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CHAPTER 16

An Act to amend the Taxation Act and other fiscal legislation
[Assented to 15 June 1993]
THE PARLIAMENT OF QUEBEC ENACTS AS FOLLOWS:

1. (1) Section 1 of the Taxation Act (R.S.Q., chapter I-3),
amengeg by section 6 of chapter 1 of the statutes of 1992, is again
amende

(1) by replacing the definition of “share” by the following
definition:

“ “share” means a share or fraction thereof of the capital stock
of a corporation and, except for the purposes of Title VI.1 of Book VII,
“share of the capital stock of a corporation” includes a share of the
capital of a prescribed cooperative and a share of the capital of a
savings and credit union;

(2) by striking out the definition of “taxable RFI share”;

®)) by replacing that part of the definition of “former business
property” preceding paragraph b by the following:

“ “former business property” of a taxpayer means a capital
property of the taxpayer that was used by the taxpayer or a person
related to the taxpayer primarily for the purpose of gaining or
producing income from a business and that was immovable property
or an interest therein of the taxpayer, but does not include

(a) immovable property owned by the taxpayer, whether jointly
with another person or otherwise, and used by the taxpayer in the
taxation year to which the expression “former business property” is
being applied principally for the purpose of gaining or producing gross
revenue that is rent, other than property either leased by the
taxpayer to a person related to the taxpayer and used by that related
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person principally for any other purﬁose, or leased by the taxpayer
or the related person to a lessee, in the ordinary course of a business
of the taxpayer or the related ﬁerson of selling goods or rendering
services, under a contract by which the lessee un(giertakes to use the
property to carry on the business of selling or promoting the sale of
the goods or services of the taxpayer or the related person,”;

(4) by replacing the definition of “automobile” by the following
definition:

“automobile  ** “automobile” means a motor vehicle that is designed or adapted
primarily to carry individuals on highways and streets and that has
a seating capacity for not more than the driver and 8 passengers, but
does not include

(a) an ambulance,

(b) a motor vehicle acquired or leased primarily for use as a taxi
a bus used in a business of transporting passengers or a hearse use
in the course of a business of arranging or managing funerals,

(c) except for the purposes of sections 36 to 47.17, a motor vehicle
acquired or leased to be sold or leased in the course of carrying on a
business of selling or leasing motor vehicles or a motor vehicle used
for the purpose of transporting passengers in the course of carrying
on a business of arranging or managing funerals, and

(d) a motor vehicle of a type commonly called a van or pick-up
truck or a similar vehicle

i. that has a seating capacity for not more than the driver and
2 passengers and that, in the taxation year in which it is acquired, is
used primarily for the transportation of goods or equipment in the
course of gaining or producing income, or

ii. the use of which, in the taxation year in which it is acquired,
is all or substantially all for the transportation of goods, equipment
or passengers in the course of gaining or producing income;”;

(6) by inserting, after the definition of “automobile”, the
following definition:

“bank” “ “hbank” means a bank to which the Bank Act (Statutes of
Canada) applies;”;

(6) by replacing paragraph b of the definition of “taxable Québec
property” by the following paragraph:
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“(b) atimber resource property situated in Québec, including at
alrlly particular time an interest therein and an option in respect
thereof,”;

(7) by striking out the word “and” at the end of paragraph c of
the definition of “taxable Québec property”;

(8) by replacing the semicolon at the end of paragraph d of the
definition of “taxable Québec property” by a coma and the word “and”;

9) by adding, after Faragraph d of the definition of “taxable
Québec property”, the following paragraph:

“(e) a life insurance policy issued or subscribed by an insurer on
the life of a person resident in Québec at the time of the issue or
subscription;”;

(10) by replacing that part of the definition of “small business
corporation” preceding paragraph b by the following:

““small business corporation” at any particular time means,
subject to section 726.6.2, a Canadian-controlled private corporation
all or substantially all of the fair market value of the assets of which
is attributable to assets that are, at that time,

(@) used principally in a qualified business carried on primarily
in Canada by the corporation or by a corporation related to it;”;

(11) by replacin% {)aragraph c of the definition of “small business
corporation” by the following paragraph:

“(c) indebtedness of a corporation described in paragraph b, or”;

(12) by replacing paragraph a of the definition of “cost amount”
by the following paragraph:

“(a) in the case of depreciable property of a prescribed class, the
amount that would be that proportion o?the undepreciated capital cost
to the taxpayer of property of that class at that time that the capital
cost to him of that property is of the capital cost to him of all property
of that class that has not been disposed of by him before that time if
section 99 were read without reference to paragraph d.1 thereof and
if pf?.ll'f.graph b and subparagraph i of paragraph d thereof were read
as follows:

“(b) subject to section 284, where a taxpayer b?'ins at a
particular time to use property to gain income, he is deemed, if he had

261



CHAP 16 Taxation Act 1993

“dividend”
“stocl§ divi-

dend”

“borrowed
money”

formerly acquired such property for other purposes, to have acquired
such property at that time at a capital cost to him equal to the fair
market value of the property at that time;”;

“i. where the proportion of the use made of the property to gain
income has increased at a particular time, the taxpayer is deemed to
have acquired at that time depreciable ﬁro erty of that class at a
capital cost equal to that proportion of the fair market value of the
property at that time that the amount of the increase in the use
regularly made by him of the property to gain income is of the whole
of the use made of it;”;”;

(13) by replacing paragraph d of the definition of “cost amount”
by the following paragraph:

“(d) in the case of intangible capital progerty of the taxpayer in
respect of a business, the amount that would, but for section 106.1,
be that proportion of the eligible intangible capital amount of the
taxpayer in respect of such business at that time that the fair market
value at that time of the intangible capital property is of the fair
market value at that time of all of the intangible capital property of
the taxpayer in respect of the business;”;

(14) by replacing the definitions of the words “dividend” and
“stock dividend” by the following definitions, respectively:

“ “dividend” includes a stock dividend, other than a stock
dividend that is paid to a corporation or to a mutual fund trust by a
corporation that is not resident in Canada;

“ “stock dividend” includes any dividend, determined without
reference to the definition of “dividend” in this section, paid by a
corporation to the extent that it is paid by the issuance of shares of
any class of the capital stock of the corporation;”;

(15) by replacing the definition of “borrowed money” by the
following definition:

“ “borrowed money” includes the proceeds to a taxpayer from the
sale of a post-dated bill drawn by the taxpayer on a bank;”;

(16) by replacing paragraph a of the definition of “specified
financial institution” by the following paragraph:

“(a) a bank;”;
(17) by replacin% para%raph g of the definition of “specified
financial institution” by the following paragraph:
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“(9) a corporation related to a corporation described in any of
paragraphs a to f and, for the purposes of this paragraph, where it
may reasonably be considered, having regard to all the circumstances,
that one of the main reasons for the separate existence of two or more
corporations in a taxation year is to limit or avoid the application of
section 740.1, sections 740.2 to 740.3.1 or section 845, those
corporations are deemed to be related to each other and to each other
corporation to which any such corporation is related;”;

(18) by replacing paragraph a of the definition of “restricted
financial institution” by the following paragraph:

“(a) a bank;”;

(19) by replacing the definition of “inventory” by the following
definition:

“ “inventory” means a description of property the cost or value
of which is relevant in computing a taxpayer’s income from a business
for a taxation year or would have been so relevant if the income from
the business had not been computed in accordance with the cash
method and, with respect to a farming business, includes all of the
livestock held in the course of carrying on the business;”;

(20) by inserting, after the definition of “foreign resource
property”, the following definition:

“ “foreign retirement arrangement” means a prescribed plan or
arrangement;”;

(21) by inserting, after the definition of “capital property”, the
following definition:

“ “cash method” has the meaning assigned by section 194;”;

(22) by replacing that part of para%;raph a of the definition of
“amount” preceding subparagraph i by the following:

“(a) in any case where section 187.2 or 187.3 of the Income Tax
Act (Statutes of Canada) or any of sections 21.4.3, 21.10, 21.10.1, 70.1,
740.2 to 740.3.1 and 740.5 applies to a stock dividend, the amount of
the stock dividend is equal to the greater of”;

(23) by insertin%, after the definition of “registered education
savings plan”, the following definition:

“ “registered national arts service organization”, at any time,

national artsheans a national arts service organization that is deemed to be

organiza-
tion”
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registered at that time by the Minister under section 985.24 and whose
registration is in force;”;

(24) bY replacing paragraph b of the definition of “home
relocation loan” by the following paragraph:

“(b) theloan is used to acquire a dwelling, or a share of the capital
stock of a cooperative housing corporation acquired for the sole
purpose of acquiring the right to inhabit a dw&ling owned by the
corporation, where the dwelling is for the habitation of the individual
and is the individual’s new residence;”;

(25) by replacing paragraph b of the definition of “gross revenue”
by the following paragraph:

“(b) all amounts, other than amounts referred to in paragraph a,
included in computing the taxpayer’s income from a business or
property for the year by virtue of section 89, 92 or 92.1 or any of
sections 92.11 to 92.19;”.

(2) Paragraphs 1 and 21 of subsection 1 have effect from 1
January 1989.

(3) Paragraph 2 of subsection 1 has effect from 19 June 1987.

(4) Paragraphs 3 and 7 to 9 of subsection 1 apply in respect of
dispositions of property occurring after 13 July 1990.

(5) Paragraph 4 of subsection 1 applies to taxation years or fiscal
periods commencing after 17 June 1987 and ending after 31 December
1987 in respect of automobiles acquired after 17 June 1987 otherwise
than pursuant to an obligation in writing entered into before 18 June
1987 or leased under a lease entered into, extended or renewed after
17 June 1987.

(6) Paragraphs 5, 15, 16 and 18 of subsection 1 have effect from
28 February 1992.

(7) Paragraphs 6 and 20 of subsection 1 apply from the taxation
year 1990.

®) Paragraph 10 of subsection 1, where it enacts that part of the
definition of “small business corporation” in section 1 of the Taxation
Act preceding paragraph a thereof, has effect from 18 June 1987.
However, for the period from 18 June 1987 to 13 September 1988, that
par;‘t ﬁf the said definition of “small business corporation” shall read
as follows:
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“ “small business corporation” at any particular time means,
subject to section 726.6.2, a Canadian-controlled private corporation
all or substantially all of the assets of which are, at that time,”.

(9) Paragraph 10 of subsection 1, where it enacts paragraph a of
the definition of “small business corporation” in section 1 of the
Taxation Act, and paragraph 11 of subsection 1 apply from the
taxation year 1988.

(10) Paragraph 12 of subsection 1 has effect from 23 May 1985.

(11) Paragraph 13 of subsection 1 has effect from 1 January 1988,
However, for the period before 14 July 1990, paragraph d of the
definition of “cost amount” in section 1 of the Taxation }{)ct, enacted
by the said paragraph 13, shall read as follows:

“(d) in the case of intangible capital property of the taxpayer in
respect of a business, the amount that would, but for section 106.1,
be the eligible intangible capital amount of the taxpayer in respect of
such business at that time;”.

(12) Paragraph 14 of subsection 1, where it enacts the definition
of “dividend” in section 1 of the Taxation Act, applies in respect of
stock dividends paid to a corporation or to a mutual fund trust after
31 December 1990. It also applies in respect of stock dividends so paid
after 23 May 1985 and before 1 January 1991 where the corporation
or trust, as the case may be, notifies the Minister of Revenue in
writing, with supporting evidence, that it has made a valid election
with the Minister of National Revenue under subsection 20 of section
192 of the Act to amend the Income Tax Act, the Canada Pension Plan,
the Cultural Property Export and Import Act, the Income Tax
Conventions Interpretation Act, the Tax Court of Canada Act, the
Unem loiy'ment Insurance Act, the Canada-Newfoundland Atlantic
Accord Implementation Act, the Canada-Nova Scotia Offshore
Petroleum Resources Accord Implementation Act and certain related
Acts (S.C., 1991, chapter 49), concerning the application of the
definition of “dividend” in subsection 1 of section 248 of the Income
Tax Act (Statutes of Canada), in which case, notwithstanding section
1010 of the Taxation Act and for the sole purpose of giving effect to
the election, such assessments of tax, interest and penalties as are
necessary shall be made by the Minister of Revenue and the second
and third paragraphs of section 1060.1 and section 1066.2 of the said
Act shall apply thereto, with such modifications as the circumstances
require,
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(13) Paragraph 14 of subsection 1, where it enacts the definition
of “stock dividend” in section 1 of the Taxation Act, has effect from
17 December 1991.

(14) Paragraphs 17 and 23 of subsection 1 have effect from 14 July
1990.

(15) Paragraph 19 of subsection 1 applies to fiscal periods
commencing after 31 December 1988.

(16) Para}]graph 22 of subsection 1 applies in respect of dividends
paid after 18 June 1987.

1985(17) Paragraph 24 of subsection 1 applies from the taxation year

(18) Paragraph 25 of subsection 1 applies in respect of life
insurance policies last acquired after 31 December 1989.

e 13, 2. (1) The said Act is amended by inserting, after section 1.5,
16 the following section:

Property “1.6 Except as otherwise provided in this Part, property is
avalable  considered to have become available for use for the purposes of this
Part at the time at which it has, or would have if it were depreciable
property, become available for use for the purposes of section 93.6.”

(2) This section has effect from 1 January 1990.

e 13, 3. (1) The said Act is amended by inserting, after section 2.1,
s 2Ll athe following sections:

Partition of “2.1.1 For the purposes of this Part and subject to sections 2.1,

proverty  2.1.2, 438.1 and 456.1, where at any time a property owned jointly
by two or more persons is the subject of a partition, the following rules
apleg);,. notwithstanding any retroactive or declaratory effect of such
partition:

(a) each such person who had an interest in the property
immediately before that time is deemed not to have disposed at that
time of that proportion, not exceeding 1, of the interest that the fair
market value of that person’s interest in the property immediately
after that time is of the fair market value of that person’s interest in
the property immediately before that time;

~ (b) each such person who has an interest in the groperty
immediately after that time is deemed not to have acquired at that
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time that proportion of the interest that the fair market value of that
person’s interest in the property immediately before that time is of
the fair market value of that person’s interest in the property
immediately after that time;

(c) each such person who had an interest in the property
immediately before that time is deemed to have had until that time,
and to have disposed at that time of, that proportion of the person’s
interest to which subparagraph a does not apply;

(d) each such person who has an interest in the property
immediately after that time is deemed not to have had beg)re that
time, and to have acquired at that time, that proportion of the person’s
interest to which subparagraph b does not apply;

(e) subparagraphs a to d do not agf)ly where the interest of the
person is an interest in fungible tangible property described in that
person’s inventory.

Fair market For the purposes of this section, where an interest in the property
velge ofan i an undivided interest, the fair market value of the interest at any
interest  time is deemed to be equal to that proportion of the fair market value

of the property at that time that the interest is of all the undivided

interests in the property.

Partition of “2.1.2 Where a property owned jointly by two or more persons
proverty  ig the subject of a partition among such persons and, as a consequence

thereof, each such lIq)erson has, in the property, a new interest the fair

market value of which immediately after the partition, expressed as
a percentage of the fair market value of all the interests in the
property immediately after the partition, is equal to the fair market
value of that person’s undivided interest immediately before the
partition, expressed as a percentage of the fair market value of all the
undivided interests in the property immediately before the partition,
the following rules apply:

(@) section 2.1.1 does not apply to the property, and

(b) the new interest of each such person is deemed to be a
continuation of that person’s undivided interest in the property
immediately before the partition.

Special For the purposes of this section,

rules

(a) subdivisions of a building or of a parcel of land that are
established in the course of, or in contemplation of, a partition and
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that are jointly owned by the same persons who jointly owned the
building or the parcel of land, or by their assignee, shall be regarded
as one property, and

(b) where an interest in the property is or includes an undivided
interest, the fair market value of the interest shall be determined
without regard to any discount or premium that may apply to a
minority or majority interest in the property.”

(2) This section has effect from 14 July 1990. However, section
2.1.1 of the Taxation Act, enacted by this section, does not apply in
respect of a partition made after 13 July 1990 and before 1 January
1992

(a) pursuant to the terms of an agreement in writing entered into
on or before 13 July 1990, or

(b) in accordance with a confirmation in writing from the
Ministere du Revenu du Québec or the Department of National
Revenue as to the tax consequences of that partition, where the
confirmation is in respect of a written request received by such
department on or before 13 July 1990.

4, (1) Section 2.2 of the said Act is replaced by the following
section:

“2.2 For the purposes of section 2.1, paragraphs a and b of

and “former gaction 312, sections 313 to 313.0.5, paragraphs a and b of subsection

spouse”

e 1-3,
8. 6.2, am

1 and subsection 2 of section 336, sections 336.1 to 336.4, 454, 456.1
and 913, subparagraph b of the second paragraph of section 961.17 and
sections 965.0.9, 965.0.11, 971.2 and 971.3, the expressions “spouse”
and “former spouse” include a spouse or former spouse who is a party
to an annulled or annullable marriage, as the case may be.”

(2) This section has effect from 1 January 1990. However, section
2.2 of the Taxation Act, enacted by this section, shall read

(a) as if a reference to paragraph d of section 339 of the said Act
were added thereto where that paragraph d applies to the taxation
year 1990 in respect of amounts paid after 6 June 1990;

(b) as if a reference to subparagraph d of the second paragraph

of section 961.6 of the said Act were added thereto where that
subparagraph d applies before 1 January 1991.

3. (1) Section 6.2 of the said Act is amended by replacing that
* part preceding paragraph a by the following:

268



1993 Taxation Act CHAP 16

Change of “@.2 Where, at any time, control of a corporation, other than

control of 2 a corporation that is a foreign affiliate of a taxpayer resident in Canada,
and that did not carry on a business in Canada at any time in its last
taxation year commencing before that time, has been acquired by a
p?rion gr group of persons, the following rules apply for the purposes
of this Part:”.

(2) This section applies in respect of acquisitions of control
occurring after 13 July 1990.

13, 6. (1) The said Act is amended by inserting, after section 7.8,
sa. 73718 the following sections:

Rules appli- “7.9 In this Part and the regulations, the following rules apply:

cable
(a) a usufruct is deemed to be a trust, established by will where
the usufruct was so established, and property subject to a usufruct
is deemed to have been transferred to the trust and to be held in trust
and not otherwise;

(b) aright of use or habitation is deemed to be a trust, established
by will where the right was so established, and property subject to
such a right is deemed to have been transterred to the trust and to
be held in trust and not otherwise;

(c) a substitution is deemed to be a trust, established by will
where the substitution was so established, and é)roperty subject to
a substitution is deemed to have been transferred to the trust and to
be held in trust and not otherwise;

(d) property referred to in paragraphs a to c is deemed to have
been transferred on the death of the testator and as a consequence
thereof where the usufruct, the right of use or habitation or the
substitution, as the case may be, was established by will.

Deemed “7.10 In this Part and the regulations, an arrangement other
trust than a trust is deemed to be a trust and property subject to rights
and obligations under the arrangement is deemed to be held in trust
and not otherwise, if the arrangement meets the following conditions:

(@) it is established by or pursuant to a written contract that is
governed by the laws of Québec and in which it is provided that, for
the purposes of this Part, the arrangement is considered to be a trust;

(b) it creates rights and obligations that are substantially similar

to the rights and obligations under a trust, determined without
reference to sections 7.9 to 7.11.

269



CHAP 16 Taxation Act 1993

Beneficial
interest

Accounting
methods

Tax agree-
ment

“d.11 Inthis Part and the regulations, a person who has a right,
whether immediate or future and whether absolute or contingent, to
receive all or any part of the income or the capital in respect of

roperty referred to in section 7.9 or 7.10 is deemed to be beneficially
Interested in the trust referred to in that section.

“4.12 For greater certainty, it is hereby declared that, unless
specifically permitted by this Part, neither the equity nor the
consolidation method of accounting shall be used to determine any
amount for the purposes of this Part.

“7.13 Where a tax agreement between Québec and a particular
country that has force of law in Québec provides for an income tax
privilege, other than an income tax exemption, this Act and the
regulations shall be applied on the assumption that they contain such
provisions as are necessary for the granting of such a privilege.”

(2) This section, where it enacts sections 7.9 to 7.11 of the
Taxation Act, has effect, subject to subsection 3,

(@) from 1 January 1991 in respect of property that became
subject to a usufruct, a right of use or habitation or a substitution after
31 December 1990;

(b) from 1 January 1990 in respect of property that became
subject to a usufruct, a right of use or habitation or a substitution after
31 December 1989 and before 1 January 1991, where the persons who
hold interests in the property notify the Minister of Revenue in
writing, with supporting evidence, that they have jointly made a valid
election with the Minister of National Revenue under paragraph ¢ of
subsection 35 of section 192 of the Act to amend the Income Tax Act,
the Canada Pension Plan, the Cultural Property Export and Import
Act, the Income Tax Conventions Interpretation Act, the Tax Court
of Canada Act, the Unemployment Insurance Act, the
Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
concerning the application of subsection 3 of section 248 of the Income
Tax Act (Statutes of Canada) in resEect of the property, in which case,
notwithstanding section 1010 of the Taxation Act and for the sole
purpose of giving effect to the election, such assessments of tax,
interest and penalties as are necessary shall be made by the Minister
of Revenue and the second and third paragraphs of section 1060.1 and
section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.
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(3) Notwithstanding subsection 2, this section, where it enacts
sections 7.9 to 7.11 of the Taxation Act, applies from the taxation year
1989 in respect of property that became subject to an arrangement
referred to in section 7.10 of the said Act in the taxation year 1989
or any subsequent taxation year.

(4) This section, where it enacts section 7.13 of the Taxation Act,
applies to taxation years commencing after 31 December 1987.

7. (1) The said Act is amended by inserting, after section 11.1,
the following section:

“1L.L.1 For the purposes of this Part, a corporation that is
incorporated or otherwise formed under the laws of a country other
than Canada or of a state, province or other political subdivision of
such a country is deemed to be resident in that country throughout
a taxation year and not to be resident in Canada at any time in the
year, where

(a) the corporation’s principal business in the year consists of the
operation of ships that are used primarily in transporting persons or
goods in international traffic, determined on the assumption that the
corporation is not resident in Canada and that, in the case of a voyage
from Canada to a place outside Canada, any port or other place on the
Great Lakes or St. Lawrence River is in Canada;

(b) all or substantially all of the corporation’s gross revenue for
the year is from the operation of ships in transporting persons or goods
in such international traffie; and

(c) the corporation has not been granted articles of continuance
in Canada before the end of the year.”

(2) This section applies to taxation years commencing after 28
February 1991.

8. (1) Section 20 of the said Act is amended by replacing
paragraph b by the following paragraph:

“(b) a person who has a right under a contract or otherwise,
either immediately or in the future and either absolutely or
contingently,

i. to, or to acquire, shares of the capital stock of a corporation
or to control the voting rights of such shares, is, except where the
right is not exercisable at that time because the exercise thereof is
contingent on the death, bankruptcy or permanent disability of an
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individual, deemed to have the same position in relation to the control
of the corporation as if that person owned the shares at that time, or

ii. to cause a corporation to redeem, acquire or cancel any shares
of its capital stock owned by other shareholgers of the corporation is,
except where the right is not exercisable at that time because the
exercise thereof is contingent on the death, bankruptcy or permanent
disability of an individual, deemed to have the same positionin relation
to the control of the corporation as if the shares were so redeemed,
acquired or cancelled by the corporation at that time; and”.

(2) This section has effect from 14 July 1990.

9. (1) Section 21.1 of the said Act is amended by replacing the
first paragraph by the following paragraph:

“21.1 Sections 21.2 and 21.3 apply in respect of the control of
a corporation for the purposes of sections 6.2, 93.4, 222 to 230.0.0.2,
384, 384.4 and 384.5, 418.26 to 418.30, 518.2, 547.1, 564.2 to 564.4.2
and 727 to 737.”

(2) This section, where it adds, in the first paragraph of section
21.1 of the Taxation Act a reference to section 518.2 of the said Act,
applies in respect of dispositions occurring after 31 December 1984.

10. (1) Section 21.3 of the said Act is replaced by the following
section:

“21.3 A person is deemed not to have acquired control of a
particular corporation, or of any corporation controlled by it, by
reason of the redemption, acquisition or cancellation of shares of the
particular corporation if that person was, immediately before the
share redemption, acquisition or cancellation, related, otherwise than
by reason of a right referred to in paragraph b of section 20, to the
particular corporation, acquired the shares by way of a distribution
of the property from the estate of a person to whom he was related,
is testamentary executor, trustee or administrator of an estate who
acquires the shares by virtue of the death of another person or is a
new corporation resulting from an amalgamation, within the meaning
of section 544, in respect of which each o% the predecessor corporations
was related, otherwise than by reason of a right referred to in
paragraph b of section 20, to the particular corporation immediately
before the amalgamation.”

(2) This section applies in respect of redemptions, acquisitions
or cancellations of shares occurring after 31 December 1989.
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However, where a gerson so elects in the manner prescribed in
subsection 3, section 21.3 of the Taxation Act, enacted by this section,
shall read as follows:

“21.3 A person is deemed not to have acquired control of a
particular corporation, or of any corporation controlled by it, by
reason of the redemption or cancellation after 13 July 1990 or the
acquisition of shares of the particular corporation if that person was,
immediately before the share redemption, cancellation or acquisition,
related, otherwise than by reason of a right referred to in paragraph
b of section 20, to the particular corporation, acquired the shares by
way of a distribution of the property from the estate of a person to
whom he was related, is testamentary executor, trustee or
administrator of an estate who acquires the shares by virtue of the
death of another person or is a new corporation resulting from an
amalgamation, within the meaning of section 544, in respect of which
each of the predecessor corporations was related, otherwise than by
reason of a right referred to in paragraph b of section 20, to the
particular corporation immediately before the amalgamation.”

(3) The election referred to in subsection 2 may be made by a
person by notifying the Minister of Revenue in writing, with
supporting evidence, that the person has made a valid election with
the Minister of National Revenue under subsection 8 of section 198
of the Act to amend the Income Tax Act, the Canada Pension Plan,
the Cultural Property Export and Import Act, the Income Tax
Conventions Interpretation Act, the Tax Court of Canada Act, the
Unemployment Insurance Act, the Canada-Newfoundland Atlantic
Accord Implementation Act, the Canada-Nova Scotia Offshore
Petroleum Resources Accord Implementation Act and certain related
Acts (S.C., 1991, chapter 49), concernin% the application of paragraph
a of subsection 7 of section 256 of the Income Tax Act (Statutes of
Canada), in which case, notwithstanding section 1010 of the Taxation
Act and for the sole purpose of giving effect to the election, such
assessments of tax, interest and penalties as are necessary shall be
made by the Minister of Revenue and the second and third paragraphs
of section 1060.1 and section 1066.2 of the said Act shall apply thereto,
with such modifications as the circumstances require.

11. (1) Section 21.5 of the said Act is amended by replacing

" paragraph ¢ by the following paragraph:

“(¢) it is issued after 16 November 1978 and, under its terms or
conditions, an agreement in respect of the share or a modification of

'such terms or conditions or such agreement, either in the case of a

share issued after 16 November 1978 and before 13 November 1981,
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or after 12 November 1981 and before 1 January 1983 pursuant to an
a}glreement in writing to do so made before 13 November 1981, the
share is convertible, directly or indirectly, into debt or into a share
that would, ifissued, be a term preferred share, and in any other case,
the share is convertible or exchangeable, unless it is convertible into
or exchangeable for a consideration described in section 21.5.5, or one
of the provisions described in section 21.5.2, 21.5.3 or 21.5.4 applies.”

(2) This section has effect from 19 June 1987.

12. (1) Section 21.5.2 of the said Act is amended by replacing
paragraphs a and b by the following paragraphs:

“(a) the owner thereof may, within 10 years after the date of
issue, cause the share to be redeemed, acquired or cancelled,
otherwise than by reason only of a right to convert or exchange the
share, or cause its paid-up capital to be reduced,

“(b) the issuing corporation or any person with whom it is not
dealing at arm’s length 1s or may be required to redeem, acquire or
cancel, in whole or in part, the share or to reduce its paid-up capital,
otherwise than pursuant to a requirement of the corporation to
redeem, acquire or cancel, annually, not more than 5 % of the issued
and fully paid shares of that class, or unless the owner may cause the
share to be redeemed, acquired or cancelled by reason only of a right
to convert or exchange the share, or”.

(2) This section has effect from 19 June 1987.

13. (1) Section 21.5.3 of the said Act is amended by replacing
paragraphs a and b by the following paragraphs:

“(a) the owner thereof may, within 10 years after the date of
issue, cause the share to be redeemed, acquired or cancelled,
otherwise than by reason only of a right to convert or exchange the
share, or cause its paid-up capital to be reduced,

_ ‘(b) aperson is or may be required to redeem, acquire or cancel,
in whole or in part, the share or to reduce its paid-up capital, within
10 years after the date of issue,

1. otherwise than pursuant to a requirement of the issuin
corporation to redeem, acquire or cancel annually not more than 5 %
of the issued and fully paid shares of that class and, where the
requirement was agreed to after 21 April 1980, it provides that such
redemption, acquisition or cancellation be in proportion to the number
of shares of the class or of the series of the class registered in the name
of each shareholder, or
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_ ii. unless the requirement to redeem, acquire or cancel the share
arises by reason only of a right to convert or exchange the share, or”.

(2) This section has effect from 19 June 1987.

14. (1) Chapter V1.3 of Title II of Book I of Part I of the said
Act is repealed.

(2) This section has effect from 19 June 1987.

15. (1) Section 21.11.20 of the said Act is amended

(1) by replacing subparagraph ii of paragraph c by the following
subparagraph:

“ii. a debt obligation of a corporation that was issued before 8:00
p.m. Eastern Daylight Saving Time, 18 June 1987, or issued after that
time pursuant to an agreement in writing entered into before that
time, or after that time and before 1 January 1988 as part of a
distribution to the public made in accordance with the terms of a final
prospectus, preliminary prospectus, registration statement, offering
memorandum or notice filed before that time with a public authority
pursuant to and in accordance with the securities legislation of the
jurisdiction in which the debt obligation is distributed, or”;

(2) by replacing paragraph d by the following paragraph:

“(d) a share of a class of the capital stock of a Canadian
corporation listed on a prescribed stock exchange that was issued after
8:00 p.m. Eastern Daylight Saving Time, 18 June 1987 uﬁon the
exercise of a right listed on a prescribed stock exchange that was
issued before that time, that was issued after that time pursuant to
an agreement in writing entered into before that time or that was
issued after that time and before 1 January 1988 as part of a
distribution to the public made in accordance with the terms of a final
prospectus, preliminary prospectus, registration statement, offering
memorandum or notice filed before that time with a public authority
pursuant to and in accordance with the securities legislation of the
jurisdiction in which the rights were distributed, where all or
substantially all the terms and conditions of the right and the share
were established in writing before that time.”

(2) This section applies in respect of shares issued after 8:00 p.m.
Eastern Daylight Saving Time, 18 June 1987 and of shares deemed,
under the Taxation Act as amended by this Act, to have been issued
after that time.
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13, 16. (1) Sections 21.20.3 and 21.20.4 of the said Act are replaced
512202 by the following sections:
replaced

Shares of a “21.20.3 Shares of the capital stock of a corporation that are

foia under owned at any time by a child under 18 years of age are deemed, for

age the purposes of determining if the corporation is associated at that
time with another corporation that is controlled, directly or indirectly
in any manner whatever, by the father or the mother of the child or
by a group of persons of which the father or mother is a member, to
be owned at that time by the father or the mother, as the case may
be, unless, having regard to all the circumstances, it may reasonably
be considered that the child manages the business and affairs of the
corpﬁration without a significant degree of influence by his father or
mother.

Right to “21.20.4 Tor the purposes of determining if a corporation is
aequire a associated with any other corporation with which it is not otherwise
other rights agsociated, where a person or any partnership in which the person has
an interest has a right at any time under a contract or otherwise,
either immediately or in the future and either absolutely or

contingently,

(@) to, or to acquire, shares of the capital stock of a corporation,
or to control the voting rights of such shares, the person or
Eartnership is, except where the right cannot be exercised at that time

ecause the exercise thereof is contingent on the death, bankruptey
or permanent disability of an individual, deemed to own the shares
at that time and the shares are deemed to be issued and outstanding
at that time; or

(b) to cause a corporation to redeem, acquire or cancel any shares
of its capital stock owned by other shareholgers of a corporation, the
person or partnership is, except where the right cannot be exercised
at that time because the exercise thereof is contingent on the death,
bankruptcy or permanent disability of an individual, deemed at that
time to have had the same position in relation to control of the
corporation and ownership of shares of the capital stock of the
corporation as if the shares were redeemed, acquired or cancelled by
the corporation.”

(2) This section applies, for the purposes of determining whether
two or more corporations are associated with each other,

(@) from the taxation year 1989 where

i. the taxation years of all the corporations commenced after
1988,
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ii. at least one of the corporations was incorporated, or was
formed as a result of an amalgamation, after 10 February 1988,

ill. at least one of the corporations acquired after 10 February
1988 from a person with whom it did not deal at arm’s length all or
substantially all of the assets used by it in its business, or

iv. the taxation year 1989 of at least one of the corporations did
not end on approximately the same calendar date in 1989 as the
calendar date in 1987 on which the taxation year 1987, if any, of that
corporation ended; and

(b) in any other case, from the taxation year 1990.

¢ 13, 17. (1) Section 21.28 of the said Act is amended by replacing
s 2128, paragraph c of the definition of “securities lending arrangement” by
the following paragraph:

“(c) where the qualified security is a share of the capital stock
of a corporation, the borrower is obligated to pay to the lender, as
compensation for each dividend paid on the security that would have
been received by the borrower if the borrower had held the security
throughout the period beginning after the particular time and ending
at the time an identical security is transferred or returned to the
lender, an amount equal to that dividend, and”.

(2) This section ap}8)1ies in respect of transfers, loans or payments
made after 26 April 1989

o I3, 18. (1) Section 21.37 of the French text of the said Act is
reend text, Feplaced by the following section:

replace

Montant “21.37 Aux fins de la présente partie, lorsqu'un montant est

Jude,  ajouté, 4 un moment donné, dans le calcul de la taxe nette d’'un
remboursé contribuable en vertu de la partie IX de la Loi sur la taxe d’accise
(Statuts du Canada) & '’égard d’un crédit de taxe sur les intrants qui
est relatif & un bien ou & un service et qui a déja été déduit dans le
calcul de la taxe nette du contribuable, ce montant est réputé étre un
montant d’aide remboursé au moment donné a I'égard du bien ou du
service conformément a une obligation juridique de rembourser en

totalité ou en partie ce montant d’aide.”
(2) This section has effect from 1 January 1991.

c. 13, 5. 28, 19. (1) Section 23 of the said Act is amended

| (1) by replacing the second paragraph by the following
paragraph:
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Taxable “If the individual was resident in Québec on that day and has not,

income of - Juring some other part of the taxation year, been resident in Canada
or been employed or carried on business in Canada, his taxable income
for the taxation year is equal to the amount by which the a%gregate
of the following amounts exceeds the deductions allowed by Book IV
which may reasonably be considered attributable to a period referred
to in subparagraph a:

(a) his income for any period of the year during which he was
resident in Canada, or was carrying on business or was employed in
Canada, computed as if such period were a whole taxation year, and

(b) the amount which would be his taxable income earned in
Canada contemplated in section 1091 for any period of the year other
than that mentioned in subparagraph a if he had not been resident
in Canada at any time in the year, computed as if such period were
a whole taxation year and, for the purposes of such computation, an
individual who ceased to be resident in Canada during the year under
the circumstances mentioned in section 1093 is deemed to have ceased
to be resident in Canada during a previous year under the same
circumstances.”;

(2) by adding, after the second paragraph, the following
paragraph:

Maximum “Notwithstanding the foregoing, the aggregate of the deductions

deduction  g)jowed by Book IV which are referred to in the second paragraph
and the deductions mentioned in section 1091, in respect of the
individual for the year, shall not exceed the aggregate of the amounts
that would have been deductible in computing his taxable income for
the year had the individual been resident in Canada throughout that
year.”

(2) This section applies from the taxation year 1988.

¢ 13, 5. 27, 20. (1) Section 27 of the said Act, replaced by section 13 of
am. chapter 1 of the statutes of 1992, is amended by replacing the first
paragraph by the following paragraph:

Tax payable “27. Any corporation not contemplated in section 22 and not
oy e resident in Canada that disposes in a taxation year of taxable Québec
not resident property shall pay a tax at the rate established in subsection 1 of
nrand section 771 on the amounts described in paragraphs d, e, f, A and {
of section 1089 that are agi)licable thereto and on the amount by which
the aggregate of its taxable capital gains exceeds the aggregate of its

allowable capital losses from the disposition of such property.”

278



1993 Taxation Act CHAP 16

(2) Thissection a¥plies, subject to subsection 3, from the taxation
year 1990 in respect of dispositions occurring after 20 February 1990,
except dispositions occurring after 20 February 1990 pursuant to
agreements in writing entered into before 21 February 1990.

(3) Where this section applies to taxation years

(@) ending after 26 April 1990 and before 1 September 1991, the
first paragraph of section 27 of the Taxation Act, enacted by this
section, shall read as follows:

Tax payable “27. Any corporation not contemplated in section 22 and not
by e cresident in Canada that disposes in a taxation ﬁear of taxable Québec
not resident property shall dp::ly a tax at the rate established in subsection 1 of
e section 771 and in sections 771.0.1.1 and 771.0.1.2 on the amounts
described in paragraphs d, e, f, h and [ of section 1089 that are
applicable thereto and on the amount by which the aggregate of its
taxable capital gains exceeds the aggregate of its allowable capital

losses from the disposition of such property.”;

(b) ending before 27 April 1990, the said first paragraph shall
read as follows:

Tax payable “27. Any corporation not contemplated in section 22 and not
o s resident in Canada that disposes in a taxation year of taxable Québec
not resident property shall (iJay a tax at the rate established in subsection 1 of
mtanats section 771 and in sections 771.0.1 and 771.0.1.1 on the amounts
described in paragraphs d, e, f, h and [ of section 1089 that are
applicable thereto and on the amount by which the aggregate of its
taxable capital gains exceeds the aggregate of its allowable capital

losses from the disposition of such property.”

c. 13, 21. (1) The said Act is amended by inserting, after section 28,
281 the following section:

Negative “28.1 Where the amount determined under paragraph c of

smount  gection 28 for a taxation year in respect of a taxpayer is negative, the
taxpayer is deemed to have income for the year in an amount equal
to zero.”

(2) This section applies from the taxation year 1990.

c. 13, 5. 30, 22. (1) Section 30 of the said Act is replaced by the following
replaced  gaction:

Limitation “30. A taxpayer who has already included or deducted an
respecting amount directly or indirectly in computing his income for a taxation

inclusions
and deduc-
tions
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year is not required to include such amount again, or authorized, as
the case may be, to deduct it again, either directly or indirectly, unless
this Part expressly obliges or authorizes him to do so, or contains
words that necessarily imply such obligation or authorization.”

(2) This section applies from the taxation year 1990.

c. I3, 5. 38, 23. (1) Section 38 of the said Act is amended by replacing the
am. third paragraph by the following paragraph:

Benefits not “Nor is he required to include therein the value of benefits under

included 5 petirement compensation arrangement, an employee benefit plan,
an employee trust or a salary deferral arrangement, except in the last
case to the extent that the value of benefits is included under section
37 by reason of section 47.11, the value of benefits related to the use
of an automobile unless they are related to its operation, or the value
of benefits derived from counselling services in respect of his mental
or physical health or that of a person related to him, other than a
benefit attributable to an outlay or expense to which section 134
applies, or his re-employment or retirement.”

(2) This section applies from the taxation Tyear 1986. However,
where the third paragraph of section 38 of the Taxation Act, enacted
by this section, applies to the taxation years 1986 and 1987, it shall
read as follows:

Benefits not “Nor is he required to include therein the value of benefits under

included 5 petirement compensation arrangement, an employee benefit plan,
an employee trust or a salary deferral arrangement, except in the last
case to the extent that the value of benefits is included under section
37 by reason of section 47.11, or the value of benefits related to the
use of an automobile unless they are related to its operation and are
not insui'ala.nce or registration costs of an automobile contemplated in
section 41.”

c. 13, 5. 40, 24. (1) Section 40 of the said Act is amended by replacing
am. paragraphs a to ¢ by the following paragraphs:

“(a) reasonable allowances for travelling expenses he receives
from his employer regarding any period while his employment is
connected with the selling of property or the negotiating of contracts
for his employer,

“(b) reasonable allowances for travelling expenses, other than
allowances for the use of a motor vehicle, he receives from his
employer as an employee, other than an employee referred to in
paragraph a, for travelling away from the municipality or the
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metropolitan area, as the case may be, where the employer’s
establishment at which the employee ordinarily works or with which
he is ordinarily connected is located, in the performance of his duties,
or

“(c) reasonable allowances for the use of a motor vehicle he
receives from his employer as an employee, other than an employee
referred to in paragraph a, for travelling in the performance of his
duties.”

(2) This section applies from the taxation year 1990.
¢ I3, 25. (1) Section 40.1 of the said Act is amended

s. 40.1, am.
(1) by replacing that part preceding paragraph a by the
following:

Unreason- “40.1 For the purposes of paragraph e of section 39 and

able amount haragraphs @ and ¢ otp section 40, an allowance received in the year
by the individual referred to therein for the use of a motor vehicle in
connection with or in the course of his office or employment is deemed
not to be a reasonable allowance”;

(2) by replacing paragraph b by the following paragraph:

“(b) where the individual both receives an allowance in respect
of that use and is reimbursed in whole or in part for expenses in respect
of that use, except where the reimbursement is in respect of
supplementary business insurance or parking, toll or ferry charges
and the amount of the allowance was determined without reference
to those reimbursed expenses.”

1990(2) Paragraph 1 of subsection 1 applies from the taxation year

(3) Paragraph 2 of subsection 1 applies from the taxation year
1988. However, 1t does not apply to the taxation years 1988 and 1989
of an individual who so elects by notifying the Minister of Revenue
in writing.

13,542,  26. (1) Section 42 of the said Act is amended by replacing that
am part preceding paragraph a by the following:

Employment 42, Notwithstanding sections 36 and 37, an individual who is
ataspecial ot entitled to the deduction provided for in section 79.1 is not

remote loca- required to include, in computing his income for a taxation year from
o an office or employment, an amount received or enjoyed by him by
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reason of or in the course of his office or employment that is the value
of, or an allowance, not in excess of a reasonable amount, in respect
of expenses incurred by him”.

(2) This section applies from the taxation year 1989.

e L3, 27. (1) The said Act is amended by inserting, after section 42,
5. 4201 the following section:

Disability- “42.0.1 Notwithstanding sections 36 and 37, in computing the
oo men inCOMe  of an individual for a taxation year from an office or
benefits  employment, the individual is not required to include any amount
received or enjoyed by the individual by reason or in the course of the
individual’s office or employment that is the value of a benefit, or an
allowance, not in excess of a reasonable amount, in respect of expenses

incurred by the individual for

(@) the transportation of the individual between the individual’s
ordinary place of residence and the individual’'s work location,
including parking near that location, if the individual is blind or is a
person in respect of whom an amount is deductible, or would but for
paragraph d of section 752.0.14 be deductible, by reason of the
individual’s mobility impairment, by reason of section 752.0.14 or
752.0.15 in computing an individual’s tax payable under this Part for
the year; or

(b) an attendant to assist the individual in the performance of the
individual’s duties if the individual is a person in respect of whom an
amount is deductible, or would but for paragraph d of section 752.0.14
be deductible, by reason of section 752.0.14 or 752.0.15 in computing
an individual’s tax payable under this Part for the year.”

(2) This section applies from the taxation year 1991.

¢ 13, 5. 49, 28. (1) Section 49 of the said Act, replaced by section 15 of
replaced  chapter 1 of the statutes of 1992, is again replaced by the following
section:

Benefit “49, Subject to section 49.2, an employee acquiring a share
deemed, by Under the agreement contemplated in section 48 is deemed fo receive
employee - by reason of his office or employment, in the taxation year in which
he acquires the share, a benefit equal to the amount by which the value
of the share at the time he acquires it exceeds the aggregate of the
amount paid or to be paid by him to the corgoration for the share and

the amount paid by him to acquire the right to acquire the share.”

(2) This section ap&)‘lies from the taxation year 1988. However,
where section 49 of the Taxation Act, enacted by this section, applies
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inrespect of shares acquired after 31 December 1987 and before 3 May
1991, the reference therein to “section 49.2” shall read as a reference
to “sections 49.1 and 49.2”.

29. (1) Section 49.4 of the said Act is replaced by the following
section:

“49.4 For the purposes of this division and section 725.2, where
a taxpayer disposes of rights under an agreement referred to in
section 48 to acquire shares of the capital stock of the particular
corporation that made the agreement or of a corporation with which
the particular corporation does not deal at arm’s length, which rights
and shares are referred to in this section and section 725.2 as the
“exchanged option” and the “old shares”, respectively, the taxpayer
receives no consideration for the disposition of the exchanged option
other than rights under an agreement with any of the corporations
described in the second paragraph to acquire shares of the capital
stock of any such corporation or of the capital stock of a corporation
with which any such corporation does not deal at arm’s length, which
rights and shares are referred to in this section and section 725.2 as
the “new option” and the “new shares”, respectively, and the amount
by which the total value of the new shares immediately after the
disposition exceeds the total amount payable by the taxpayer to
acquire the new shares under the new option does not exceed the
amount by which the total value of the old shares immediately before
the disposition exceeds the amount payable by the taxpayer to acquire
the old shares under the exchanged option, the following rules apply:

(a) the taxpayer is deemed not to have disposed of the exchanged
option and not to have acquired the new option,

(b) the new option is deemed to be the same option as, and a
continuation of, the exchanged option, and

(c) the corporation described in subparagraph b, ¢ or d of the
second paragraph, as the case may be, is deemed to be the same
corporation as, and a continuation of, the particular corporation.

The corporations referred to in the first paragraph are the
following:

(a) the particular corporation referred to therein,

(b) a corporation with which that particular corporation does not
deal at arm’s length immediately after the disposition of the
exchanged option,
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(c) a corporation formed on the amalgamation or merger of that
particular corporation and one or more other corporations, and

(d) a corporation with which the corporation referred to in
subparagraph ¢ does not deal at arm’s length immediately after the
disposition of the exchanged option.”

(2) This section applies from the taxation year 1988. However,
where a taxpayer so elects by notifying the Minister of Revenue in
writing, this section does not apf)ly in respect of dispositions by the
taxpayer occurring before 14 July 1990.

e I3, 30. (1) Section 49.5 of the said Act, amended by section 18 of
s. 9.5 chapter 1 of the statutes of 1992, is replaced by the following section:

replaced

Exchangeof  49.3 For the purposes of sections 49.2 and 725.3, where a
shares of - taxpayer disposes of or exchanges shares of a Canadian corporation
corporations that were acquired by the taxpayer under an agreement referred to
in section 48, in this section referred to as the “exchanged shares”,
the taxpayer receives no consideration for the disposition or exchange
of the exchanged shares other than shares, in this section referred to
as the “new shares”, of any of the corporations described in the second
paragraph, and the total value of the new shares immediately after
the disposition or exchange does not exceed the total value of the
exchanged shares immediately before the disposition or exchange, the

following rules apply:

(a) the taxpayer is deemed not to have disgosed of or exchanged
the exchanged shares and not to have acquired the new shares,

(b) the new shares are deemed to be the same shares as, and a
continuation of, the exchanged shares,

(¢) the corporation that issued the new shares is deemed to be
the same corporation as, and a continuation of, the corporation that
issued the exchanged shares, and

(d) where the exchanged shares were issued under an
agreement, the new shares are deemed to have been issued under that
agreement.

Corpora- The corporations referred to in the first paragraph are the
ti . .

tons i1, following:

in the first

paragraph (@) the Canadian corporation referred to therein,
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(b) a corporation with which that Canadian corporation does not
deal at arm’s length immediately after the disposition or exchange of
the exchanged shares,

(¢) a corporation formed on the amal%amation or merger of that
Canadian corporation and one or more other corporations, and

(d) a corporation with which the corporation referred to in
subparagraph ¢ does not deal at arm’s length immediately after the
disposition or exchange of the exchanged shares.”

(2) This section applies, subject to subsection 3, from the taxation

Iy(/Eear 1988. However, where a taxpayer so elects by notifying the

inister of Revenue in writing, this section does not apply in respect
of dispositions by the taxpayer occurring before 14 July 1990.

(3) Where this section applies in respect of shares received in
exchange for shares acquired after 31 December 1987 and before 3
May 1991 pursuant to an agreement referred to in section 48 of the
Taxation Act, the reference in that part of section 49.5 of the said Act,
enacted by this section, preceding subpara%'raph a of the first
paragraph to “49.2 and 725.3” shall read as a reference to “49.1, 49.2,
725.2 and 725.3”.

31. (1) Sections 50 to 52 of the said Act are replaced by the
following sections:

“30. An employee transferring or disposing of rights provided

by the agreement contemplated in section 48 in respect of shares to

d%aling at arm’s length, is deemed to receive

by reason of his office or employment, in the taxation year in which

he makes such transfer or disposition, a benefit equal to the amount

by which the value of the consideration for the transfer or disposition
exceeds the amount paid by the employee to acquire those rights.

“S1. If rights of the employee under the agreement

gcontemplated in section 48 have, by one or more transactions between

persons not dealing at arm’s length, become vested in a person
exercising the employee’s right to acquire shares under the
agreement, the employee is deemed, subject to the second paragraph,
to receive by reason of his office or employment, in the taxation year
in which that person acquired the shares, a benefit equal to the amount
by which the value of the shares at the time that person acquired them
exceeds the aggregate of the amount ﬁaid or to be paid by that person
to the corporation for the shares and the amount paid by the employee
to acquire the right to acquire the shares.
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Deceased Where the employee was deceased at the time the person

employee  gequired the shares, the benefit is deemed to have been received by
that person, in the taxation year in which that person acquired the
shares, as income from the duties of an office or employment
performed by that person in that year in the country in which the
employee primarily performed the duties of the employee’s office or
employment.

Employee “82, If rights of the employee under the agreement
arerering contemplated in section 48 have, by one or more transactions between
respect of - persons not dealing at arm’s length, become vested in a particular
T person who transfers or disposes of the rights to another person with
whom the particular person is dealing at arm’s length, the employee

is deemed, subject to the second paragraph, to receive by reason of

his office or employment, in the taxation year in which the particular

Eerson made the transfer or disposition, a benefit equal to the amount

y which the value of the consideration for the transfer or disposition

exceeds the amount paid by the employee to acquire those rights.

Deceased Where the employee was deceased at the time the other person

emploee  aequired the employee’s rights, the benefit is deemed to have been
received by the particular person, in the taxation year in which the
particular person transferred or disposed of the employee’s rights, as
mcome from the duties of an office or employment performed by the
particular person in that year in the country in which the empﬂ)yee
primarily performed the duties of the employee’s office or
employment.”

(2) This section applies from the taxation year 1988.
e 13, 32. (1) The said Act is amended by inserting, after section 52,

525, the following section:

Presumption - @&.1 Where an employee owned, immediately before his
regardinga Jegth, a right to acquire shares under the agreement contemplated
employee  in section 48, the employee is deemed to have received by reason of
his office or employment, in the taxation year in which he died, a
benefit equal to the amount by which the value of the right
immediately after his death exceeds the amount paid by him to acquire

the right, and sections 50 to 52 do not apply.”

(2) This section applies in respect of deaths occurring after 13
July 1990.

c. I3, s. 58, 33. (1) Section 58 of the said Act is amended by replacing the
am. first paragraph by the following paragraph:
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Sale or issue “38. For the purposes of this division, except section 53, and of

of shates to gections 725.2 and 725.3, where a corporation has entered into an
arrangement under which shares of the corporation or of a corporation
with which it does not deal at arm’s length are sold or issued by either
corporation to a trustee to be held by the trustee in trust for sale to
an employee of the corporation or of a corporation with which it does
not deal at arm’s length, any rights of the employee under the
arrangement in respect of those shares, any shares acquired
thereunder by the employee or by a person in whom those rights have
become vested, and any amounts paid or a%reed to be paid to the
trustee for any shares acquired thereunder by the employee or any
such person, are deemed to be, respectively, rights under, shares
acquired under, and amounts paid or agreed to be paid to the
corporation for shares acquired under, an agreement contemplated
in section 48.”

(2) This section applies from the taxation year 1988.

c. I3, 5. 62, 34. (1) Section 62 of the said Act is amended by replacing
am. subsection 3 by the following subsection:

Maximum “8) The deduction under this section must not exceed the sum

allowable - of the commissions and other similar amounts, fixed by reference to
the volume of the sales made or the contracts negotiated, that the
individual receives in the year, and shall only be made to the extent
to which the amounts expended are not

(a) outlays, losses or replacements of capital or payments on
account of capital, except amounts described in section 64,

(b) outlays or expenses that, under section 134, would not be
deductible in computing the individual’s income for the year if the
office or employment were a business carried on by him, or

(c) amounts the payment of which reduced the amount that would
otherwise be included in computing the individual’s income for the
year under section 41.”

(2) This section applies from the taxation year 1990.

¢ I3, 35. (1) The said Act is amended by inserting, after section 62,
& 921 o the following sections:

Deduction “62.1 Notwithstanding section 62, no amount may be deducted
relating t in computing an individual’s income for a taxation year from an office

inbome  or employment in respect of any part, in this section and sections 62.2
and 62.3 referred to as the “work space”, of the self-contained
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Maximum
allowable
deduction

Carry-over
of amount
not
deducted

c. I-3, s. 63,
replaced

Travelling
expenses

Restriction

domestic establishment in which the individual resides, except to the
extent that the work space is either

(a) the place where the individual principally performs the duties
of the office or employment, or

(b) used

i. exclusively during the period in respect of which the amount
relates for the purpose of earning income from the office or
employment, and

ii. on a regular and continuous basis for meeting customers or
other persons in the ordinary course of performing the duties of the
office or employment.

“62.2 Where the conditions set out in paragraph a or b of section
62.1 are met in respect of the work space described in that section,
the amount in respect of the work space that may be deducted in
computing the individual’s income for a taxation year from the office
or employment shall not exceed the individual’s income for the year
from the office or employment, computed without reference to any
deduction in respect of the work space.

“62.3 Any amount in respect of a work space that was, by
reason only of section 62.2, not deductible in computing the
individual’s income for the preceding taxation year from an office or
employment is deemed to be an amount in respect of a work space that
is otherwise deductible and that, subject to section 62.2, may be
deducted in computing the individual’s income for the taxation year
from the office or employment.”

(2) This section applies from the taxation year 1991.

36. (1) Section 63 of the said Act is replaced by the following
section:

“63. Anindividual may deduct amounts expended by him in the
year, other than motor vehicle expenses, for travelling in the course
of his duties, if he is required to perform all or part of them away from
his employer’s place of business or in different places and if he is
required, under his contract of employment, to pay the travelling
expenses he incurs in the performance of his duties.

An individual shall not claim a deduction under this section if he
receives an allowance for travelling expenses that he is not required
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to include in computing his income for the year by reason of paragraph
e of section 39 or paragraph a or b of section 40, or if he claims any
deduction for the year under section 62, 65.1, 66 or 67.”

(2) This section applies from the taxation year 1988.

e 13, 37. (1) The said Act is amended by inserting, after section 63,
.81 the following section:

Motor “63.1 An individual may deduct amounts expended by him in

reees the year in respect of motor vehicle expenses incurred for travelling
in the course of his duties, if he is required to carry on all or part of
the duties away from his employer’s place of business or in different
places and is required, under his contract of employment, to pay motor
vehicle expenses he incurs in the performance of his duties.

Restriction An individual shall not claim a deduction under this section if he
receives an allowance for the use of a motor vehicle that he is not
required to include in computing his income for the year by reason
gg s,f,action 39 or 40, or if he claims a deduction for the year under section

(2) This section applies from the taxation year 1988.

e 13, 5. 64, 38. (1) Section 64 of the said Act is amended by replacing the
am. first paragraph by the following paragraph:

Motor “64. An individual entitled, in the year, to a deduction under
vehicle cost gaction 62, 63 or 63.1 may also deduct any interest paid by him in the
year on a loan made or an amount payable for the purchase of a motor
vehicle used by him in the performance of his duties as well as such
part of the capital cost of such a motor vehicle as regulations allow.”

(2) This section applies from the taxation year 1988.

e I3, 39. (1) Section 64.3 of the said Act is replaced by the following
s 63 section:

replaced

Certification “64.3 No amount may be deducted in the year by an individual

under section 62, 63 or 63.1, unless the individual submits to the
Minister with his fiscal return for the year under this Part a prescribed
form signed by his employer certifying that the conditions set out in
that section were met in the year in respect of the individual.”

(2) This section applies from the taxation year 1988.

e I3, 40. (1) The said Act is amended by inserting, after section 77,
s.71 the following section:
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Acquisition, “97.1 Where, in a taxation year, an employee is deemed by
redemption paason of section 53 to have disposed of a share held by a trust, the

tionof ~trust disposed of the share to the corporation that issued the share,
by atrust the disposition occurred as a result of the employee not meeting the
conditions necessary for title to the share to vest in the employee, and
the amount paid by the corporation to acquire the share from the trust
or to redeem or cancel the share did not exceed the amount paid to

the corporation for the share, the following rules apply:

(a) there may be deducted in computing the employee’s income
for the year from an office or employment the amount by which the
amount of the benefit deemed by section 49 to have been received by
the employee in the year or a preceding taxation year in respect of
the share exceeds any amount deducted under section 725.2 or 725.3
in computing the employee’s taxable income for the year or a
preceding taxation year in respect of that benefit, and

(b) notwithstanding any other provision of this Part, any gain or
loss of the employee otherwise determined from the disposition of the
share is deemed to be nil, and Division I of Chapter III of Title IX
of Book III does not apply to deem a dividend to have been received
in respect of the disposition.”

(2) This section applies from the taxation year 1988.
¢. 13, 5. 78, 41. (1) Section 78 of the said Act is amended

| (1) by replacing the second paragraph by the following
paragraph:

Certification “Notwithstanding the foregoing, no such amounts may be
deducted in the year by the individual unless he submits to the
Minister, with his fiscal return for the year under this Part, a
prescribed form signed by his employer certifying that the conditions
§e;cl '01_15 inl the first paragraph were met in the year in respect of the
individual.”;

(2) by adding, after the second paragraph, the following
paragraph:

Work space “The rules set forth in sections 62.1 to 62.3 ap};l)ly, with such

inhome  modifications as the circumstances require, for the purpose of
computing the amount that may be deducted by an individual under
this section in respect of any part, in those sections referred to as the
“work space”, of a self-contained domestic establishment in which the
individual resides.”
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1988(2) Paragraph 1 of subsection 1 applies from the taxation year

1991(3) Paragraph 2 of subsection 1 applies from the taxation year

c. 13, 42. (1) Section 79.1 of the said Act is replaced by the following

s, 79.1, 3 :
veplaeca  Section:

Employment 49,1 Anindividual whois resident in Québec in a taxation year,

aside - except an individual contemplated in section 79.1.1, and who has
performed substantially all the duties of his employment outside
Canada throughout a period of not less than 30 consecutive days that
commenced in the year or a preceding year may deduct, in computin
his income for the year from that employment, the amounts provide
for in section 79.2, if he is employed throughout that period by a
specified employer and if such duties are in connection with a contract
under which the specified employer carries on business outside
Canada with respect to prOS£ecting for or exploitation of petroleum,
natural gas, minerals or other similar resources, or in respect of
business connected with a farming, construction, installation or
engineering activity or any prescribed activity, or for the purpose of
obtaining such a contract for the specified employer.”

(2) This section applies from the taxation year 1985.

. 13, 43. (1) Section 79.2 of the said Act is amended by replacing
s-19.2,am. naragraphs a and b by the following paragraphs:

“(a) the amount obtained by multiplying the out-of-Canada living
allowance received by the individual in the year by the ratio between
his net allowance and his total out-of-Canada living allowance related
to his employment;

“(b) the amount obtained b multiplying the net income received
by the individual in the year and that part of the out-of-Canada living
allowance received by him in the year and which exceeds the amount
computed under paragraph a by the ratio between the number of
consecutive Eeriods of 30 full days, not exceeding 12, worked outside
Canada by the individual during that period in his employment, and
12.”

(2) This section applies from the taxation year 1985.

¢ 13, 44. (1) Section 79.3 of the said Act is amended by replacing
= 3 am paragraphs b and ¢ by the following paragraphs:
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“net allow- ' “(b) “net allowance” means that part of the out-of-Canada living
ance .:allowance of an individual which does not exceed one-half of his net
income;

“netincome”  “(¢) “net income” means the income of an individual from his
employment outside Canada, computed without taking into account
any out-of-Canada living allowance related to that employment and
before any deduction under this chapter.”

(2) This section applies from the taxation year 1985.

¢ 13, 45. (1) Section 83.1 of the said Act is replaced by the following
s. 81 section:
replaced *

Cost of land “83.1 For the purposes of section 83, the cost to a taxpayer of
described inand that is describeci) in the inventory of a business carried on by the
tryofa taxpayer shall include the amount of each expense described in the
e first paragraph of section 164 in respect of that land for which no
deduction is permitted to the taxpayer or to another person in respect

of whom the taxpayer was a person, corporation or partnership
described in subparagraph ii of paragraph c of section 165 where that
amount was not included in or added to the cost to that other person

of any property otherwise than by reason of paragraph e.l1 of section

255 or subparagraph xi of paragraph ¢ of the said section 255.”
(2) This section applies from the taxation year 1988.

o 13 46. (1) The said Act is amended by inserting, after section 84,

sadgea’  the following section:

Methods of “84.1 Where property described in the inventory of a business

valuation  of 3 taxpayer at the end of a taxation year is valued in accordance with
a method provided for under sections 83 to 85.6, that method shall,
subject to section 85.5, be used in the valuation of property described
in the inventory of that business at the end of the following taxation
year for the purpose of computing the taxpayer’s income from that
business unless the taxpayer, with the concurrence of the Minister
and on such terms and conditions as are specified by the Minister,
adopts another method provided for under those sections.”

(2) This section applies in respect of computations of income from
the taxation year 1990.

e. 13, 5. 89, 47. (1) Section 89 of the said Act is amended by replacing

am. subparagraph ii of subparagraph b of the first paragraph It))y the
following subparagraph:
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Deemed
acerual

c. I-3,
s. 92.7

“investment
contract”
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“ii. to any sta%e that is not beyond the prime metal stage or its
equivalent, of metal, minerals other than iron or petroleum or related

)

hydrocarbons, or coal from a mineral resource;”.

(2) This section applies in respect of amounts that become
receivable after 13 July 1990.

48. (1) Section 92.5 of the said Act is replaced by the following
section:

“92.5 For the purposes of sections 92, 92.1, 92.7, 157.6 and 167,
where a taxpayer acquires an interest in a prescribed debt obligation,
interest on the obligation, computed in prescribed manner, is deemed
to accrue to the taxpayer in each taxation year during which the
taxpayer holds the interest.”

(2) This section applies in respect of investment contracts last
acquired after 31 December 1989.

49. (1) Section 92.7 of the said Act is amended by replacing

+am paragraph a by the following paragraph:

“(@) “investment contract”, in relation to a taxpayer, means any
debt obligation other than

i. a salary deferral arrangement or a plan or arrangement that,
but for any of paragraphs a, b and d to ! of section 47.16, would be
a salary deferral arrangement,

ii. a retirement compensation arrangement or a plan or
arrangement that, but for any of subparagraphs a, b, d and f to n of
the second paragraph of section 890.1, would be a retirement
compensation arrangement,

iii. an employee benefit plan or a plan or arrangement that, but
f(ir the second paragraph of section 47.6, would be an employee benefit
plan,

iv. a foreign retirement arrangement,
v. an income bond or debenture,

vi. a development bond,

vii. a small business bond,

viii. anobligation inrespect of which the taxpayer has, otherwise
than by reason of section 92.1, at periodic intervals of not more than
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one year included, in computing his income throughout the period in
which he held an interest in the obligation, the income accrued thereon
for such intervals, or

ix. a preseribed contract;”.

(2) This section applies, subject to subsections 3 and 4, from the
taxation year 1985.

(3) In its application to the taxation year 1985, paragraph a of
section 92.7 of tﬁe Taxation Act, enacted by subsection 1, shall read
without reference to subparagraphs i, ii and iv thereof and, where it
applies to the taxation years 1986 to 1989, it shall read without
reference to subparagraph iv thereof.

(4) Where subparagraph viii of paragraph a of section 92.7 of the
Taxation Act, enacted %y subsection 1, applies in respect of debt
obligations acquired before 1 January 1990, the reference in that
subparagraph to “not more than one year” shall read as a reference
to “not more than three years”.

¢ 13, 50. (1) Section 92.9 of the said Act is repealed.

repesled (2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

o ls 51. (1) Section 92.11 of the said Act is amended

o (1) by replacing the first paragraph by the following paragraph:

Interest in a “92.11 Where in a taxation year a tax%\yer holds an interest

anee poliey ecember 1989, on any

life insur- i) g life insurance Folicy last acquired after 31

anniversary day of the policy, the taxpayer shall include in computin
his income for the year the amount by which the accumulating fun
on that day, as determined in prescribed manner, in respect of the
interest in the policy exceeds the adjusted cost basis to the taxpayer
of the interest in the policy on that day.”;

(2) by replacing subparagraph c of the second paragraph by the
following subparagraph:

“(c) an annuity contract received, as proceeds from a life
insurance policy that was not an annuity contract and that was last
ac%uired before 2 December 1982, by the policyholder under the terms
and conditions of the policy.”

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.
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e 13, 52. (1) Section 92.13 of the said Act is replaced by the following
s %213 section:

replaced

Interest in “92.13 Where in a taxation year section 92.11 applies with

an anndity respect to a taxpayer’s interest in an amnuitirl contract, or would apply
if the contract had an anniversary day in the year at the time when
the taxpayer held the interest, and at the end of the year the
aggregate determined under section 976.1 in respect of the interest
exceeds the aggregate determined under section 976 in respect of the
interest, the taxpayer shall include the excess in computing his income
for the year.”

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

e I3, 33. (1) Section 92.16 of the said Act is replaced by the following
8. 92.16, Section .
replaced *
Deemed “92.16 For the purposes of sections 92.11 to 92.19, where the

acquisition first premium under an annui%_y contract last acquired by a taxpayer

iman — before 1 January 1990 was not fixed before that date and was paid after

sontraxt 31 December 1989 by or on behalf of the taxpayer, the premium is
deemed to have been paid to acquire, at the time the premium was
paid, an interest in a separate annuity contract issued at that time,
to the extent that the amount of the premium was not fixed before
1January 1990, and each subseguent premium paid under the contract
is deemed to have been paid under the separate contract, to the extent
that the amount of that subsequent premium was not fixed before 1
January 1990.

Exception The first paragraph does not apply in respect of an annuity
contract descm’i)ed In subparagraph b of the second paragraph of
section 92.9 or to which section 92.9 or 92.12 applies, as that
subparagraph and those sections read in their application to life
insurance policies last acquired before 1 January 1990, or to which
section 92 applies.”

(2) This section applies in respect of premiums paid after 31
December 1989.

¢ 18 54. (1) Section 92.19 of the said Act is amended

(1) by replacing that part preceding paragraph a by the
following:

Interpreta- “92.19 For the purposes of sections 92.11 to 92.19, 160 and 161,
tion paragraph ¢ of section 312 and sections 966 to 977.1,”;
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(2) by replacing paragraph b by the following paragraph:

“anniver- “(b) “anniversary day” of a life insurance policy means the da

sary day”  that is one year after the day immediately preceding the day on whic
the policy was issued and each day that occurs at each successive
one-year interval after the anniversary day determined firstly under
this paragraph.”

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

e 13, 5. 93, 55. (1) Section 93 of the said Act, amended by section 23 of
am. chapter 1 of the statutes of 1992, is again amended by replacing
paragraphs b and ¢ by the following paragraphs:

“total depre- “(b) “total depreciation” allowed to a taxpayer before any time

ciation” ~ for ﬁroFeny of a prescribed class means the aggregate of all amounts
each of which is an amount deducted by the taxpayer by reason of
paragraph a of section 130 in respect of property of that class or an
amount deducted under section 130.1, or that would have been so
deducted but for the fifth paragraph of section 130.1, in computing
his income for the taxation years ending before that time;

“depreciable “(c) “depreciable property” of a taxpayer as of any time in a

property” - taxation year means property acquired by the taxpayer in respect of
which he has been allowed, or would, if he owned the property at the
end of the year and if this Part were read without reference to section
93.6, be entitled to, a deduction under paragraph a of section 130 in
computing his income for that taxation year or a previous taxation
year;”.

(2) This section, where it replaces paragraph b of section 93 of
the Taxation Act, applies to taxation years commencing after 13 July
1990 and, where it replaces paragraph c of the said section 93, applies
in respect of property acquired after 31 December 1989.

¢ I3, 56. (1) The said Act is amended by inserting, after section 93.5,
e deathe following sections:

Restriction “93.6 In applying paragraé)h e of section 93 for the purposes of
Meducionparagraph a of section 130 and any regulations made under that
ertyie | ﬁaragraph a, in computing a taxpayer’s income for a taxation year
foruse. - from a business or property, no amount shall be included in calculating
the undepreciated capital cost to the taxpayer of depreciable property
of a prescribed class in respect of the capital cost to the taxpayer of
a property of that class, other than prescribed property or property

that is a certified production within the meaning of the regulations
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made under paragraph a of section 130, before the time at which the
property is considered to have become available for use by the
taxpayer.

“93.7 For the purposes of section 93.6 and subject to section
93.9, property, other than a building or part thereof, acquired by a
taxpayer shall be considered to have become available for use by the
taxpayer at the time that is the earliest of

(a) the time at which the property is first used by the taxpayer
for the purpose of earning income,

(b) the time that is immediately after the commencement of the
first taxation year of the taxpayer commencing more than 357 days
after the end of the taxation year of the taxpayer in which the property
was acquired by the taxpayer,

(c) the time that is immediately before the disposition of the
property by the taxpayer,

(d) the time at which the property has been delivered or made
available to the taxpayer and is capable, either alone or in combination
with other property within the possession of the taxpayer at that time,
of producing a commercially saleable product or performing a
commercially saleable service, including an intermediate product or
service that is used or consumed, or is to be used or consumed, by
the taxpayer in producing or providing any such product or service,

(¢) in the case of property acquired by the taXﬁ)ayer for the
revention, reduction or elimination of air or water pollution created
y operations carried on by the taxpayer or that would be created by

such operations if the property had not been acquired, the time at

which the property is installed and capable of performing the function
for which it was acquired,

(f) in the case of proEerty acqﬂired by a corporation a class of
shares of the capital stock of which is listed on a prescribed stock
exchange, a corporation that is a public corporation by reason of an
election made under clause A of subparagraph ii of paragraph g of
subsection 1 of section 89 of the Income Tax Act (Statutes of anada)
or a designation made by the Minister of National Revenue in a notice
to the corporation under clause B of the said subparagraph ii, or a
subsidiary wholly-owned corporation of any such corporation, the end
of the taxation year for WhiCE depreciation in respect of the property
is first deducted in computing the earnings of the corporation in
accordance with generally accepted accounting principles and for the
purpose of the financial statements of the corporation for the year
presented to its shareholders,
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(9) inthe case of property acquired by the taxpayer in the course
of carryin%l on a business of farming or fishing, the time at which the
property has been delivered to the taxpayer and is capable of
performing the function for which it was acquired,

(k) in the case of property of a taxpayer that is a motor vehicle,
trailer, trolleybus, aircraft or vessel for which one or more permits,
certificates or licences evidencing that the property may be operated
by the taxpayer in accordance with any laws regulating the use of such
property are required to be obtained, the time at which all such
permits, certificates or licences have been obtained,

() in the case of property that is a spare part intended to replace
a part of another property of the taxpayer if required due to the
breakdown of that other property, the time at which that other
property became available for use by the taxpayer,

() in the case of a concrete gravity base structure and topside
modules intended to be used at an oil production facility in a
commercial discovery area, within the meaning assigned by the
Canada Petroleum Resources Act (Statutes of Canada), on which the
drilling of the first well that indicated the discovery commenced before
5 March 1982, in a prescribed offshore region, the time at which the
gravity base structure deballasts and lifts the assembled topside
modules, and

(k) where the {)roperty is, within the meaning of subsection 3 of
section 96, a replacement for a former property described in
paragraph a of subsection 1 of that section that was acquired before
1 January 1990 or that had become available for use at or before the
time at which the replacement property is acquired, the time at which
the replacement property is acquired.

For the purposes of subparagraph f of the first paragraph, where
the depreciation referred to therein in respect of property is calculated
by reference to a proportion of the cost of the property, only that

ortion of the property shall be considered to have become available
or use at the end of the taxation year referred to in that
subparagraph.

“93.8 For the purposes of section 93.6 and subject to section
93.9, property that is a building or part thereof of a taxpayer shall
be considered to have become available for use by the taxpayer at the
time that is the earliest of

(a) the time at which all or substantially all of the building is first
used for the purpose for which it was acquired,
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(b) the time at which the construction of the building is complete,

(c) the time that is immediately after the commencement of the
first taxation year of the taxpayer commencing more than 357 days
after the end of the taxation year of the taxpayer in which the property
was acquired by the taxpayer,

(d) the time that is immediately before the disposition of the
property by the taxpayer, and

(e) where the property is, within the meaning of subsection 3 of
section 96, a replacement for a former property described in
paragraph a of subsection 1 of that section that was acquired before
1 January 1990 or that had become available for use at or before the
time at which the replacement property is acquired, the time at which
the replacement property is acquired.

Renovation, For the purposes of this section, a renovation, alteration or
alteration orgdition to a particular building shall be considered to be a building
separate from the particular building.

Election “93.9 For the purposes of section 93.6, where a taxpayer has

egardine acquired property, other than a building that is used or is to be used

thatis part by the taxpayer principally for the purpose of gaining or producing

ofa project oposs revenue that is rent, in the taxpayer’s first taxation year, in this
section referred to as the “particular year”, commencing more than
357 days after the end of the taxpayer’s taxation year in which the
taxpayer first acquired property after 31 December 1989 that is part
of a project of the taxpayer, or in a taxation year subsequent to the
particular year, and at the end of any taxation year, in this section
referred to as the “inclusion year”, of the taxpayer, the property may
reasonably be considered to be part of the project and has not
otherwise become available for use, if the taxpayer so elects in
prescribed form filed with the taxpayer’s fiscal return under this Part
for the particular year, that particular portion of the property the
capital cost of which does not exceed the amount determined under
the second paragraph is deemed to have become available for use
immediately before the end of the inclusion year.

computation ' The amount referred to in the first paragraph is equal to the
amount by which the aggregate of all amounts each of which is the
capital cost to the taxpayer of a depreciable property, other than a
building that is used or is to be used by the taxpayer principally for
the purpose of gaining or producing gross revenue that is rent, that
is part of the project referred to in the first paragraph, that was
acquired by the taxpayer after 31 December 1989 and before the end
of the taxpayer’s last taxation year ending more than 357 days before
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the commencement of the inclusion year and that has not become
available for use at or before the end of the inclusion year, except
where the property has first become available for use before the end
of the inclusion year by reason of subparagraph b of the first paragraph
of section 93.7, subparagraph c of the first paragraph of section 93.8
or this section, exceeds the aggregate of all amounts each of which
is the capital cost to the taxpayer of a depreciable property, other than
the particular portion of the property, that is part of the project to
the extent that the property is considered, by reason of this section,
to have become available for use before the end of the inclusion year.

“93.10 For the purposes of section 93.6 and notwithstanding
sections 93.7 to 93.9, property of a taxpayer is deemed to have become
available for use by the taxpayer at the time at which the property
was acquired by the taxpayer where

(a) the property was acquired from a person with whom the
taxpayer was, at that time, not dealing at arm’s length, otherwise than
by reason of a right referred to in paragraph b of section 20, or in the
course of a reorganization in respect of which, if a dividend were
received by a corporation in the course of the reorganization, section
308.1 would not a:fply to the dividend by reason of the application of
section 308.3; an

(b) the property had become available for use by the person from
whom it was acquired, determined without reference to su%paragraph
c of the first fparag’raph of section 93.7 and subparagraph d of the first
paragraph of section 93.8, before that time.

“93.11 For the purposes of subparagraph b of the first
paragraph of section 93.7, subparagraph c of the first paragraph of
section 93.8 and section 93.9, where a property of a taxpayer was
acquired from a person, the taxpayer is deemed to have acquired the
property at the time it was acquired by the person, where

(a) the taxpayer was, at the time the taxpayer acquired the
groperty, not dealing at arm’s length with the person, otherwise than
y reason of a right referred to in paragraph b of section 20, or

(b) the Froperty was acquired in the course of a reorganization
in respect of which, if a divigend were received by a corporation in
the course of the reorganization, section 308.1 would not apply to the
dividend by reason of the application of section 308.3.

“93.12 Where a taxpayer has leased property that is
depreciable property of a person with whom the taxpayer does not
deal at arm’s length, the amount determined und}ér the second
paragraph is deemed to be the cost to the taxpayer of a property
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included in Class 13 in Schedule B to the Regulation respecting the
Taxation Act (R.R.Q., 1981, chapter I-3, r.1) and not to be an amount
paid or payable for the use of, or the right to use, the property.

The amount referred to in the first paragraph is equal to the
amount by which the aggregate of any amounts paid or payable by
the taxlpayer for the use of, or the right to use, the property in a
particular taxation year and before the time at which the property
would have been considered to have become available for use by the
taxpayer if the taxpayer had acquired the property, and that, but for
this section, would be deductible in computing the taxpayer’s income
for any taxation year exceeds the aggregate of any amounts received
or receivable by the taxpayer for t%e use of, or the right to use, the
property in the particular taxation year and before that time and that
are included in the income of the taxpayer for any taxation year.”

(2) This section, where it enacts sections 93.6 to 93.9 of the
Taxation Act, applies in respect of property acquired by a taxpayer
after 31 December 1989, other than property acquired either from a
person with whom the taxpayer was not dealing at arm’s length,
otherwise than by reason of a right referred to in paragraph b of
section 20 of the said Act, at the time the property was acquired, or
in the course of a reorganization in respect of which, if a dividend were
received by a corxoration in the course of the reorganization, section
308.1 of the said Act would not apply to the dividend by reason of the
application of section 308.3 of the said Act, where the property was
depreciable property of the person from whom it was acquired and
was owned by that person before 1 January 1990.

(3) This section, where it enacts sections 93.10 and 93.11 of the
Taxation Act, applies in respect of property acquired after 31
December 1989.

(4) This section, where it enacts section 93.12 of the Taxation
Act, applies in respect of depreciable property of a person referred
to in the said section 93.12 that was acquired by that person after 31
December 1989.

57. (1) Section 96 of the said Act is amended by replacing
paragraphs a to ¢ of subsection 3 by the following paragraphs:

“(a) that was acquired by the taxpayer for a use similar to the
use to which the taxpayer or a person related to the taxpayer put the
former property;

“(b) where the former property was used by the taxpayer or a
person related to the taxpayer for the purpose of gaining or producing
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income from a business, that was acquired by the taxpayer either for
the purpose of gaining or producing income from that or a similar
business, or for use by a person related to the taxpayer for such a
purpose; and

“(¢) where the former property was taxable Canadian property
or would have been taxable Canadian property if the taxpayer ha
been not resident in Canada throughout the year in which the former
property was disposed of and the former property had been used in
a business carried on by the taxpayer, that is taxable Canadian
Eroperty, or would be taxable Canadian property if the taxpayer had

een not resident in Canada throughout the year in which the
depreciable property was acquired and the depreciable property were
used in a business carried on by the taxpayer.”

(2) This section, where it replaces Xaragra hs a and b of
subsection 3 of section 96 of the Taxation Act, applies in respect of
dispositions of former properties occurring after 13 July 1990.

(3) This section, where it replaces paragraph c¢ of subsection 3
of section 96 of the Taxation Act, applies in respect of property
acquired as a replacement for a former property disposed of aig:er 2
April 1990, other than a former property disposed of pursuant to an
agreement in writing entered into before 3 April 1990 or pursuant to
a written notice of an intention to take the property under statutory
authority given before 3 April 1990 or for the sale price of the proiyerty
sold to a person by whom such a notice was given before 3 April 1990.

c. 13, 5. 99, 58. (1) Section 99 of the said Act is amended

am.

(1) by replacing paragraph a by the following paragraph:

property “(a) where a taxpayer, having acquired property to gain income,
wedfor  hegins at a later time to use it for some other purpose, he is deemed
purpose  t0 have disposed of it at that time for proceegs of disposition equal

to its fair market value and to have reacquired it immediately

thereafter at a cost equal to that fair market value;”;

(2) by replacing subparagraph ii of paragraph b by the following
subparagraph:

“ii. the aggregate of its cost to him at that time determined
without reference to this paragraph, paragraph a and subparagraph
ii of paragraph d, and 3/4 of the amount by which the fair market value
of the property at that time exceeds the aggregate of the cost to him
of the property at that time determined without reference to this
paragraph, paragraph a and subparagraph ii of paragraph d, and 4/3
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of the amount deducted by him under Title VI.5 of Book IV in respect
of the amount by which tﬁe fair market value of the property at that
time exceeds the cost to him of the property at that time determined
without reference to this paragraph, paragraph a and subparagraph
ii of paragraph d;”;

(3) by replacing subparagraph i of paragraph d by the following
subparagraph:

“i. where the proportion of the use made of the property to gain
income has increased at a particular time, the taxpayer is deemed to
have acquired at that time depreciable property of that class at a
capital cost equal to the aggregate of the proportion of the lesser of
its fair market value at that time, and its cost to him at that time
determined without reference to this subparagraph, subparagraf)h ii
and para%raph a that the amount of the increase in the use regularly
made by him of the property to gain income is of the whole of the use
regularly made of it, and 3/4 of the amount by which the amount
deemed under section 283 to be his proceeds of disposition of the
property in respect of the change in the use made of the property
exceed the aggregate of that proportion of the cost to him of the
property at that time determined without reference to this
subparagraph, subparagraph ii and paragraph a, that the amount of
the increase in the use regularly made by him of the property to gain
income is of the whole of the use regularly made of the property, and
4/3 of the amount deducted by him under Title V1.5 of Book IV in
respect of the amount by which the amount deemed under section 283
to be his proceeds of disposition of the property in respect of the
change in the use made of the property exceeds that proportion of the
cost to him of the progerty at that time determined without reference
to this subparagraph, subparagraph ii and para agh a that the
amount of the increase in the use regularly mau%:aF him of the
property to gain income is of the whole of the use regularly made of
the property;”;

(4) by replacing that part of paragraph d.1 preceding
subparagraph i by the following:

“(d.1) notwithstanding any other provision of this Part, where
at any time a particular person or partnership has, in any manner
whatever, acquired, otherwise than as a consequence of the death of
the transferor, a depreciable property of a prescribed class, other than
a passenger vehicle in respect of which paragraph d.3 or d.4 or section
525.1 applies or a timber resource property, from a transferor being
a person or partnership with whom the particular person or
partnership did not deal at arm’s length and the property was a capital
property of the transferor, the following rules apply:”;
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(6) by replacing that part of paragraph d.2 preceding
subparagraph i by the following:

capital cost “(d.2) where a corporation is deemed by subparagraph c of the
o abre . Second paragraph of section 736 or paragraph b of section 999.1 to have
ety ¢ disposed of and reacquired depreciable property other than a timber
orreac. . Tesource property, the capital cost to the corporation of the property
auired gt the time of the reacquisition is deemed to be the amount that is equal

to the aggregate of”’;

(6) by replacing that part of paragraph d.4 preceding
subparagraph i by the following:

maximum “(d.4) notwithstanding paragraph d.3, where a passenger vehicle
capital  is acquired at any time by a taxpayer from a person with whom the

passenger - taxpayer does not deal at arm’s length and this paragraph, paragraph
sequired  d.3 or section 525.1 applies to the person in respect of that passenger
foma  vehicle, the capital cost thereof to the taxpayer is deemed to be equal

person  to the least of the following amounts:”.

(2) Paragraph 1 of subsection 1 applies in respect of changes in
use of property occurring after 22 May 1985. However, where
paragraph a of section 99 of the Taxation Act, enacted by the said
garagraph 1, applies in respect of changes in use of property occurring

efore 1 May 1988, it shall read as follows:

property “(a) where a taxpayer, having acquired property to gain income

usedfor therefrom or from a business, begins at a later time to use it for some

rurpose  other purpose, he is deemed to have disposed of it at that time for
proceeds of disposition equal to its fair market value and to have
realthuired it immediately thereafter at a cost equal to that fair market
value;”.

(3) Paragraphs 2 and 3 of subsection 1 apply in respect of changes
in the use of 1El)roperty occurring after 22 May 1985. However, where
subparagraph ii of paragraph b and subparagraph i of paragraph d of
section 99 of the Taxation Act, enacted by the said paragraphs 2 and
3, apply in respect of changes in the use of property by

(a) a person or partnership in taxation ﬁears or fiscal periods
ending before 1 January 1988, the references therein to “3/4” and “4/3
of” shall read as references to “1/2” and “2 times”, respectively,

(b) an individual or a partnership in taxation years or fiscal
periods ending after 31 December 1987 and before 1 January 1990,
the references therein to “3/4” and “4/3” shall read as references to
“2/3” and “3/2”, respectively,
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(c) acorporation in taxation years ending after 31 December 1987
and commencing before 1 January 1990 throughout which the
corporation was a Canadian-controlled private corporation, the
reference therein to “3/4” shall, in respect of the corporation for the
yfe;ar, read as a reference to the fraction determined as the aggregate
0

i. that proportion of 1/2 that the number of days in the year that
are before 1 January 1988 is of the number of days in the year,

ii. that IS)roportion of 2/3 that the number of days in the year that
are after 31 December 1987 and before 1 January 1990 is of the number
of days in the year, and

ili. that proportion of 3/4 that the number of days in the year that
are after 31 December 1989 is of the number of days in the year, and

(d) acorporation intaxation years ending after 31 December 1987
and commencing before 1 January 1990, where throughout the year
the corporation is not a Canadian-controlled private corporation, the
reference therein to “3/4” shall, in respect of the corporation for the
yfgar, read as a reference to the fraction determined as the aggregate
0

i. that proportion of 1/2 that the number of days in the year that
are before 1 July 1988 is of the number of days in the year,

ii. that proportion of 2/3 that the number of days in the year that
are after 30 June 1988 and before 1 January 1990 is of the number of
days in the year, and

iii. that Broportion of 3/4 that the number of days in the year that
are after 31 December 1989 is of the number of days in the year.

(4) Paragraphs 4 and 5 of subsection 1 apply in respect of
property acquired after 22 May 1985.

(5) Paragraph 6 of subsection 1 applies to taxation years or fiscal
periods commencing after 17 June 1987 and ending after 31 December
1987.

59. (1) Section 101.6 of the French text of the said Act is
amended by replacing paragraph b by the following paragraph:

“(b) toute partie du montant ainsi recu par lui qu’il a remboursée,
conformément a une obligation juridique de rembourser ce montant
en totalité ou en partie, a 'égard du bien et avant qu’il ne I'aliéne, dans
la mesure ou I'on peut raisonnablement considérer le montant ainsi
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remboursé comme étant relatif au montant choisi en vertu du présent
article a I'égard du bien.”

(2) This section has effect from 1 February 1990.

¢ I3, 60. (1) Section 104.1 of the said Act is amended by replacing
s. 1041, the first paragraph by the following paragraph:

Depreciable “104.1 Where an amount is included under section 94 in

property  computing the income of a taxpayer, other than a partnership, for a
taxation year in respect of depreciable property of a prescribed class
and an amount was deducted under section 156.1 in respect of that
property in computing the taxpayer’s income from a business for a
preceding taxation year, an amount equal to the product obtained by
multiplying the aggregate of the amounts determined under section
156.2 or 156.3, as the case may be, in respect of the property for a
preceding taxation year by the amount determined according to the
following formula, shall be included in computing the taxpayer’s
income from a business for the year:

B D

(2) This section applies from the taxation year 1988.

e 13, 61. (1) The said Act is amended by inserting, after section
S40411104.1, the following section:

Other inclu- “104.1.1 Where an amount is included under section 94 in
sions computing the income of a partnership for a taxation year in respect
of depreciable property of a prescribed class and an amount was
deducted under section 156.1 in respect of that property in computing
the partnership’s income from a business for a preceding taxation
year, there shall be included in computing the income from a business
of any taxpayer, other than a partnership, who may reasonably be
considered to be entitled for a particular taxation year, whether
directly or indirectly by means of another partnership, to a share of
the income of the partnership for the year, or, as the case may be,
could reasonably be considered to be so entitled for the particular year
to a share of the income of the partnership for the year if the
artnership had income for the year, the amount determined by the

ormula

B

AXE.

Interpreta- For the purposes of the formula set forth in the first paragraph,

tion
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(@) A is the amount that may reasonably be considered to be the
taxpayer’s share of an amount equal to the product obtained by
multiplying the aggregate of the amounts determined under section
156.2 or 156.3, as the case may be, in respect of the property referred
to in the first paragraph for a preceding taxation year by the quotient
obtained by dividing the amount included under section 94 in
computin% the income of the partnershiﬁ for the year in respect of the
grofperty y the total depreciation, within the meaning of paragraph
of section 93, allowed to the partnership in respect of the property,

(b) Bis

1. where the taxpayer is an individual, the aggre%ate of the
income earned in Québec and elsewhere by the individual in the
particular year, and

ii. where the taxpayer is a corporation, the aggregate of the
business carried on in (Suébec and elsewhere by the corporation in the
particular year,

(¢c) Cis

i. where the taxpayer is an individual, the income earned in
Québec by the individual in the particular year, and

ii. where the taxpayer is a corporation, the business carried on
in Québec by the corporation in the particular year.”

(2) This section applies from the taxation year 1988.

¢ 13, 62. (1) Section 104.2 of the said Act is amended by replacing
= 1042 that part preceding paragraph a by the following:
Interpreta- “104.2 For the purposes of sections 104.1 and 104.1.1,”.
(2) This section applies from the taxation year 1988.
¢ 13, 63. (1) Section 104.3 of the said Act is replaced by the following
s. 1043 gection:
replaced
Transferor “104.3 For the purposes of this division, where at any time a

and trans- - 3 xpayer has, in any manner whatever, acquired depreciable property
dealing at of a prescribed class from a transferor, any of sections 7.6, 99, 439,
arms length 444450, 455, 462, 5217, 565, 617, 624, 630, 688, 690.1 to 690.3 and 832.4
applied in respect of the acquisition, the property was, immediately
before its acquisition by the taxpayer, a capital property of the
transferor and an amount was deducted under section 156.1 in respect

of the property in computing the income of the transferor for any
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taxation year, the taxpayer is deemed to have deducted under section
156.1 in respect of the property in computing his income from a
business for the taxation years preceding the taxation year in which
he acquired the property, an amount equal to the amount so allowed
as a deduction under such section 156.1 in respect of the property in
computing the income of the transferor.”

(2) This section applies from the taxation year 1988.

64. (1) Section 105 of the said Act is amended

(1) by replacing subparagraph ii of paragraph a by the following
subparagraph:

“ii. the amount by which the excess exceeds the aggregate of the
amount determined under subparagraph i and 1/2 of the amount
determined under subparagraph 2 of subparagraph i of paragraph b
of section 107 in respect of the business is deemed to be a taxable
capital gain of the taxpayer from a disposition of capital property by
him in the year and, for the purposes of Title V1.5 of Book IV, that
property is deemed to have been disposed of by him in the year;”;

(2) by replacing paragraph b by the following paragraph:

“(b) in any other case, the amount by which the excess exceeds
1/2 of the amount determined under subparagra%h 2 of subparagraph
i of paragraph b of section 107 in respect of the business shall be
ir}llcluded in computing the taxpayer’s income from that business for
the year.”

(2) This section applies, in the case of a corporation, to taxation
years commencing after 30 June 1988 and, in any other case, to fiscal
periods commencing after 31 December 1987.

65. (1) Section 106.1 of the said Act is replaced by the following
section:

“106.1 Notwithstanding any other provision of this Part,
where at any time a particular person or partnership has, directly or
indirectly, in any manner whatever, acquired an intangible capital
property in res%ect of a business from a transferor being a person or
partnership with whom the person or partnership did not deal at arm’s
length, and the property that was disposed of was an intangible capital
property of the transferor, other than property acquired by the
particular person or partnership as a consequence of the death of the
transferor, the intangible capital amount of the particular person or
partnership in respect of the business is deemeg, in respect of that
acquisition, to be equal to 4/3 of the amount by which
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(@) the amount determined under subparagraph ii of paragraﬂh
b of section 107 by the transferor in respect of the disposition of the
property exceeds

(b) the aggregate of all amounts each of which is an amount that
may reasonably be considered to have been claimed as a deduction
under Title V1.5 of Book IV by any person with whom the particular
person or partnership was not dealing at arm’s length in respect of
the disposition of the property by the transferor, or any other
disposition of the property before that time.

Restriction Notwithstanding the foregoing, where the particular person or
partnership has disposed of the property after that time, the amount
which is deemed under the first paragraph to be the intangible capital
amount of the particular person or partnership in respect of the
property shall be determined at any time after the disposition as if
the amount determined under subparagraph b of the first paragraph
in respect of the property were the lesser of

(@) the amount otherwise so determined, and

(b) the amount by which the amount determined under
subparagraph a of the first paragraph in respect of the disposition of
the property by the transferor exceeds the amount determined under
subparagraph ii of paragraph b of section 107 in respect of the
disposition of the property by the particular person or partnership.”

(2) This section applies in resgect of acquisitions of property
oceurring after 31 December 1987. However, where section 106.1 of
the Taxation Act, enacted by this section, apBIies in respect of
ac(}uisitions of property by a taxpayer after 31 December 1987 but
betore the adjustment time, within the meaning of the said Act, of
the taxpayer in respect of the business in which the property is used,
the reference therein to “4/3 of’ shall read as a reference to “two
times”.

¢ I3, 66. (1) Section 107 of the said Act is amended

s. 107, am.

(1) by striking out the word “exceeds” at the end of subparagraph
iv of paragraph a;

(2) by adding, after subparagraph iv of paragraph a, the
following subparagraph:

“v. where the aggregate determined under subparagraph ii
exceeds zero, 1/2 of the amount determined under subparagraph 2 of
subparagraph i of paragraph b in respect of the business, exceeds”.
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(2) This section applies, in the case of a corporation, to taxation
years commencing after 30 June 1988 and, in any other case, to fiscal
periods commencing after 31 December 1987.

e I3, 67. (1) Section 110.1 of the said Act is amended by replacing
s 1101, paragraph ¢ of subsection 2 by the following paragraph:

am.

“(c) where the former groperty was used by the taxpayer in a
business carried on in Canada, acquired for use by the taxpayer in a
business carried on by the taxpayer in Canada.”

(2) This section applies in respect of property acquired as a
replacement for a former property disposed of after 2 April 1990, other
than a former property disposed of pursuant to an agreement in
writing entered into before 3 April 1990 or pursuant to a written notice
of an intention to take the property under statutory authority given
before 3 April 1990 or for the sale price of the Kroperty sold to a person
by whom such a notice was given before 3 April 1990.

¢ 13, 68. (1) Section 112 of the said Act is replaced by the following
s 112, section:

replaced

Provision “112. Section 111 does not a%ply if the amount or value

not to applY mentioned therein is deemed to be a dividend under Chapter I1I of
Title IX or if it arises out of the reduction of the paid-up eapital of a
corporation, the acquisition, cancellation or redemption by it of shares
of its capital stock or the winding-up, discontinuance or reorganization
of its business, a transaction to which sections 556 to 569 apply, the
payment of a dividend or a stock dividend, the conferring on all owners
of common shares of the capital stock of the corporation of a right to
buy additional common shares thereof, or a transaction described in
any of paragraphs d to f of subsection 2 of section 504.”

(2) This section applies in respect of benefits conferred after 30
June 1988.

¢ I3, 69. (1) Section 114 of the said Act is amended by replacing the
s 114, am gacond paragraph by the following paragraph:

Provision “Nor does section 113 a(xipply if such arrangements are made and
not to apply the indebtedness is incurre

(a) by a person who is an employee of the creditor or an eligible
employee contemplated in section 15.2 or 15.2.1 of the Act respecting
Québec business investment companies (R.S.C%, chapter S-29.1) to
enable or assist the person to acquire an automobile to be used by him
in the performance of the duties of his office or employment,

310



1993 Taxation Act CHAP. 16

(b) where the creditor is a corporation, by a person who is an
employee of the creditor or of a corporation that is related to the
creditor, or by an eligible employee contemplated in section 15.2 or
15.2.1 of the Act respecting Québec business investment companies
(R.S.Q., chapter S-29.1), to enable or assist the person to acquire
shares, each of which is described in any of the following
subparagraphs, to be held by the person for the person’s own benefit :

i. a previously unissued fully paid share of the capital stock of
the creditor, which share is acquired from that creditor,

ii. a previously unissued fully paid share of the capital stock of
a corporation related to the creditor, which share is acquired from the
related corporation, or

iii. a fully paid common share with full voting rights of the capital
stock of a Québec business investment company, which share is
acquired from the company within the scope of a stock ownership plan
contemplated in section 15.1 of the said Act, or

(¢) by a person who is an employee of the creditor or the spouse
of such an employee to enable or assist the person to acquire a dwelling
or a share of the capital stock of a cooperative housing corporation
acquired for the sole purpose of acquiring the right to inhabit a
dwelling owned by the corporation, where the dwelling is for the
person’s habitation.”

(2) This section applies, subject to subsections 3 to 5, in respect
of indebtedness incurred after 31 December 1981.

() Subject to subsection 4, where the second paragraph of
section 114 of the Taxation Act, enacted by subsection 1, applies to
1i:_a1xation years preceding the taxation year 1986, it shall read as
ollows:

Provision “Nor does section 113 agjply if such arrangements are made and
not to apply the indebtedness is incurre

(@) by a person who is an employee of the creditor to enable or
assist the person to acquire an automobile to be used by him in the
performance of the duties of his office or employment,

(b) where the creditor is a corporation, by a person who is an
employee of the creditor or of a corporation that is related to the
creditor to enable or assist the person to acquire shares, each of which
is described in any of the following subparagraphs, to be held by the
person for the person’s own benefit:
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i. a previously unissued fully paid share of the capital stock of
the creditor, which share is acquired from that creditor, or

ii. a previously unissued fully paid share of the capital stock of
a corporation related to the creditor, which share is acquired from the
related corporation, or

(c) by a person who is an employee of the creditor or the spouse
of such an employee to enable or assist the person to acquire a dwelling
for the person’s habitation.”

(4) Where the second paragraph of section 114 of the Taxation
Act, enacted by subsection 3, applies to the taxation year 1985,
subparagraph c¢ thereof shall read as follows:

“(c) by a person who is an employee of the creditor or the spouse
of such an employee to enable or assist the person to acquire a dwelling
or a share of the ca{)ital stock of a cooperative housing corporation
acquired for the sole purpose of acquiring the right to inhabit a
dwelling owned by the corporation, where the dwelling is for the
person’s habitation.”

(5) Where the second paragraph of section 114 of the Taxation
Act, enacted by subsection 1, applies from the taxation year 1986 to
16 May 1989, the references therein to “section 15.2 or 15.2.1” shall
read as references to “section 15.2”.

o 18 70. (1) Section 125.1 of the said Act is amended

am (1) by replacing that part preceding paragraph b by the
following:

Applicable “125.1 Where a taxpayer, in this division referred to as the

rules “lessee”, has leased tangible property, other than prescribed

property, that would, if the lessee had acquired the property, have
been depreciable property of the lessee, from a person resident in
Canada, or from a person not resident in Canada who holds the lease
in the course of carrying on a business through an establishment in
Canada any income from which is subject to tax under this Part, who
owns the property and with whom the lessee was dealing at arm’s
length, in this division referred to as the “lessor”, for a term of more
than one year, the following rules apply for the purposes of computing
the income of the lessee for the taxation year that includes the
particular time when the lease commenced and for the subsequent
taxation years, if the lessee and the lessor have jointly so elected by
filing the prescribed form with their fiscal returns under this Part for
their respective taxation years that include the particular time:
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(a) in respect of any amount paid or payable for the use of, or
for the right to use, the property, the lease is deemed not to be a
ease;”;

(2) by replacing paragraph d by the following paragraph:

“(d) interest, capitalized semi-annually, not in advance, is
deemed to accrue on the principal amount of the borrowed money
outstanding from time to time, at the prescribed rate in effect at the
beginning of the period for which the interest is being calculated,
where the lease provides that the amount payable by the lessee for
the use of, or the right to use, the property varies according to
prevailing interest rates in effect from time to time, and the lessee
so elects, in respect of all of the property that is subject to the lease,
in his fiscal return under this Part for his taxation year in which the
lease commenced, or at the prescribed rate in effect on the earlier of
the particular time and the time, before the particular time, at which
the lessee last entered into an agreement to lease the property;”;

(3) by replacing paragraph ¢ by the following paragraph:

“(7) where the lessee has made an election under this section in
respect of a Froperty and, at any time after the lease was entered into,
the owner of the property is a person not resident in Canada who does
not hold the lease in the course of carrying on a business through an
establishment in Canada any income from which is subject to tax
under this Part, the lease is deemed, for the purposes of this section,
to have been cancelled at that time.”

(2) This section applies, subject to subsections 3 and 4, to leases
and subleases of properties after 10 p.m. Eastern Daylight Saving
Time, 26 April 1989, other than

(a) leases of properties entered into pursuant to an agreement
in writing entered into at or before that time under which the lessee
has the right to require the lease of the property, and

(b) subleases of Froperties that are subject to leases described
in paragraph a or to leases entered into at or before that time.

(3) Where this section applies to leases or subleases of properties
before 12 June 1989, section 125.1 of the Taxation Act, as amended
by subsection 1, shall read without reference to paragraph ¢ thereof,
the words “resident in Canada, or from a person not resident in
Canada who holds the lease in the course of carrying on a business
through an establishment in Canada any income from which is subject
to tax under this Part,” and the words “and with whom the lessee was
dealing at arm’s length”.
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(4) Where this section applies to leases or subleases of properties
after 11 June 1989 and before 13 July 1990, section 125.1 of the
Taxation Act, as amended by subsection 1, shall read without
reference to the words “any income from which is subject to tax under
this Part” and as if the reference therein to “on the earlier of the
Particular time and the time before the particular time, at which the
essee last entered into an agreement to lease the property” were a
reference to “at the particular time”.

e I3, 71. (1) Section 125.2 of the said Act is amended by replacing
5122, paragraph b by the following paragraph:

“(b) if the lessee and the assignee have jointly so elected by filing
the prescribed form with their fiscal returns under this Part for their
respective taxation years that include the particular time, section
125.1 applies to the assignee as if

i. the assignee had leased the property at the particular time
from the owner of the property for a term of more than one year, and

ii. the assignee and the owner of the groperty had jointly elected
under the said section 125.1 in respect of the property by filing the
prescribed form with their fiscal returns under this Part for their
respective taxation years that include the particular time.”

(2) This section applies to leases and subleases of properties after
10 p.m. Eastern Daylight Saving Time, 26 April 1989, other than

_ (a) leases of properties entered into pursuant to an agreement
in writing entered into at or before that time under which the lessee
has the right to require the lease of the property, and

() subleases of properties that are subject to leases described
in paragraph a or to leases entered into at or before that time.

e 13, 72. (1) The said Act is amended by inserting, after section
520 1ea 125.4, the following sections:

Replacement “125.5 For the purposes of section 125.1, property that is

property  provided at any time by a lessor to a lessee as a replacement for a
similar property of the lessor that was leased by the lessor to the
lessee is deemed to be the same property as the similar property
where the amount payable by the lessee for the use of, or the right
to use, the replacement property is the same as the amount that was
payable in respect of the similar property.

Additional “125.6 For the purposes of section 125.1, where at any
property  particular time, an addition or alteration, in this section referred to
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as the “additional property”, is made by a lessor to a property, in this
section referred to as the “original property”, of the lessor that is the
subject of a lease, the lessor and the lessee of the original property
have filed the joint election referred to in section 125.1 in respect of
the original property, and, as a consequence of the addition or
alteration, the total amount payable by the lessee for the use of, or
the right to use, the original property and the additional property
exceeds the amount so payable in respect of the original property, the
following rules apply:

(@) the lessee is deemed to have leased the additional property
from the lessor at the particular time,

(b) the term of the lease of the additional property is deemed to
be greater than one year,

(¢) the lessor and the lessee are deemed to have jointly elected
in accordance with section 125.1 in respect of the additional property,

(d) the prescribed rate in effect at the particular time in respect
of the additional property is deemed to be equal to the prescribed rate
in effect in respect of the original property at the particular time,

(e) the additional property is deemed, for the purposes of section
125.1, not to be prescribed property, and

the amount by which the total amount payable by the lessee
for the use of, or the right to use, the original property and the
additional property exceeds the amount so payable in respect of the
original property is deemed to be an amount payable by the lessee for
the use of, or the right to use, the additional property.

Renegotia- “125.7 For the purposes of section 125.1, where at any time a
tion of lease Jag5e in this section referred to as the “original lease”, is renegotiated
in the course of a bona fide renegotiation and, as a result of the
renegotiation, the amount payable by the lessee for the use of, or the
right to use, the property that is the subject of the lease is altered
in respect of a period after that time, otherwise than by reason of an
addition or alteration in respect of which section 125.6 applies, the
original lease is deemed to have expired and the renegotiated lease
is deemed to be a new lease of the property entered into at that time.”

(2) This section applies to leases and subleases of properties after
10 p.m. Eastern Daylight Saving Time, 26 April 1989, other than

(a) leases of properties entered into pursuant to an agreement

in writing entered into at or before that time under which the lessee
has the right to require the lease of the property, and
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. (b) subleases of properties that are subject to leases described
in paragraph a or to leases entered into at or before that time.

c. I3, 73. (1) Section 130.1 of the said Act is amended by striking out
5. 1801 the sixth paragraph.
(2) This section applies to taxation years commencing after 13
July 1990.
13 74. (1) Section 132.2 of the said Act is replaced by the following

replaced  Se€ction:

Loss, depre-  “132.2 A taxpayer shall not deduct, in computing his income
reivetion in LLOM @ business or property for a taxation year, an amount in respect

the value or of any loss, depreciation or reduction in the value or amortized cost
amortized . . . . .

costofa Of a loan or lending asset made or acquired by him in the ordinary
jeaior  course of his business of insurance or the lending of money and not
asset disposed of by him in the taxation year, except as expressly permitted

by this Part.”

(2) This section applies to taxation years or fiscal periods
commencing after 17 June 1987 and ending after 31 December 1987.

¢ 13, 75. (1) Section 135 of the said Act is amended by replacing
s 135, am. napagraph d by the following paragraph:

salary “(d) an outlay or expense made or incurred under a salary
deferral  deferral arrangement in respect of another person, except as

ment expressly permitted by paragraphs p and ¢ of section 157;”.
(2) This section applies from the taxation year 1986.

¢ 13, 76. (1) Section 135.1.1 of the said Act is replaced by the
veivai” following section:
Salary “135.1.1 Paragraph d of section 135 does not apply to an outlay

deferral o » axpense made or incurred under a salary deferral arrangement that

arrange-

ment for thewas established primarily for the benefit of one or more employees

employees N0t resident in Canada in respect of services to be rendered outside
not resident C anada.”

in Canada

(2) This section applies from the taxation year 1986.
e 13 77. (1) Section 135.4 of the said Act is replaced by the following

5. 138.4, e
veplaced  S€CtION:

Costs “135.4 Notwithstanding any other provision of this Part, in
reliting  computing a taxpayer’s income for a taxation year, no deduction shall
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construction be made in respect of any outlay or expense made or incurred by the
oralding taxpayer, other than an amount deductible by reason of paragraph
ownership of ¢, of section 130, paragraphs and £.1 of section 157 or section 157.14,
o that may reasonably be regarded as a cost attributable to the period
of the construction, renovation or alteration of a building by or on
behalf of the taxpayer, a person with whom the taxpayer does not deal
at arm’s length, a corporation of which the taxpayer is a specified
shareholder or a partnership of which the taxpayer’s share of any
income or loss is 10 % or more and relating to the construction,
renovation or alteration, or a cost attributable to that period and
relating to the ownership during that period of land that is subjacent
to the building or that is contiguous land necessary for the use or
intended use of the building and used or intended to be used for a
parking area, driveway, yard or garden or any similar use.”

(2) This section applies from the taxation year 1987. However,
where section 135.4 of the Taxation Act, enacted by this section,
applies in respect of buildings acquired before 1 January 1990, the
reference therein to “or section 157.14” shall read as a reference to
“ section 157.14 or Division XI or XII of Chapter V of Title III of Book

I11”,
e I3, 78. (1) Section 135.9 of the said Act is amended by re%lacing
s 135, that part preceding subparagraph a of the first paragraph by the
' following:
Provisions “135.9 Sections 135.4 and 135.5 do not apply in respect of an

nottoapply gutlay or expense made or incurred in respect of a building or land
described in section 135.4 in respect of the building”.

_(2) This section applies in respect of outlays or expenses made
or incurred after 9 May 1985.

e I3, 79. (1) Section 142 of the said Act is amended by replacing the
s. 142, am. fipst paragraph by the following paragraph:

Irrecover- “142. Where a taxpayer to whom an amount is owing as the
able proceeds of disposition of depreciable property of a prescribed class

proceeds of

disposition of the taxpayer, other than a passenger vehicle having a cost to the

pors orop- taxpayer in excess of $20 000 or any other amount prescribed for the

erty pur%oses of paragraph d.3 of section 99, establishes that the amount
has become a bad debt in a taxation year, he may deduct in computin
his income for the year the lesser of the amount so owing to him an
the amount by which the capital cost to him of that property exceeds
the aggregate of the amounts realized by him as the proceeds of
disposition.”
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(2) This section applies in respect of amounts established after
13 July 1990 to have become bad debts.

e 13, 80. (1) Section 144 of the said Act is amended by replacing
s 144, am. gubparagraph ii of paragraph b of subsection 1 by the following
subparagraph:

“ii. metal, minerals other than iron, petroleum or other related
hydrocarbons, or coal from a mineral resource in Canada to any stage
that is not beyond the prime metal stage or its equivalent;”.

(2) This section applies in respect of amounts becoming payable
after 13 July 1990.

e I3, 81. (1) Section 156.1 of the said Act is amended by replacing
s 1%L that part preceding paragraph a by the following:

Deductions “136.1 A taxpayer, other than a trust, may deduct, in
computing COMputing the taxpayer’s income from a business for a taxation year,”.
business

income (2) This section applies from the taxation year 1988.

e 13 82. (1) Section 157 of the said Act, amended by section 27 of

- 167, am. chapter 1 of the statutes of 1992, is again amended
(1) by inserting, after paragraph &, the following paragraph:

disability- “(h.1) an amount paid by the taxpayer in the year for such
ruine.  prescribed renovations or alterations to a building of the taxpayer that
tomsto 13 used by the taxpayer primarily for the purpose of gaining or
WENE producing income therefrom or from a business as are made for the

purpose of enabling individuals who have a mobility impairment to

gain access to the building or be mobile within it;”;
(2) by replacing paragraph » by the following paragraph:

cost of “(n) such portion of an amount that is an outlay or expense made
ijected - or incurred by him before the end of the year that is a cost to him of
usedin the gny substance injected before that time into a natural reservoir to
petrolem. assist in the recovery of petroleum, natural gas or related
natural €25 hydrocarbons to the extent that that portion was not otherwise
hydrocar-  deducted by him in computing his income for the year, was not
bons deducted by him in computing his income for any preceding taxation

year, and is neither an outlay or expense described in sections 395 to

397 or 408 to 410 nor a Canadian oil and gas property expense;”;

(3) by replacing, in the French text thereof, that part of
paragraph o preceding subparagraph i by the following:
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rembourse- “(0) un montant qu’il rembourse dans 'année conformément 2
ment dun yne obligation juridique de rembourser en totalité ou en partie un

incitatift  montant donné qui:”;

(4) by replacing the period at the end of paragraph p by a
semicolon;

(5) by inserting, after paragraph p, the following paragraph:

salary “(qﬁ any amount under a salary deferral arrangement in respect
deterral  of another person, other than an arrangement established é)rimarily
ment for the benefit of one or more employees not resident in Canada in
respect of services to be rendered outside Canada, to the extent that
the amount was in respect of services rendered to the taxpayer and
was included under section 47.10 in computing the income of the other
person for the taxation year of the other person that ends in the

taxpayer’s taxation year.”

(2) Paragraph 1 of subsection 1 applies in respect of renovations
or alterations made after 31 December 1990.

(3) Paragraph 2 of subsection 1 applies in respect of taxation
years commencing after 13 July 1990.

(4) Paragraph 3 of subsection 1 has effect from 1 February 1990.

(5) Paragraphs 4 and 5 of subsection 1 apply from the taxation
year 1986.

e 13 83. (1) The said Act is amended by inserting, after section
S.2r201,157.2, the following section:

Taxation “157.2.0.1 For the purposes of paragraph n of section 157,
ear that is where the year referred to therein is less than 51 weeks, the amount

s1weeks that may be claimed under the said paragraph by the taxpayer for the
year shall not exceed the greater of

(a) that proportion of the maximum amount that may otherwise
be claimed under the said paragraph n by the taxpayer for the year
that the number of days in the year is of 365, an

(b) the amount of such outlay or expense referred to in the said
paragraph n that was made or incurred by the taxpayer in the year,
to the extent that it was not otherwise deducted by the taxpayer in
computing his income for the year, was not deducted by him in
computing his income for any preceding taxation year, is not an outlay
or expense described in sections 395 to 397 or 408 to 410 and is not
a Canadian oil and gas property expense.”
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(2) This section applies to taxation years commencing after 13
July 1990.

13, 84. (1) Section 157.5 of the said Act is amended by replacing
1575, that part preceding paragraph b by the following:

am.

C.
S.

Disposition “157.5 Where a taxpayer disposes of an interest in a life
ofinterest jnsurance policy that is not an annuity contract, otherwise than as a
insurance  consequence of a death, or of an interest in an annuity contract, other
Py than a prescribed annuity contract, there may be deducted in

computing his income for the taxation year in which the disposition

occurs an amount equal to the lesser of

(@) the aggregate of all amounts each of which is an amount that
was included %y virtue of sections 92.11 to 92.19 or paragraph c.1 of
section 312 in respect of that interest in computing his income for the
year or any preceding taxation year, and”.

(2) This section applies in respect of dispositions occurring after
31 December 1989.

. 13, 85. (1) Section 157.6 of the said Act is amended by replacing
s 1576, that part preceding paragraph b by the following:

Disposition “157.6 Where a taxpayer disposes of a property that is an

ofinterest interest in a debt obligation for consideration equal to its fair market

obligation ~ value at the time of disposition, there may be deducted in computing
his income for the taxation year in which the disposition occurs the
amount by which the aggregate of all amounts each of which was
included in computing his income for the year or a preceding taxation
year as interest on the property exceeds the aggregate of all amounts
each of which is

(a) such portion of an amount that was received or became
receivable by him at or before that time as can reasonably be
considered to be in respect of an amount that was included in
computing his income for the year or a preceding taxation year as
interest on the property and that was not repaid by the taxpayer to
the issuer of the debt obligation pursuant to an adjustment in respect
of interest received before that time by the taxpayer, or”.

(2) This section applies from the taxation year 1986.

e 13, 86. (1) The said Act is amended by inserting, after section
S 187.12, the following sections:
added

Deduction “1587.13 In computing a taxpayer’s income from a business or

bubinane property for a taxation year ending before the time at which a building
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or a part thereof acquired after 31 December 1989 by the taxpayer
has become available for use by the taxpayer, there may be deducted
an amount not exceeding the amount by which

(a) the lesser of

i. the amount that would have been deductible under paragraph
a of section 130 for the year in respect of the building if section 93.6
were not applicable, and

ii. the taxpayer’s income for the year from renting the building,
computed without reference to this section and before deducting any
amount in respect of the building under paragraph a of section 130,
exceeds

(b) the amount deductible for the year under paragraph a of
Sﬁction 130 in respect of the building, computed without reference to
this section.

Deemed _ The amount deducted under the first paragraph is deemed to be
depreciation a1 amount deducted by the taxpayer by reason of paragraph a of
section 130 in computing the taxpayer’s income for the year.

Deduction “157.14 Where, by reason of section 135.4, no amount would,
blsoace but for this section, be deductible by a taxpayer in respect of an outlay

or expense in respect of a building, or part thereof, and the outlay or
expense would, but for section 135.4 and this section, be deductible
in computing the taxpayer’s income for a taxation year, there may be
deducted in respect of such an outlay or expense in computing the
taxpayer’s income for the year an amount equal to the lesser of

(a) the aggregate of all amounts each of which is such an outlay
or expense, and

(b) the taxpayer’s income for the year from renting the building
0}11‘ the part thereof, computed without reference to section 157.13 an
this section.”

(2) This section, where it enacts section 157.13 of the Taxation
Act, applies to taxation years ending after 31 December 1989 and,
where it enacts section 157.14 of the said Act, applies in respect of
outlays or expenses made or incurred after 31 December 1989.

e I3, 87. (1) Section 160 of the said Act is amended by replacing
s 160, am. yaragraph d by the following paragraph:

“(d) borrowed money used to acquire an interest in an annuity
contract in respect of which sections 92.11 to 92.19 apply, or would
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c. I3,
s. 161, am,

c. [-3,
8. 175.1.1,
added

Prepaid
expenses

aﬁply if the contract had an anniversary day in the year at atime when
the taxpayer held the interest, except that, where annuity payments
have commenced under the contract in a preceding taxation year, the
amount of interest paid or payable in the year shall not be deducted
to the extent that it exceeds the amount included under the said
sections in computing the taxpayer’s income for the year with respect
to his interest in the contract.”

(2) This section applies in respect of contracts last acquired after
31 December 1989.

88. (1) Section 161 of the said Act is amended by replacing
paragraph a by the following paragraph:

“(a) aloan used to acquire property the income from which would
be exempt from tax or to acquire a life insurance policy, within the
meaning of paragraph e of section 835, which does not include a policy
that is an annuity contract issued before 1 January 1978 providing for
annuity payments to commence not later than the day on which the
policy holder attains 75 years of age, a policy that 1s a registered
pension plan, a registered retirement savings plan, a deferred profit
sharing plan, an income-averaging annuity contract or a policy issued
under any such plan or contract, or a policy that is an annuity contract
all or part of the insurer’s reserves for which vary in amount
depending on the fair market value of a specified group of
properties;”.

(2) This section applies from the taxation year 1987. However,
where it applies after gl December 1986 and before 1 January 1991,
paragraph a of section 161 of the Taxation Act, enacted by this section,
shall read as if the reference in the French text thereof to “régime
de participation différée aux bénéfices” were a reference to “régime
d’intéressement différé”.

89. (1) The said Act is amended by inserting, after section
175.1, the following section:

“173.1.1 Where, at any time, a payment is made to a person
or partnership by a taxpayer in the course of carrying on a business
or earning income from property in respect of borrowed money or on
an amount payable for property acquired by the taxpayer, in this
section referred to as a “Sebt obligation”, as consideration for a
reduction in the rate of interest payable by the taxpayer on the debt
obligation, or as a penalty or bonus payable by the taxpayer by reason
of the repayment by the taxpayer of all or part of the principal amount
of the debt obligation before its maturity, the payment is deemed, to
the extent that it may reasonably be considered to relate to, and does
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not exceed the value at that time of, an amount that, but for the
reduction or the repayment, would have been paid or payable by the
taxpayer as interest on the debt obligation for a taxation year of the
taxpayer ending after that time,

(a) for the purposes of this Part, to have been paid by the
taxpayer and received by the person or partnership at that time as
interest on the debt obligation, and

(b) for the purpose of computing the taxpayer’s income in respect
of the business or property for the year, to have been paid or payable
by the taxpayer in that year as interest pursuant to a legal obligation
to pay interest,

i. in the case of any such reduction, on the debt obligation, and

ii. in the case of any such repayment, where the repayment was
ir}l1 respect of all or part of the principal amount of the debt obligation
that was

(1) borrowed money, except to the extent that the borrowed
money was used by the taxpayer to acquire property, on borrowed
money used in the year for the purpose for which the borrowed money
that was repaid was used, or

(2) either borrowed money used to acquire property or an
amount payable for property acquired by the taxpayer, on the debt
obligation to the extent that the property or property substituted
therefor is used by the taxpayer in the year for the purpose of earning
income therefrom or for the purposes of gaining an(;) producing income
from a business.

The first paragraph does not apply where the payment referred
to therein

(@) may reasonably be considered to have been made in respect
of the extension of the term of a debt obligation or in respect ofp the
substitution or conversion of a debt obligation to another debt
obligation or share, or

(b) is contingent or dependent on the use of or production from
property or is computed by reference to revenue, profit, cash flow,
commodity price or any other similar criterion or by reference to
dividends paid or payable to shareholders of any class of shares of the
capital stock of a corporation.”

(2) This section_applies in respect of payments made after
31 December 1984. However, where section 175.1.1 of the Taxation
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Act, enacted by this section, applies in respect of payments made
before 13 July 1990, it shall read without reference to subparagraph
a of the first paragraph thereof.

e 13, 90. (1) Section 175.2 of the said Act is amended by replacing
Sa®2 that part preceding paragraph a by the following:

Limitation “1795.2 Notwithstanding any other provision of this Part, a
on amounts taxpayer shall not, in computing his income for a taxation year, deduct
to an any amount under section 147, 160, 163, 176, 176.4 or 179 in respect
sy or 20F borrowed money, or other property acquired by the taxpayer, in
pension plan pegpect of any period after which the money or other property is used

by the taxpayer for the purpose of”.
(2) This section applies from the taxation year 1990.

¢ 13, 91. (1) The said Act is amended by inserting, after section
s ’m21.175.2, the following section:

Presumption “175.2.1 For the purposes of section 175.2, where an
indebtedness is incurred by a taxpayer in respect of a pr(%perty and
at any time that property or a property substituted therefor is used
for any of the purposes referred to in paragraphs a to d of the said
section, the indebtedness is deemed to be incurred at that time and
for that purpose.”

(2) This section applies from the taxation year 1990.

e 13, 92. (1) The said Act is amended by inserting, after section
S ore6. 176.5, the following section:

Premium “176.6 A taxpayer may deduct such portion of the lesser of the
pavable  following amounts as may reasonably be considered to relate to the

under a life

insurance amount owing from time to time during the year by the taxpayer to
assigned as @ restricted financial institution under the borrowing:

collateral for
a borrowing

_(a) the premium payable by the taxpayer under a life insurance
policy, other than an annuity contract, in respect of the year, where

_ L aninterest in the policy is assigned to the restricted financial
institution in the course of a borrowing from the institution,

ii. the interest payable in respect of the borrowing is or would,
but for sections 135.4, 164, 180 to 182 and 194 to 197, be deductible
in computing the taxpayer’s income for the year, and

iii. the assignment referred to in subparagraph i is required by
the restricted financial institution as collateral for the borrowing; and

324



1993

e
e
B
f-
3

e I-3,
s. 181, am,

c. I-3,
s. 188, am,

Rules appli-

cable on

cessation of

business

Taxation Act CHAP. 16

(b) the net cost of pure insurance in respect of the year, as
determined in accordance with the regulations, in respect of the
interest in the policy referred to in subparagraph i of paragraph a.”

(2) This section applies in respect of premiums payable after 31
December 1989.

93. (1) Section 180 of the said Act is amended by replacing

- paragraph a by the following paragraph:

“(a) in computing his income for the year and for such of the three
immediately preceding taxation years as the taxpayer had, sections
160, 163, 176 and 176.4 do not apply to the amount specified in his
election that, but for the election, would have been deductible in
computing his income, other than exempt income, for any such year
in respect of borrowed money used to acquire the depreciable
property or the amount payable for the depreciable property;”.

(2) This section has effect from 1 January 1988.

94. (1) Section 181 of the said Act is amended by replacing
paragraph a by the following paragraph:

“(a) in computing his income for the year and for such of the three
immediately preceding taxation years as the taxpayer had, sections
160, 163, 176 and 176.4 do not apply to the amount specified in his
election that, but for the election, would have been deductible in
computing his income, other than exempt income, for any such year
in respect of the borrowed money used for the exploration,
development or acquisition of property, as the case may be;”.

(2) This section has effect from 1 January 1988.

95. (1) Section 188 of the said Act is amended by replacing that
part preceding paragraph d by the following:

“188. Notwithstanding section 129, where at any time after a
taxpayer has ceased to carry on a business, the taxpayer no longer
owns any property that was intangible capital property in respect of
the business and that has value, the following rules apply in computing
the taxpayer’s income for taxation years ending after that time:

(@) there shall be deducted the taxpayer’s eligible intangible
capital amount in respect of the business at that time for the first such
taxation year;

(b) no amount is deductible by reason of paragraph b of section
130 in respect of the business;
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(c) for the purposes of subparagraph 1 of subKaragraph iof
paragraph b of section 107, the amount deducted by the taxpayer by
reason of paragraph a is deemed to be an amount deducted under
paragraph b of section 130 in computing the taxpayer’s income from
the business for the taxation year that included that time; and”.

(2) This section has effect from 14 July 1990.

e. 13, 96. (1) Section 189 of the said Act is replaced by the following
vlaed  Section:
Business “189. Where at any time an individual has ceased to carry on

Z‘;‘gfﬁiy a business and thereafter the individual’s spouse, or a corporation

operated by controlled directly or indirectly in any manner whatever by the
controlled  individual, carries on the business and acquires all of the property that
corporation ywas intangible capital property in respect of the business owned by

the individual before that time and that had value at that time, the

following rules apply:

(@) in computing the individual’s income for the individual’s first
taxation year ending after that time, section 188 shall read without
reference to paragraph a thereof and the reference in paragraph c
thereof to “the amount deducted by the taxpayer by reason of
paragraph a” shall read as a reference to “an amount equal to the
taxpayer’s eligible intangible capital amount in respect of the business
immediately before that time”;

(b) in computing the eligible intangible capital amount of the
spouse or the corporation in respect of the business, the spouse or
corporation is deemed to have acquired an intangible capital property
and to have disbursed an intangible capital amount at that time at a
cost equal to 4/3 of the aggregate of the individual’s eligible intangible
capital amount in respect of the business immediately before that time
and the amount determined under subparagraph i of ara%]raph b of
section 107 in respect of the business of the individual at that time;

(c) for the purpose of determining the eligible intangible capital
amount in respect of the business of the spouse or corporation after
that time, an amount equal to the amount determined under
subparagraph i of paragraph b of section 107 in respect of the business
of the individual at that time shall be added to the amount otherwise
determined in respect thereof under subparagraph 1 of subparagraph
1 of paragraph b of section 107.”

(2) This section has effect from 14 July 1990.
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¢ 13, 97. (1) Section 194 of the said Act is amended by adding, after
s- 184, am. the fourth paragraph, the following paragraph:

Deceased “Subparagraphs b and ¢ of the second paragraph do not apply in
taxpayer }clomdpué;mg the income of the taxpayer for the taxation year in which
e died.”

(2) This section applies to fiscal periods commencing after 31
December 1988.

e 13, 98. (1) The said Act is amended by inserting, after section 194,
S a0l the following section:

Acquisition “194.0.1 For the purposes of sections 194 to 197, where at any

of inventory time g taxpayer has, in circumstances where section 422 applies by
reason of the application of paragraph a or b thereof, acquired
inventory in connection with a farming business the income from
which is computed in accordance with the cash method,

(@) the taxpayer is deemed to have purchased the inventory at
the time it was so acquired,

(b) thetaxpayeris deemed to have paid at that time, in the course
of carrying on that business, an amount equal to the cost to him of
the inventory, and

(c) the amount referred to in paragraph b is deemed to be the only
amount paid for the inventory by the taxpayer.”

(2) This section applies to taxation years or fiscal periods ending
after 31 December 1990.

¢ L3 99. (1) Section 194.1 of the said Act is repealed.
repeafeé

(2) This section applies to fiscal periods commencing after 31
December 1988.

c. 138 100. (1) Section 194.2 of the said Act is amended

(1) by replacing that part preceding subparagraph a of the second
paragraph by the following:

Exception “Notwithstanding the first paragraph, an animal, in this section
and in section 194 referred to as a “specified animal”, that is a horse
or, where the taxpayer so elects in respect thereof for the taxation
year that includes the time referred to in the first paragraph or for
any preceding taxation year, is a bovine animal registered under the
Animal Pedigree Act (Statutes of Canada) shall be valued”;
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(2) by replacing subparagraph b of the second paragraph by the
following subparagraph:

“(b) at any time in any subsequent taxation year, at such amount
as is designated by the taxpayer not exceeding its cash cost and not
less than 70 % of the aggregate of its value determined under this
section at the end of the preceding taxation year, and the total amount
paid on account of the purchase price of the animal during the year.”

(2) This section applies to fiscal periods commencing after 31
December 1988.

e I3, 101. (1) Section 196 of the said Act is replaced by the following
vopbed  Section:

pebtowing 196, Notwithstanding sections 194 and 197, where at the end
foa of a taxation year a taxpayer who carried on a business the income

taxpayer not

resident in  from which was computed in accordance with the cash method is not

Ganada 2t resident in Canada and does not carry on that business in Canada, an

taxation . amount equal to the aggregate of all amounts each of which is the fair

y market value of an amount outstanding in the year on account of a debt
owing to the taxpayer that resulted from the carrying on of the
business and that would have been included in computing the
taxpayer’s income for the year if the amount had been received by the
taxpayer during the year, shall, to the extent that the amount was
not otherwise included in computing the taxpayer’s income for the
year or a preceding taxation year, be included in computing the
taxpayer’s income from the business for the year or, if section 23
applies, for the period contemplated in subparagraph a of the second
paragraph of that section 23 in respect of the year.”

(2) This section applies in respect of taxpayers who cease to
reside in Canada or to carry on a business in Canada after 13 July 1990.

e 13, 102. (1) The said Act is amended by inserting, after section
Sl 196, the following section:

Inventory of “196.1 Notwithstanding section 194, where at any time in a
ataxpaver taxation year a taxpayer who carried on a business the income from
in Canada  Which is computed in accordance with the cash method is not resident
in Canada and, at that time, a property that was inventory in
connection with the business is not used in connection with a business
carried on in Canada by the taxpayer, other than inventory sold in

the course of carrying on the business,

(a) the taxpayer is deemed, except where this section a%plied in
respect of the property at an earlier time, to have disposed of the
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property at that time in the course of carrying on the business for
proceeds of disposition equal to its fair market value at that time, and

(b) an amount equal to the proceeds of disposition referred to in
¥aragraph a shall be included, in computing the taxpayer’s income
rom the business for the year or, if section 23 applies, for the period
contemplated in subparagraph a of the second paragraph of that
section in respect of the year.”

(2) This section applies in respect of taxpayers who cease to
reside in Canada after 13 July 1990 and in respect of property that
ceases after 13 July 1990 to be used in connection with a business
carried on in Canada.

c. 13, 103. (1) Section 208 of the said Act is replaced by the following
s 208, section:

replaced

Reserve in “208. In computing the income of a taxpayer from the

respect of - taxpayer’s business as an insurance agent or broker, there may be

commissions deducted, as a reserve in respect of unearned commissions from that
business, only an amount equal to the lesser of

(a) the aggregate of all amounts each of which is that proportion
of an amount that has been included in computing the taxpayer’s
income for the year or a previous year as a commission in respect of
an insurance contract other than a life insurance contract, that the
number of days in the period provided for in the insurance contract
that fall after the end of the taxation year is of the total number of
days in that period, and

(b) the ag%:‘egate of all amounts each of which is the amount that
would, but for this section, be deductible under section 150 for the year
in respect of a commission referred to in paragraph a.”

(2) This section applies to taxation years ending after 31
December 1990.

c. 13, 104. (1) The said Act is amended by inserting, after section

5. 209.0.1, 209, the following section:

Additional “209.0.1 In computing the income of a taxpayer for a taxation

reserve year ending after 31 December 1990 from a business carried on by the
taxpayer throughout the year as an insurance agent or broker, there
may be deducted as an additional reserve in respect of unearned
commissions an amount not exceeding

(@) where the year ends in 1991, 90 %,
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(b) where the year ends in 1992, 80 %,

(¢) where the year ends in 1993, 70 %,

(d) where the year ends in 1994, 60 %,

(e) where the year ends in 1995, 50 %,

(H where the year ends in 1996, 40 %,

(¢9) where the year ends in 1997, 30 %,

(h) where the year ends in 1998, 20 %,

(i) where the year ends in 1999, 10 %, and

(7) where the year ends after 31 December 1999, 0 %

of the amount by which the reserve that was deducted by the
ta)épayer under section 208 for the taxpayer’s last taxation year
ending before 1 January 1991 exceeds the amount deductible by the
taxpayer under section 208 for the taxpayer’s first taxation year
ending after 31 December 1990.

Presumption  For the purposes of section 209, any amount deducted by the
taxpayer under the first Earagraph for a taxation year is deemed to
have been deducted for that year pursuant to section 208.”

(2) This section applies to taxation years ending after 31
December 1990.

c. 13, 105. (1) Section 222 of the said Act is amended by replacing
s 222, am. that part preceding paragraph a of subsection 1 by the following:

Deduction of “222. (1) A taxpayer who carries on a business in Canada in a
expenditures ¢ vation year and who files with his fiscal return under this Part for
on scientifie

research and the year a prescribed form containing prescribed information may
development deduct in computing his income from that business for that taxation
year an amount not exceeding the aggregate of all amounts each of
which is an expenditure of a current nature made by him in that year,
or in any previous taxation year ending after 31 December 1973, on
scientific research and experimental development related to a
business of the taxpayer and directly undertaken in Canada by him
or on his behalf, or by way of a payment described in section 222.1
where the taxpayer is a corporation, or by way of a payment to be
used for scientific research and experimental development carried on
in Canada, related to a business of the taxpayer, provided that the
taxpayer is entitled to exploit the results of such scientific research
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and experimental development and that the payment was made to one
of the following entities:”.

(2) This section applies in respect of payments made after 15
December 1987.

e 13, 106. (1) The said Act is amended by inserting, after section
s. 221 222, the following section:

Payment “222.1 The payment referred to firstly in subsection 1 of section
made wmion 222, made by a taxpayer that is a corﬁoration, is a payment made to
for scientific an entity described in paragraph c of the said subsection, for scientific

research

and experi- Yesearch and experimental development that is basic research or
e ment@Pplied research carried on in Canada the primary purpose of which
is the use of results therefrom by the taxpayer in conjunction with
other scientific research and experimental development activities
undertaken or to be undertaken by or on behalf of the taxpayer that
relate to a business of the taxpayer, and that has the technological
potential for application to other businesses of a type unrelated to that

carried on by the taxpayer.”

(2) This section applies in respect of payments made after 15
December 1987.

¢ 13, 107. (1) The said Act is amended by inserting, after section

s.2220.1, 293 the following section:

Deemed “223.0.1 For the purposes of section 223, an expenditure made
wmeal by ataxpayer in respect of property is deemed not to have been made
expenditure by the taxpayer before the property is considered to have become

available for use by the taxpayer.”

(2) This section applies in respect of expenditures made by a
taxpayer after 31 December 1989, other than expenditures in respect
of property which, before 1 January 1990, was owned by the person
from whom it was acquired and was depreciable property of that

erson or would, but for sections 222 to 230.0.0.2 of t%e 'IEaxation Act,

ave been depreciable property of that person, where the property
was acquiredp either from a person with whom, at the time the
property was acquired, the taxpayer was not dealing at arm’s length
otherwise than by reason of a right referred to in paragraph b of
section 20 of the said Act, or in the course of a reorganization in respect
of which, if a dividend were received by a corporation in the course
of the reorganization, section 308.1 of the said Act would not be
applicable with respect to the dividend by reason of the application
of section 308.3 of the said Act.
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¢ 18 108. (1) Section 232.1 of the said Act is amended

(1) by replacing the first paragraph by the following paragraph:
Business “232.1 A business investment loss arises from the disposition
mvestment after 31 December 1977 of any property that is a share of the capital
stock of a small business corporation or a debt owing by such a
corporation or by a particular corporation described in the third
paragraph, other than a debt disposed of by a corporation which is
?We };‘.0 the latter by a corporation with which it does not deal at arm’s
ength.”;

(2) by adding, after the second paragraph, the following
paragraph:

Bankupt or _ “The particular corporation referred to in the first paragraph is
wound up & Canadian-controlled private corporation that is

corporation

(@) a bankrupt, within the meaning of section 777, that was a
small business corporation at the time it last became a bankrupt, or

(b) a corgoration referred to in section 6 of the Winding-up Act
(Statutes of Canada) that was insolvent, within the meaning of the
said Act, and was a small business corporation at the time a
winding-up order under the said Act was made in its respect.”

(2) This section applies from the taxation year 1987.
¢ 13, 109. (1) The said Act is amended by inserting, after section

szl 232.1.1, the following section:

Guarantees “232.1.2 For the purposes of sections 232.1 and 236.1, where
an amount in respect of a debt owed by a corporation has been paid
by a taxpayer to a person with whom the taxpayer was dealing at
arm’s length pursuant to an arrangement under which the taxpayer
guaranteed the debt, and the corporation was a small business
corporation at the time the debt was incurred and at any time in the
12 months before the time an amount first became payable by the
taxpayer under the arrangement in respect of a debt owed by the
corporation, that part of the amount that is owing to the taxpayer b
the corporation is deemed to be a debt owing to the taxpayer by a smaﬁ
business corporation.”

(2) This section applies in respect of amounts paid after 31
December 1985.

e I3, 110. (1) The said Act is amended by inserting, after section

S 1247.1, the following sections:
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Corporation “247.2 Where at any time in a taxation year an individual owns
becoming = capital property that is a share of a class of the capital stock of a
corporation corporation that, at that time, is a small business corporation and,
immediately after that time, becomes a public corporation by reason
of the listing of a class of shares of its capital stock on a prescribed
stock exchange in Canada, the individual is deemed, if he so elects in
prescribed form, except for the purposes of Division VI of Chapter 11

of Title II, Division IX of Chapter V of Title III and section 725.3,

(@) to have disposed of the share at that time for proceeds of
disposition equal to the greater of

i. the adjusted cost base to the individual of the share at that
time, and

ii. such amount as is designated in the prescribed form by the
individual in respect of the share, not exceeding the fair market value
of the share at that time, and

(b) to have reacquired the share immediately after that time at
a cost equal to the proceeds of disposition determined under
paragraph a.

Time for “247.3 An election made under section 247.2 by an individual

clection  for a taxation year shall be made on or before the day on or before
which the individual is required to file his fiscal return under this Part
for that taxation year.

Late filing “247.4 Notwithstanding section 247.3, where an election was

ofelection pot made on or before the day referred to therein, the election is
deemed to have been made on that day if, on or before the day that
is two years after that day, the election is made in prescribed form
and an estimate of the penalty prescribed in section 247.5 is paid by
the individual when that election is made.

Computation “247.5 For the purposes of section 247.4, the penalty that an
of penalty  individual is required to pay in respect of an election is an amount
equal to the lesser of

(a) 0.25 % of the amount by which the proceeds of disposition,
determined under section 247.2, of the property in respect of which
the election is made exceed the amount referred to in subparagraph
1 of paragraph a of the said section in respect of the property, for each
month or part of a month during the period commencing on the day
referred to in section 247.3 and ending on the day the election is
actually made, and
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(b) an amount equal to the Froduct obtained by multiplying $100
by the number of months each of which is a month all or part of which
is during the period referred to in paragraph a.

Examination “247.6 The Minister shall, with dispatch, examine each election
A et transmitted to him under section 247.4, assess the penalty payable
minister  and send a notice of assessment to the individual, who shall pay

forthwith to the Minister the unpaid amount on account of that

penalty.”

(2) This section applies from the taxation year 1991. However,
where it applies to a taxation year ending before 15 June 1993, section
%41'173 of the Taxation Act, enacted by this section, shall read as
ollows:

Time for “247.3 An election made under section 247.2 by an individual

clection for g taxation year shall be made on or before 13 September 1993 by
filing with the Minister either the prescribed form referred to therein
or a copy of the similar form required to be filed under subsection 1
of section 48.1 of the Income Tax Act (Statutes of Canada).”

e. 13, 111. (1) The said Act is amended by inserting, after section
5.250.11, 250.1, the following section:

Canadian “250.1.1 For the purpose of computing the income of a

disposed of tAXpayer who is a member of a partnership, sections 250.1 and 250.3

byapar- apply as if every Canadian security owned by the partnership were

"esiP owned by the taxpayer, and every Canadian security disposed of by

the %artnership in a fiscal period of the lfartnership were disposed of
a

by the taxpayer at the end of that fiscal period.”

(2) This section applies in respect of dispositions occurring after
13 July 1990.

112. (1) Section 250.3 of the said Act is amended by replacing

Em;"’% paragraph b by the following paragraph:

“(b) a bank;”.

(2) This section has effect from 28 February 1992.
ely 113. (1) Section 255 of the said Act is amended

(1) by replacing paragraph b by the following paragraph:

“(b) the amount by which the amount of the non-allowable loss
contemplated in section 237 from the disposition of a property by the
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taxpayer exceeds, where the proEerty was a share of the capital stock
of a corporation, the amount that would, but for section 237, be
deducted under section 741 or 742 in computing the loss of any
taxpayer in respect of the disposition of the share;”;

(2) by replacing subparagraph ix of paragraph ¢ by the following
subparagraph:

“ix. the amount by which the taxpayer’s share of the amount of
any assistance or benefit that the partnership has received or has
become entitled to receive after 31 December 1971 and before the
particular time from a government, municipality or other public
authority, whether as a grant, subsidy, forgivable loan, deduction
from royalty or tax, investment allowance or any other form of
assistance or benefit, in respect of or related to a Canadian resource
property or an exploration or development expense incurred in
Canada, exceeds such part of that share of the assistance or benefit
as has been repaid before that time by the taxpayer pursuant to a legal
gbligfa}tion to repay all or any part of that share of that assistance or

enefit;”;

(3) by replacing paragraph k& by the following paragraph:

“(k) where the property is land of the taxpayer, every amount
paid after 31 December 1971 and before the particuiar time by the
taxpayer or by another taxpayer in respect of whom the taxpayer was
a person, corporation or partnership deseribed in subparagraph ii of
paragraph ¢ of section 165, pursuant to a legal obligation to pay
Interest on debt relating to the acquisition of land, within the meaning
of paragraph c of section 165, or property taxes, except an income or
profits tax or a tax relating to the transfer of property, paid by the
taxpayer, with respect to such property, to a province or a Canadian
municipality, to the extent that that amount was neither deductible
by reason of section 164 in computing his income from the land or from
a business for any taxation year commencing before that time nor in
computing the income of another taxpayer in respect of whom the
taxpayer was a Ferson, corporation or partnership described in
subparagraph ii of paragraph ¢ of section 165, and was not included
in or added to the cost to that other taxpayer of any property
otherwise than by reason of paragraph e.l or subparagraph xi of
paragraph 1;”.

(2) Paragraph 1 of subsection 1 applies for the purpose of
computing the adjusted cost base of property after 13 July 1990.
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(3) Paragraph 2 of subsection 1 applies for the purpose of
computing the adjusted cost base of an interest in a partnership after
31 January 1990.

(4) Paragraph 3 of subsection 1 applies from the taxation year
1988. However, where paragraph k of section 255 of the Taxation Act,
enacted by this section, applies in respect of expenses incurred in
taxation years precedin% the taxation year 1988, it shall read without
reference to “or by another taxpayer in respect of whom the taxpayer
was a person, corporation or partnership described in subparagraph
ii of paragraph c of section 165,”.

114. (1) Section 257 of the said Act, amended by section 29 of
- chapter 1 of the statutes of 1992, is again amended by replacing
paragraph f.2 of the French text thereof by the following paragraph:

v o
IS
e
ar
3

“(f.2) Pexcédent du montant choisi par le contribuable avant le
moment donné en vertu de l'article 257.2, sur tout remboursement
qu’il a effectué avant ce moment d’'un montant visé a l'article 257.2
qu'il a recu et que 'on peut raisonnablement considérer comme étant
relatif au montant choisi, lorsque le remboursement est fait
conformément & une obligation juridique de rembourser en totalité ou
en partie le montant ainsi recu;”.

(2) This section has effect from 1 February 1990.

¢ I3, 115. (1) Section 261 of the said Act is replaced by the following
2L gection:

replaced

Where “261. Where the aggregate of all amounts required by section
amounts to, 257, except J)aragraph L of that section, to be deducted in computing
from the adjusted cost base to a taxpayer of any property at any time in
adused a taxation year exceeds the aggregate of the cost to him of the
exceed thoseproperty determined for the purpose of computing the adjusted cost
ase to him of that Broperty at that time, and of all amounts required

by section 255 to be added to the cost to him of the property in
computing the adjusted cost base to him of that property at that time,

the following rules apply:

(@) subject to section 589.1, the amount of the excess is deemed
to be a gain of the taxpayer for the year from the disposition of the
property,

(b) for the purposes of Chapter V of Title X, the amount of the
excess is deemed to be proceeds of disposition of the property to the
taxpayer, and
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(¢) forthe purposes of Chapter V of Title X and Title VI.5 of Book
IV, the property is deemed to have been disposed of by the taxpayer
in the year.”

(2) This section applies from the taxation year 1987.

e 13, 116. (1) Section 283 of the said Act is replaced by the following
s. 283, : .
repiaced  S€CtiON:
Property “283. Where at a particular time there has been an increase or

vith mre - Jecrease in the relation between the use made by a taxpayer of a
use ¥roperty for gaining income and the use made by him of the property
or some other purpose, the taxpayer is deemed to have disposed of
a property at that time for proceeds equal to the proportion of the fair
market value of the property at that time that the amount of the
increase or decrease in the use regularly made by the taxpayer of the
property for such other purpose is of the whole use made of the
property and to have reacquired the property immediately thereafter

at a cost equal to those proceeds.”

(2) This section applies from the taxation year 1972.

117. (1) Section 294 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

Granting of “294. Subject to section 296, the granting of an option is a
options — disposition of property the adjusted cost base of which to the grantor
immediately before he grants it is nil.”;

(2) by adding, after subparagraph b of the second paragraph, the
following subparagraph:

“(b.1) an option granted by a trust to purchase units of the trust
to be issued by the trust;”.

(2) This section applies in respect of options granted after 31
December 1989.

¢ 13, 118. (1) The said Act is amended by inserting, after section

s. 2001, 295, the following section:

Option “295.1 Where a trust grants an option to purchase units of the
granted by 135t t0 be issued by the trust, the trust is deemed to have disposed
purchase  of capital property and realized a gain equal to the amount it received
s as consideration for the granting of the option, at the time the option

expires.”
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(2) This section applies in respect of options granted after 31
December 1989.

119. (1) Section 296 of the said Act is amended by replacing
paragraph a by the following paragraph:

“(a) in the case of an option to purchase, the consideration
received by the vendor for such option must be included in computing
the proceeds of disposition to him of the property, and the purchaser
must include, in computingh the cost to him of the property, the
adjusted cost base to him of the option or, where paragraph f of section
255 applies in respect of the acquisition of the property by the
purchaser because a person who did not deal at arm’s length with the
purchaser was deemed by reason of the acquisition to have received
a benefit under sections 48 to 58, the adjusted cost base to that person
of the option immediately before that person last disposed of the
option;”.

(2) This section has effect from 14 July 1990.
120. (1) Section 298 of the said Act is amended by replacing

13,
s. 2%, am. that part preceding paragraph a by the following:

“298. Where a taxpayer has granted a renewal or extension of
an option referred to in section 294, 295 or 295.1, the following rules

apply:”.

(2) This section apglies in respect of options renewed or extended
after 31 December 1989.

121. (1) Section 299 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

“299. Where a taxpayer establishes that a debt owing to him
at the end of a taxation year, other than a debt resulting from the
disposition of personal-use property, is a bad debt for the year, he is
deemed to have disposed of it at that time for proceeds equal to nil
ar_id to have reacquired it immediately thereafter at a cost equal to
nl .));

(2) by replacing that part of subparagraph ¢ of the second
paragraph preceding subparagraph i by the following:

“(c) a cog'%oration that is insolvent at the end of the year if, at
that time, neither the corporation nor a corporation controlled by it
carries on business, and if the following conditions are met:”;
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(3) by replacing subparagraph i of subparagraph c of the second
paragraph by the following subparagraph:

“ii. the taxpayer elects, in his fiscal return under this Part for
the year, to have this section apply in respect of the share.”

(2) This section applies from the taxation year 1990. It also
applies to each of the taxation years 1985 to 1989 of a taxpayer
provided he notifies the Minister of Revenue in writing, with
supporting evidence, that he has made a valid election with the
Minister of National Revenue under subsection 3 of section 28 of the
Act to amend the Income Tax Act, the Canada Pension Plan, the
Cultural Property Export and fmport Act, the Income Tax
Conventions Interpretation Act, the Tax Court of Canada Act, the
Unemployment Insurance Act, the Canada-Newfoundland Atlantic
Accord Implementation Act, the Canada-Nova Scotia Offshore
Petroleum Resources Accord fmplementation Act and certain related
Acts (S.C., 1991, chapter 49), concerning the application of subsection
1 of section 50 of the Income Tax Act (Statutes of Canada) in respect
of a share of the capital stock of a corporation owned by him at the
end of any of those years. In such a case, the taxpayer is deemed to
have elected, in his fiscal return under Part I of the Taxation Act for
each of those taxation years, to have section 299 of the said Act, as
amended by this section, apply in respect of the share, and,
notwithstanding section 1010 of the said Act and for the sole purpose
of giving effect to the election, such assessments of tax, interest and
penalties as are necessary shall be made by the Minister of Revenue
and the second and third paragraphs of section 1060.1 and section
1066.2 of the said Act shall apply thereto, with such modifications as
the circumstances require.

122. (1) The said Act is amended by inserting, after section
299, the following section:

“299.1 Where ataxpayer is deemed, by reason of subparagraph
¢ of the second paragraph of section 299, to have disposed of a share
of the capital stock of a corporation at the end of a taxation year and
the taxpayer or a person with whom he is not dealing at arm’s length
owns the share at the earliest time, during the 24-month period
immediately following the disposition, that the corporation or a
corporation controlled by it carries on business, the taxpayer or the
person, as the case may be, is deemed to have disposed of the share
at that earliest time for proceeds of disposition equal to its adjusted
cost base to the taxpayer, determined immediately before the time
he is deemed to have disposed of it by reason of subparagraph c of
the second paragraph of section 299, and to have reacquired it
immediately after that earliest time at a cost equal to those proceeds.”
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(2) This section applies from the taxation year 1990.

123. (1) Section 305 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) where the stock dividend is a dividend, the amount of the
stoek dividend,”;

(2) by inserting, after paragraph a, the following paragraph:
“(a.1) where the stock dividend is not a dividend, nil, and”.

(2) This section applies in respect of stock dividends paid after
23 May 1985.

124. (1) The said Act is amended by inserting, after section
309, the following section:

“309.1 Notwithstanding section 309, an individual other than
a trust is not required to include in computing his income for a taxation
year, if he so elects, that portion, not less than $300, of the aggregate
of all amounts each of which is an amount described in the second
paragraph, that is received by him in the year and that relates to one
or more preceding taxation years.

The amount referred to in the first paragraph is an amount
received on account or in lieu of payment of, or in satisfaction of, a
pension under the Labour Adjustment Benefits Act (Statutes of
Canada) or a disability pension under the Act respecting the Québec
Pension Plan (R.S.Q., chapter R-9) or a similar plan within the
meaning of the said Act.”

(2) This section applies in respect of amounts received after 31
December 1989. However, where section 309.1 of the Taxation Act,
enacted by this section, applies in respect of amounts received after
that date but before 1 January 1991, it shall read as follows:

“309.1 Notwithstanding section 309, an individual other than
a trust is not required to include in computing his income for a taxation
year, if he so elects, that portion, not less than $300, of the aggregate
of all amounts each of which is an amount described in the second
paragraph, other than such an amount in respect of which a deduction
1s claimed by the individual for the year under section 726.25, that is
received by him in the year and that relates to one or more preceding
taxation years.
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crrorqer The amount referred to in the first paragraph is an amount
disabllity peceived on account or in lieu of payment of, or in satisfaction of, a-
previous  dlisability pension under the Act respecting the Québec Pension Plan
years  (R.S.Q., chapter R-9) or a similar plan within the meaning of the said

Act.”

123. (1) Section 311 of the said Act is amended
(1) by replacing paragraph c by the following paragraph:

wm e
he oy
=%
E

“(c) abenefit under the Unemployment Insurance Act (Statutes
of Canada), other than a payment relating to the cost of a course or
program designed to facilitate the re-entry into the labour force of a
claimant under that Act;”;

(2) by replacing paragraph e.1 by the following paragraph:

“(e.1) a benefit paid under the Program for Older Worker
Adjustment according to the terms of the agreement made following
the approval obtained under Order in Council 1396-88 of 14 September
1988 or an income assistance payment made pursuant to an agreement
1(1}nde1[('i section 5 of the Department of Labour Act (Statutes of

anada);”;

(3) by replacing paragraph k.1 of the English text thereof by the
following paragraph:

“(k.1) compensation received under an employees’ or workers’
compensation law of Canada or a province in respect of an injur
JLPE ) Vs
disability or death;”.

(2) Paragraph 1 of subsection 1 applies from the taxation year
1988. However, where paragraph c of section 311 of the Taxation Act,
enacted by the said paragraph 1, applies before 12 December 1988,
the reference therein to “the Unemployment Insurance Act” shall
read as a reference to “the Unemployment Insurance Act, 1971”.

(3) Paragraph 2 of subsection 1 applies in respect of payments
received after 14 September 1989.

(4) Paragraph 3 of subsection 1 has effect from 28 February 1992.

¢ I3, 126. (1) Section 311.1 of the said Act is replaced by the

8111, : L%
=311 following section:

Social assis- “311.1 A taxpayer shall also include any amount received by
tace . himinthe year as a social assistance payment based on a means, needs

payment
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or income test or any such amount received in the year by his spouse
who resided with him at the time the payment was received and whose
income for the year, determined without taking account of this
section, section 313.1, paragraph d.1 of section 336 or Chapter VIII
of Title VI, is less than[l)lis income so determined for the year, except
where the taxpayer resided with his spouse at the time the payment
was received and the income of the taxpayer for the year, determined
without taking account of this section, section 313.1, paragraph d.1
of section 336 or Chapter VIII of Title VI, is less than his spouse’s
income so determined for the year, to the extent that such amount
is not otherwise required to be included in computing the income for
a taxation year from a business or property of the taxpayer or the
taxpayer’s spouse.”

(2) This section applies from the taxation year 1982. However,
where section 311.1 of the Taxation Act, enacted by this section,
apFlies to a taxation year preceding the taxation year 1989, the
references therein to “this section, section 313.1, paragraph d.1 of
section 336 or Chapter VIII of Title VI” shall read as references to
“this section or section 313.1”.

127. (1) Section 312 of the said Act is amended

(1) by replacing subparagraph ii of paragraph c by the following
subparagraph:

“ii. an amount with respect to an interest in an annuity contract
to which section 92.11 applies, or would aEply if the contract had an
annivers§ry day in the year at a time when the taxpayer held the
interest;”;

(2) by striking out subparagraph iii of paragraph c;
(3) by replacing paragraph g by the following paragraph:

“(g) the excess, over the amount determined under section 312.2
in respect of the taxpayer, of the aggregate of all amounts other than
an amount contemplated in paragraph ¢ of section 311, an amount
received in the course of business and an amount received in respect
of or by virtue of an office or employment, received by the taxpayer
in the year as a scholarship, fellowship or bursary or a prize for
achievement in a field of endeavour ordinarily carried on by the
taxpayer, other than a prescribed prize;”.

(2) Paragraphs 1 and 2 of subsection 1 apply in respect of
contracts last acquired after 31 December 1989.
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198 (3) Paragraph 3 of subsection 1 applies from the taxation year
1.

e 13 128. (1) The said Act is amended by inserting, after section
s 3122 312.1, the following section:

scholarships ~ “@12.2 The amount referred to in paragraph g of section 312 in
orother  respect of a taxpayer is equal to the greater of $500 and the aggregate
of all amounts each of which is the lesser of

(a) the amount that would be included under ?aragraph g of
section 312 if that paragraph were read without reference to “the
excess, over the amount determined under section 312.2 in respect
of the taxpayer, of” in computing the income of the taxpayer for the
year in respect of a scholarship, fellowship, bursary or prize that is
to be used by the taxpayer in the production of a literary, dramatic,
musical or artistic work, and

(b) the aggregate of all amounts each of which is an expense
incurred by the taxpayer in the year, in the preceding year but after
his receiving confirmation that the scholarship, fellowship, bursary
or prize referred to in paragraph a would be received, or in the year
following that in which the scholarship, fellowship, bursary or prize
was received, for the purpose of fulfilling the conditions under which
the scholarship, fellowship, bursary or prize was received, other than

i. personal or living expenses of the taxpayer, except expenses
in respect of travel, meals and lodging incurred by the taxpayer in
the course of fulfilling those conditions and while absent from the
taxpayer’s usual place of residence for the period to which the
scholarship, fellowship, bursary or prize, as the case may be, relates,

ii. expenses for which the taxpayer has been reimbursed, and

ili. expenses that are otherwise deductible in computing the
taxpayer’s income.”

(2) This section applies from the taxation year 1987.

c. I, 129. (1) Section 313.1 of the said Act is replaced by the
S following section:
Grants “313.1 A taxpayer shall also include the amount of any grant

et hea Teceived by him in the year under a prescribed program relating to
program home insulation or energy conversion or so received in the year by
his spouse who resides with him at the time of payment anci’ whose
income for the year, determined without reference to this section,

section 311.1, paragraph d.1 of section 336 and Chapter VIII of Title
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VI, is less than the taxpayer’s income so determined for the year, to
the extent that paragraph s of section 87 does not require the inclusion
of such amount in computing the taxpayer’s income or that of his
spouse for the year or a subsequent year, except where the taxpayer
resides with his spouse at the time of payment and the taxpayer’s
income for the year, determined without reference to this section,
section 311.1, paragraph d.1 of section 336 and Chapter VIII of Title
VI, is less than the spouse’s income so determined for the year.”

(2) This section applies from the taxation year 1989.

130. (1) The said Act is amended by inserting, after section
313.5, the following section:

“313.6 A taxpayer shall also include the value of benefits
received or enjoyed by any person in the year in respect of a workshop,
seminar, training program or any similar development program by
reason of the taxpayer’s membership in a registered national arts
service organization or in an artistic organization recognized by the
Minister on the recommendation of the Minister of Cultural Affairs.”

(2) This section has effect from 14 July 1990.

131. (1) Sections 316.1 and 316.2 of the said Act are replaced
by the following sections:

“316.1 Where a particular individual, other than a trust, or a
trust in which the particular individual is a beneficiary within the
meaning of section 462.22, receives a loan from or becomes indebted
to a creditor or creditor trust, directly or indirectly by means of a trust
or by any other means, and it may reasonably be considered that one
of the main reasons for making the loan or incurring the indebtedness
is to reduce or avoid tax by causing income from the loaned property
to be included in the income of the particular individual, the E)llowing
rules apply:

(a) any income of the particular individual, for a taxation year,
from the loaned property that relates to the period or periods in the
year throughout which the creditor or the creditor trust, as the case
may be, is resident in Canada and the particular individual is not
dealing at arm’s length with the creditor or the original transferor in
respect of the creditor trust, as the case may be, is deemed to be
income of the creditor or creditor trust, as the case may be, for that
taxation year and not income of the particular individual;

(b) where section 467 applies in respect of the loaned property
and income therefrom is deemed to be income of the creditor trust and
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not income of the particular individual, as provided for in
subparagraph a, section 467 shall be applied after the application of
subparagraph a.

Subparagraph a of the first paragraph does not apply, in respect
of such income of the individual

(a) tothe extent that sections 462.1 to 462.4 apply or would, but
for section 462.16, apply to such income;

(b) in the case of a creditor, to the extent that section 467 applies
to such income;

(¢) in the case of a creditor trust,

i. totheextent that subparagraph a of the first paragraph applies
to such income in the case of a creditor,

ii. tothe extent that section 467 applies to such income otherwise
than by reason of subparagraph b of the first paragraph.

For the purposes of this section,

“creditor”, in respect of a particular individual, or of a trust in
which the particular individual is a beneficiary within the meaning of
section 462.22, having received a loan or incurred a debt, means the
individual, other than a trust, who made the loan or became the
1credi‘;}or and with whom the particular individual does not deal at arm’s
ength;

“creditor trust”, in respect of a particular individual, or of a trust
in which the particular individual is a beneficiary within the meaning
of section 462.22, having received a loan or incurred a debt, means
the trust that made the loan or became the creditor and to which
property has, directly or indirectly by means of a trust or by any other
means, been transferred by another individual, in this section referred
to as the “original transferor”, who is not a trust, who is resident in
Canada at any time in the period during which the loan or
indebtedness is outstanding and with whom the particular individual
does not deal at arm’s length;

“loaned property”, in respect of a particular individual, or of a
trust in which the particular individual is a beneficiary within the
meaning of section 462.22, having received a loan or incurred a debt,
includes property that the loan or indebtedness enabled or assisted
the particular individual, or the trust in which the particular individual
is a beneficiary within the meaning of section 462.22, to acquire, and
property substituted for such property or for the loaned property.
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Loans for “316.2 Notwithstanding any other provision of this Act, section

value 316.1 does not apply to any income derived in a particular taxation
year, in respect of a loan or indebtedness, where the following
conditions are met:

(@) interestis charlged on the loan or indebtedness at a rate equal
to or greater than the lesser of the following rates:

1. the prescribed rate of interest in effect at the time the loan was
made or the indebtedness was incurred, and

ii. the rate that would, having regard to all the circumstances,
have been agreed on, at the time the loan was made or the
indebtedness was incurred, between parties dealing with each other
at arm’s length;

(b) the amount of interest that is payable in respect of the
particular taxation year in respect of the loan or indebtedness is paid
noi(:l later than 30 days after the end of the particular taxation year;
an

(c) the amount of interest that was payable in respect of each
taxation year preceding the particular taxation year in respect of the
loan or indebtedness was paid not later than 30 days after the end of
each such taxation year.”

(2) This sectiona glies to income relating to periods commencing
after 31 December 1990.

¢ I3, 132. (1) Section 316.3 of the said Act is amended by replacing
s. 8163, the first paragraph by the following paragraph:

am.

Loaned “316.3 For the purposes of section 316.1, where at any time a
property  particular property is used to repay, in whole or in part, a loan or

used to

repay a loan indebtedness that enabled or assisted an individual to acquire another

anamount property, there shall be included in computing the income from the

payable  particular property that Eropor“tion of the income or loss, as the case
may be, derived after that time from the other property or from
property substituted therefor that the amount so repaid is of the cost

to the individual of the other property.”

(2) This section applies to income relating to periods commencing
after 31 December 1990.

¢ I3, 133. (1) Section 317 of the said Act is replaced by the following
s 31T section:
replaced
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“317. A taxpayer must include any amount received by him as
pension benefit, including any pension, supplement or spouse’s
allowance under the Old Age Security Act (Statutes of Canada), any
similar payment made under a provincial law and any benefit under
the Act respecting the Québec Pension Plan (R.S.Q., chapter R-9) or
any equivalent plan within the meaning of that Act, the amount of any
payment out of or under a prescribed provincial pension plan and the
amount of any payment out of or under a foreign retirement
arrangement established under the laws of a country, except to the
extent that the latter amount would not, if the taxpayer were resident
in the country, be subject to the income taxation in the country, but
not including that part of an amount received by the taxpayer out of
or under an employee benefit plan and which must, pursuant to section
47.1, be included in computing the taxpayer’s income or which would
be required to be included therein were section 47.2 construed without
reference to the words “a return of amounts contributed to the plan
by him or a deceased employee of whom he is an heir or legal
representative” and the portion of an amount received out of or um%er
a retirement compensation arrangement that is required to be
included in computing his income under section 313.5 where it refers
to an amount provided for in paragraph a or ¢ of section 890.9.”

(2) This section applies in respect of payments received after 13
July 1990.

134. (1) Section 330 of the said Act is amended by replacing
paragraphs d and e by the following paragraphs:

“(d) the amount by which the aggregate of all amounts deducted
under section 399 in computing his cumulative Canadian exploration
expenses at the end of the year exceeds the total of the aggregate of
all amounts included under section 398 in computing his cumulative
Canadian exploration expenses at the end of the year and the
aggregate determined under subparagraph i of paragraph a of section
418.31.1 in respect of the taxpayer for the year;

“(e) the amount by which the total of the aggregate of all amounts
deducted under section 412 in computing his cumulative Canadian
development expenses at the end of the year and the amount
designated by him for the year for the purposes of the Income Tax
Act (Statutes of Canada) under subsection 14.2 of section 66 thereof
exceeds the total of the aggregate of all amounts included under
section 411 in computing his cumulative Canadian development
expenses at the end of the year and the aggregate determined under
subparagraph i of paragraph b of section 418.31.1 in respect of the
taxpayer for the year;”.
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(2) This section applies to taxation years ending after 17
February 1987.

15 135. (1) Section 333.1 of the said Act is amended by replacing
%3331 that part preceding paragraph a by the following:
Deduction “333.1 Where in a particular taxation year proceeds of
alowedin disposition, described in subparagraph iv of paragraph f of section 93,
involntary 0f any Canadian resource property are deemed, under section 280, to
disposition have become receivable by a taxpayer, and where that taxpayer, in
property:  his fiscal return for the year under this Part, has elected to have this
eection  section and sections 333.2 and 333.3 apply in respect of those proceeds,
the taxpayer may deduct in computing his income for the year an

amount which does not exceed the least of the following amounts:”.

(2) This section applies in respect of amounts deemed to have
bggzme receivable in taxation years commencing after 31 December
1984.

c. I3, 136. (1) Section 336 of the said Act, amended by section 30 of
s 336, am. ohapter 1 of the statutes of 1992 and section 95 of chapter 15 of the
statutes of 1993, is again amended

(1) by replacing paragraph d of subsection 1 by the following
paragraph:

overpay- “(d) an overpayment of a pension or supplement received under
ment o o the Old Age Security Act (Statutes of Canada), of a benefit paid under
supplement the Act respecting the Québec Pension Plan (R.S.Q., chapter R-9) or
a similar plan within the meaning of that Act, of a benefit paid under

the Labour Adjustment Benefits Act (Statutes of Canada) or under

the Unemployment Insurance Act (Statutes of Canada), of a benefit

paid under the Program for Older Worker Adjustment according to

the terms of the agreement made following the approval obtained

under Order in Council 1396-88 of 14 September 1988, of an income
assistance payment made pursuant to an agreement under section 5

of the Department of Labour Act (Statutes of Canada), or of a training
allowance under the National Training Act (Statutes of Canada),
received by an individual and included in computing his income for the

Kear or a preceding taxation year, up to the amount reimbursed by

im in the year otherwise than under Part VII of the Unemployment

Insurance Act;”;

(2) by inserting, after paragraph d of subsection 1, the following
paragraph:
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“(d.1) any amount the taxpayer is required to pay on or before
30 April of the following year as a benefit repayment under Part VII
of the Unemployment Insurance Act (Statutes of Canada), to the
extent that the amount was not deductible in computing his income
or taxable income for any preceding taxation year;”.

(2) Paragraph 1 of subsection 1 applies in respect of repayments
made after 31 December 1987. However, where paragraph d of
subsection 1 of section 336 of the Taxation Act, enacted by the said
paragraph 1, applies

(@) in respect of repayments made between 31 December 1987
and 15 September 1989, it shall read without reference to the words
“of an income assistance payment made pursuant to an agreement
1(13nde1('l section 5 of the Bepartment of Labour Act (Statutes of

anada),”;

(b) before 12 December 1988, the references therein to “under
the Unemployment Insurance Act” and “Part VII of the
Unemployment Insurance Act” shall read as references to “under the
Unemployment Insurance Act, 1971”7 and “Part VIII of the
Unemployment Insurance Act, 1971”7, respectively.”

(3) Paragraph 2 of subsection 1 applies from the taxation year
1989.

137. (1) Section 338 of the said Act is amended by inserting,
after the first paragraph, the following paragraph:

“In order that fees paid to an educational institution contemplated
in paragraph a of section 337, which are fees in respect of which the
individual is or was entitled to receive a reimbursement or any form
of assistance under a program of Her Majesty in right of Canada or
a province designed to facilitate the entry or re-entry of workers into
the labour force, be deductible in computing an individual’s income
under section 337, the amount of the reimbursement or assistance,
as the case may be, must be included in computing the individual’s
income.”

(2) This section applies from the taxation year 1988.

138. (1) Section 351 of the said Act is amended by re}illacing
subparagraph ii of paragraph b by the following subparagraph:

“ii. a supporting person of the child or a person under 18 years
of age and related to the individual; or”.

(2) This section applies from the taxation year 1990.
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e 13, 139. (1) Section 355.1 of the said Act is replaced by the
rooai  following section:
Child with “333.1 A child referred to in section 352, subparagraph i of

severe and  paragraph a of section 354 and paragraph b of section 355 for a taxation

prolonged

mental or  year is an eligible child who is a person in respect of whom an amount
fmnainment 18 deductible by reason of sections 752.0.14 to 752.0.16 in computing
orwitha  an individual’s tax payable under this Part for the year.”

impairment

(2) This section applies from the taxation year 1991.

. I3, 140. (1) Section 358.0.1 of the said Act is amended by replacing
s 33801, subparagraph a of the first paragraph by the following subparagraph:

anm.

“(a) the excess, over the aggregate of all amounts each of which
is the amount of a reimbursement or any other form of assistance,
other than prescribed assistance or an amount that is included in
computing a taxpayer’s income and that is not deductible in computing
his taxable income, that any taxpayer is or was entitled to receive in
respect of an amount described in both subparagraphs i and ii, of the
aggregate of all amounts each of which is an amount

i. that was paid in the year by the individual to a person who,
at the time of the payment, is neither the individual’s spouse nor under
18 years of a%e, on account of attendant care provided in Canada to
the individual to enable him to perform the duties of an office or
emplo%'ment, to carry on a business either alone or as a partner
actively engaged in the business, to undertake an occupational
training course in respect of which he received a training allowance
under the National Training Act (Statutes of Canada), or to carry on
rezearch or any similar WOI%( in respect of which he received a grant,
an

ii. that is not included in computing a deduction under sections
752.0.11 to 752.0.13 for any taxation year;”.

(2) This section applies from the taxation year 1989. However,
where subparagraph i of subparagraph a of the first paragraph of
section 358.0.1 of the Taxation Act, enacted by this section, applies
to the taxation years 1989 and 1990, it shall read as if the reference
therein to “a person who, at the time of the payment, is neither the
individual’s spouse nor” were a reference to “a person, other than a
person who is related to him or a person”.

o 13, 141. (1) Section 359 of the said Act is amended by replacing
Sood: ext paragraph a of the French text by the following paragraph:
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“(a) “débours” fait ou “dépense” engagée par un contribuable
avant un moment donné ne comprend pas un montant payé ou a payer
pour des services devant étre rendus apres ce moment ni un montant
payé ou a payer a titre de loyer pour une période postérieure a ce
moment, mais comprend un montant désigné par lui a ce moment, en
vertu du paragraphe b des articles 622 ou 628, & titre de cott relatif
4 un bien qui est un bien minier canadien ou un bien minier étranger;”.

(2) This section applies in respect of fiscal periods ending after
28 February 1986.

142. (1) Section 359.1 of the said Act is amended

(1) by replacing that part preceding subparagraph a of the first
paragraph by the following:

“359.1 In this chapter, “flow-through share” means a share,
other than a Erescribed share, of the capital stock of a development
corporation that is issued to a person pursuant to an agreement in
writing entered into between the person and the development
corporation after 28 February 1986, under which the corporation
agrees, for consideration that does not include property to be
exchanged or transferred by the person under the agreement in
circumstances in which Division XIII of Chapter IV of Title IV or
Chapter IV, V or VI of Title IX applies,”;

(2) by striking out the word “et” at the end of subparagraph a
of the first paragraph of the French text thereof.

(2) This section applies in respect of shares issued pursuant to
an agreement in writing entered into after 13 July 1990.

143. (1) Section 359.3 of the said Act is amended by replacing
that part preceding paragraph a by the following:

“359.3 Subject to sections 359.11 to 359.12.0.1, where a
corporation renounces an amount to a person under section 359.2, the
following rules apply:”.

(2) This section has effect from 14 July 1990.

144. (1) Section 359.5 of the said Act is amended by replacing
that part preceding paragraph a by the following:

“359.5 Subject to sections 359.11 to 359.12.0.1, where a
corporation renounces an amount to a person under section 359.4, the
following rules apply:”.
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(2) This section has effect from 14 July 1990.

c. 13, 145. (1) Section 359.7 of the said Act is amended by replacing
s 397, that part preceding paragraph a by the following:

Renuncia- “389.7 Subject to sections 359.11 to 359.12.0.1, where a
tion corporation renounces an amount to a person under section 359.6, the

following rules apply:”.
(2) This section has effect from 14 July 1990.

o 13, 146. (1) Section 359.11 of the said Act is replaced by the
s. 85911 following section:

replaced

Prescribed “359.11 Where, in a fiscal period of a partnership, an expense

form is or, but for this section, would be incurred by the partnership as a
consequence of a renunciation of an amount under section 359.2, 359.4
or 3569.6, the partnership shall, on or before the last day of the third
month following the end of that fiscal period, file with the Minister
a prescribed form indicating the share of the expense attributable to
each member of the partnership at the end of that fiscal period.

Presumption  Where the form required to be filed under the first paragraph is
not so filed, the partnership is deemed not to have incurred the
expense referred to therein.”

(2) This section applies in respect of fiscal periods ending after
13 July 1990.

c. 13, 147. (1) The said Act is amended by inserting, after section
s. 359111, 359.11, the following section:

Prescribed “359.11.1 Where a partnership receives or becomes entitled
form to receive assistance as an agent for its members or former members
at a particular time in respect of any Canadian exploration expense,
Canadian development expense or Canadian oil and gas property
expense that is or, but for paragraph b of sections 359.3, 359.5 and
359.7, would be incurred by a corporation, the following rules apply:

(@) where the entitlement of any such member or former member
to any part of such assistance is known by the partnership as of the
end of the partnership’s first fiscal period ending after the particular
time and that part of such assistance was not required to be reported
under paragraph b in respect of a calendar year ending before the end
of that fiscal period, the partnership shall, on or before the last day
of the third month following the end of that fiscal period, file with the
Minister a prescribed form indicating the share of that part of such
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assistance paid to each such member or former member before the
end of that fiscal period or to which each such member or former
member is entitled at the end of that fiscal period;

(b) where the entitlement of any such member or former member
to any part of such assistance is known by the partnership at the end
of a calendar year that ends after the particular time and that part
of such assistance was not required to Ee reported under paragraph
a in respect of a fiscal period ending on or before the end of that
calendar year, or under this paragraph in respect of a preceding
calendar year, the partnership shall, on or before the last day of the
third month following the end of that calendar year, file with the
Minister a prescribed form indicating the share of that part of such
assistance paid to each such member or former member before the
end of that fiscal period or to which each such member or former
member is entitled at the end of that calendar year;

(c) where the prescribed form required to be filed under
paragraph a or b is not so filed, the part of such expense relating to
the assistance required to be reported in the prescribed form is
deemed not to have been incurred by the partnership.”

(2) This section applies in respect of assistance that a partnership
receives or becomes entitled to receive after 31 December 1989 and
in a fiscal period of the partnership ending after 13 July 1990.

148. (1) Section 359.12 of the said Act is replaced by the
following section:

“359.12 Where a corporation renounces an amount in respect
of Canadian exploration expenses, Canadian development expenses
or Canadian oil and gas property expenses under section 359.2, 359.4
or 359.6, the corporation shall file a prescribed form in respect of the
renunciation with the Minister before the end of the first month
following the month in which the renunciation is made.

Where the form required to be filed under the first paragraph is
not so filed, sections 359.3, 359.5 and 359.7 shall not apply in respect
of the amount referred to in the first paragraph that the corporation
has renounced.”

(2) This section applies in respect of renunciations made after 13
July 1990.

149. (1) The said Act is amended by inserting, after section
359.12, the following section:
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Prescribed “359.12.0.1 Where a corporation receives or becomes entitled

form to receive assistance as an agent at a particular time in respect of any
Canadian exploration expense, Canadian development expense or
Canadian oil and gas property expense that is or, but for paragraph
b of sections 359.3, 359.5 and 359.7, would be incurred by the
corporation, the corporation shall, before the end of the first month
following the particular month in which it first becomes known by the
corporation that a person or partnership who holds a flow-through
share of the corporation is entitled to a share of any part of such
assistance, file with the Minister a prescribed form indicating the
share of that part of such assistance to which each such person or
partnership is entitled at the end of the particular month.

Presumption Where the form required to be filed under the first paragraph is
not so filed, the part of such expense referred to in the first paragraph
relating to the assistance required to be reported in the prescribed
form is deemed not to have been incurred by the corporation.”

(2) This section applies in respect of assistance that a corporation
receives or becomes entitled to receive after 13 July 1990.

¢ 13, 150. (1) Sections 359.12.1 and 359.12.2 of the said Act are

Soss2lreplaced by the following sections:

replaced

Late filing “359.12.1 A corporation or partnership may file with the
Minister a document referred to in any of sections 359.10 to 359.12.0.1
after the particular day on or before which the document is required
to be fileg under the applicable section, if

(@) the document is filed on or before the day that is 90 days after
the particular day, or after that day where, in the opinion of the
Minister, the circumstances are such that it would be just and
equitable to permit the document to be filed, and

(b) the corporation or Fartnership, as the case may be, pays to
the Minister at the time of filing the penalty preseribed in section
359.12.2 in respect of the late filing.

Presumption  The document filed in accordance with the first paragraph is
deemed, except for the purposes of this section and section 359.12.2,
to have been filed with the Minister on the day on or before which it
was required to be filed under any of sections 359.10 to 359.12.0.1,
as the case may be.

Penalty “359.12.2 For the purposes of section 359.12.1, the penalty in
respect of the late filing of a document referred to in any of sections
359.10 to 359.12.0.1 is equal to the lesser of $15 000 and
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(a) where the penalty is in respect of the late filing of a document
referred to in section 359.10, 359.11 or 359.12, the greater of $100 and
0.25 % of the maximum amount in respect of the Canadian exploration
expenses, Canadian development expenses and Canadian oil and gas
property expenses renounced or attributed or to be renounced or
attributed as set out in the document; and

(b) where the penalty is in respect of the late filing of a document
referred to in section 359.11.1 or 359.12.0.1, the greater of $100 and
0.25 % of the assistance reported in the document.”

(2) This section, where it replaces section 359.12.1 of the
Taxation Act, applies in respect of documents filed after 30 June 1988.
However, where the said section 359.12.1 applies

(a) in respect of documents filed before 14 July 1990, the
references therein to section 359.12.0.1 shall read as references to
section 359.12;

(b) in respect of documents referred to in section 359.11.1 or
359.12,0.1 of the said Act, filed before 14 October 1993, it shall read
v&}flithouf[; reference to subparagraphs a and b of the first paragraph
thereof.

(8) This section, where it replaces section 359.12.2 of the
Taxation Act, applies in respect of documents filed after 13 July 1990.

151. (1) Section 359.14 of the said Act is amended

(1) by inserting, after subparagraph b of the first paragraph, the
following subparagraph:

: “(b.1) the amount of any assistance in respect of the expenses,
and”;

(2) by replacing subparagraph c of the first paragraph by the
following subparagraph:

“(c) any information relating to the expenses or the amounts
renounced by the corporation or to any assistance in respect of the
expenses.”;

(3) by striking out the second paragraph.
(2) This section has effect from 14 July 1990.

152. (1) Sections 859.16 and 359.17 of the said Act are replaced
by the following sections:
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Partner- “359.16 For the purposes of paragraph c.0.1 of section 359, the

ships first and second paragraphs of section 359.1, sections 359.2 to 359.8,
359.18, 359.19 and 419.0.1, a partnership is deemed to be a person and
its taxation year is deemed to be its fiscal period.

Non-arms “359.17 For the gurposes of paragraph c of section 359.8,

length bt where an expense would, but for paragraph b of section 359.3, be
incurred during the first 60 days of a calendar year by a corporation
and the expense is deemed by section 359.3 to be incurred by a
partnership, the partnership and the corporation are deemed not to
deal with each other at arm’s length at any time during that period
only where a share of the expense of the partnership is included by
reason of paragraph d of section 395 in the Canadian exploration
expense of the corporation or a member of the partnership with whom
the _ccarporation does not deal at arm’s length at any time during that
period.”

986(2) This section applies to fiscal periods ending after 28 February

e 13, 153. (1) The said Act is amended by inserting, after section

o % 359.17, the following sections:

added

Members of “3539.18 For the purposes of section 181, paragraph d of section

partnerships33() - sections 333.1 to 333.3, 362 to 394, 600.1 and 600.2, Divisions I,
L1, III to IV.2 and V and subparagraph iv of subparagraph a.2 of the
first paragraph of section 726.6, where a person’s share of an outlay
or exi)ense made or incurred by a partnership in a fiscal period thereof
is included in respect of the person under section 372, to the extent
that it refers to paragr:aph d of section 364, under ara%]raph d of
section 395 or 408, or under paragraph b of section 418.2, the portion
of the outlay or expense so included is deemed, except for the purposes
of applying sections 372, 395 to 397, 408 to 410 and 418.2 to 418.4 in
respect of the person, to have been made or incurred by the person
at the end of that fiscal period.

Renuncia- “359.19 Notwithstanding sections 359.2, 359.4 and 359.6, a
tion by a - ,corporation is not entitled to renounce an amount under any of the

vartnership $aid sections at any time to another person where at that time the
corporation

(a) would, but for this section, be entitled to renounce, under any
of the said sections to the other person, all or part of

i. its share of the outlay or expense made or incurred b{r) a
partnership of which the corporation is a member or former member

at that time, or
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1i. an amount renounced to the corporation under any of the said
sections, and

(b) would not be entitled to so renounce the amount described
in subparagraph i or ii of paragraph a to the other person if the words
“end of that fiscal period” in section 359.18 were read as “time the
outlay or expense 1s made or incurred by the partnership” and the
words “on the effective date of the renunciation” in paragraph a of
each of sections 359.3, 359.5 and 359.7 were read as “at the earliest

”»”

time that any part of such expense is incurred by the corporation”.

(2) This section, where it enacts section 359.18 of the Taxation
Act, applies to fiscal periods ending after 28 February 1986 and, where
it enacts section 359.19 of the said Act, applies in respect of outlays
or expenses made or incurred after 13 July 1990, other than such
outlays or expenses made or incurred pursuant to an agreement in
writing entered into before 14 July 1990.

e I3, 154. (1) Section 375 of the said Act is replaced by the following

s. 375, 1 .
replaced  SECtION:

Dealers in “375. Sections 329 to 333, 357, 358, 368, 371, 374, 395 to 418.12
nghts, and 418.16 to 418.36 do not apply in computing the income for a
privileges totgaxation year of a taxpayer, other than a development corporation,
SPO™ if the business of such taxpayer includes trading or dealing in rights,

licences or privileges to explore for, drill for or take minerals,

petroleum, natural gas or other related hydrocarbons.”

(2) This section applies to taxation years ending after 17
February 1987. Furthermore, where section 375 of the Taxation Act,
enacted by subsection 1, applies to taxation years ending

(a) after 11 December 1979 and before 1 January 1985, the
reference therein to “332” shall read as a reference to “332.3”;

(b) after 81 December 1984 and before 18 February 1987, it shall
read as it is to read for taxation years ending after 11 December 1979
and before 1 January 1985, without reference, however, to section 369
of the Taxation Act.

e. 13, 155. (1) Section 393 of the French text of the said Aect is

S ex Teplaced by the following section:

replaced

Une méme “393. Le contribuable, qui a engagé une dépense ou fait un

déduction débours a I'égard duquel une déduction est permise par plus d’'une

auune fois - Jisposition du présent chapitre, ne peut les déduire qu’une fois, et ce
en vertu de la disposition qu'il choisit.”
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986(2) This section applies to fiscal periods ending after 28 February
1986.

e 1.3, 156. (1) Section 398 of the said Act is amended

8. 398, am.

(1) by inserting, after paragraph b, the following paragraph:

“.1) all amounts determined under paragraph a of section
418.31.1 in respect of the taxpayer for a taxation year ending before
that time;”;

(2) by replacing paragraph e of the French text thereof by the
following paragraph:

“(e) de la partie d’'un montant visé au paragraphe e de l'article
399 qu’il a remboursée, avant ce moment, conformément & une
obligation juridique de rembourser en totalité ou en partie ce
montant.”

(2) Paragraph 1 of subsection 1 applies to taxation years
commencing after 17 February 1987.

(8) Para. :«jph 2 of subsection 1 applies in respect of amounts
repaid after 31 January 1990.

¢ 13, 157. (1) Sections 400 and 401 of the said Act are replaced by
s s -the following sections:
Deductions “400. A development corporation or any other taxpayer
byadevel carrying on a mining business must deduct, in ecomputing its income
corporation for a taxation year, the amount by which its cumulative Canadian
taxpaver  €Xploration expenses at the end of the year exceed the amount
carrying on designated by 1t for the year for the purposes of the Income Tax Act
usiness ~ (Statutes of Canada) under subsection 14.1 of section 66 of the said
Act, not exceeding the amount that would be its income for the year,
computed without taking into account sections 332.1 to 332.2, if no
deduction, other than a prescribed deduction, were allowed under this
section and sections 360 and 361, minus the deductions allowed for the

year under sections 738 to 749.

Other _ A taxpayer contemplated in the first paragraph may also deduct,
deduction i computing its income for any taxation year, an amount not
exceeding the aggregate of

(@) the lesser of

i. the amount by which the aggregate determined under
subparagraph i of paragraph a of section 418.31.1 in respect of the
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taxpayer for the year exceeds the amount that would be determined
in respect of the taxi)ayer for the year under paragraph d of section
330 if the aggregate last referred to in the said paragraph d were not
taken into account, and

ii. the amount by which the amount that would be its income for
the year as determined under the first paragraph exceeds the amount
deducted by it for the year under this section by reason of the first
paragraph; and

(b) the least of

i. the aggregate of all amounts included in computing its income
for the year under sections 332.1 to 332.2,

il. the aggregate of the amount by which the amount determined
under the first paragraph in respect of the taxpayer for the year
exceeds the amount that would be its income for the year as
determined under that first paragraph, and the amount by which the
amount determined under subparagraph i of subparagraph a in
respect of the taxpayer for the year exceeds the amount determined
under subparagraph ii of subparagraph a in respect of the taxpayer
for the year; and

iii. the amount that would be its income for the year as
determined under the first paragraph if that paragraph were read
without reference to the words “, computed without taking into
account sections 332.1 to 332.2,”.

_ “401. A taxpayer not contemplated in section 400 may deduct,
in computing the income of the taxpayer for a taxation year, an amount
not exceeding the aggregate of

(@) the amount by which the taxpayer’s cumulative Canadian
exploration eXﬁense at the end of the year exceeds the amount
designated by the taxpayer for the year for the purposes of the Income
Tax Act (Statutes of Canada) under subsection 14.1 of section 66 of
the said Act, and

(b) the amount by which the aggregate determined under
subparagraph i of paragraph a of section 418.31.1 in respect of the
taxpayer for the year exceeds the amount that would be determined
in respect of the taxpayer for the year under dparagraph d of section
330 if the aggregate last referred to in the said paragraph d were not
taken into account.”

(2) This section applies to taxation years ending after 17
February 1987. Furthermore, where section 400 of the Taxation Act,
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replaced by this section, ai)glies to taxation years ending after 31
December 1983 and before 18 February 1987, the references therein
to “and 332.2” shall read as references to “to 332.2”.

158. (1) Section 406 of the said Act is amended by replacing
subparagraph b of the first paragraph by the following subparagraph:

“(b) of all amounts of assistance that any person has received, is
entitled to receive or, at any time, becomes entitled to receive in
respect of such expenses incurred during the period or that may
reasonably be regarded as relating to Canadian exploration activities
of the joint exploration corporation during the period, other than that
portion of such assistance arising by reason of the application of
section 127 or 127.1 of the Income Tax Act (Statutes of Canada) in
respect of a shareholder corporation of the joint exploration
corporation.”

(2) This section applies in respect of assistance for expenses
incurred after 30 November 1985.

159. (1) Section 411 of the said Act is amended
(1) by inserting, after paragraph a, the following paragraph:

“(a.1) all amounts determined under paragraph b of section
418.31.1 in respect of the taxpayer for a taxation year ending before
that time;”;

(2) by replacing paragraph d of the French text thereof by the
following paragraph:

“(d) de la partie d’'un montant visé au paragraphe h de l'article
412 qu'il a remboursée, avant ce moment, conformément a une
obligation juridique de rembourser en totalité ou en partie ce
montant.”

(2) Paragraph 1 of subsection 1 applies to taxation years
commencing after 17 February 1987.

(8) Paragraph 2 of subsection 1 applies in respect of amounts
repaid after 31 January 1990.

160. (1) Section 413 of the said Act is amended

(1) by replacing that part preceding subparagraph a of the first
paragraph by the following:

360



1993 Taxation Act CHAP 16

Deduction “413. A development corporation carrying on an oil business
reamie- may deduct, in computing its income for a taxation year, an amount
dian not exceeding the aggregate of its cumulative Canadian development
Coremen snexpenses incurred in Québec at the end of the year and the amount
business . hy which the aggregate determined under subparagraph i of
paragraph b of section 418.31.1 in respect of the corporation for the
year in respect of its cumulative Canadian development expenses
Incurred in Québec exceeds the amount that would be determined in
respect of the corporation for the year under paragraph e of section
330 in respect of such expenses if the aggregate last referred to in the
said paragraph e were not taken into account, and an amount not

exceeding the aggregate of”;

(2) by replacin% subpara%raph i of subparagraph a of the first
paragraph by the following subparagraph:

“i. the aggregate of its other cumulative Canadian development
expenses at the end of the year and the amount by which the aggregate
determined under subparagraph i of paragraph b of section 418.31.1
in respect of the corporation for the year in respect of its other
cumulative Canadian development expenses exceeds the amount that
would be determined in respect of the corporation for the year under

aragraph ¢ of section 330 in respect of such expenses if the aggregate
as(’g referred to in the said paragraph e were not taken into account;
and”.

(2) This section applies to taxation years ending after 17
February 1987.

c. 13, 161. (1) Section 414 of the said Act is amended by replacing
s 414 am. that part preceding subparagraph a of the second paragraph by the
following :

Deduction “414. A development corporation carrying on a mining business
o cemua- may deduct, in computing its income for a taxation year, the aggregate
dian tof its cumulative Canadian development expenses at the end of the
exponees;year and the amount by which the aggregate determined under
mining busi-subparagraph i of paragraph b of section 418.31.1 in respect of the
corporation for the year exceeds the amount that would be determined
in respect of the corporation for the year under paragraph e of section
330 if the aggregate last referred to in the said paragraph e were not

taken into account.

Deduction Any other taxpayer may deduct in respect of a mining business,
or other. in computing his income for a taxation year, the aggregate of his
" cumulative Canadian development expenses at the end of the year and
the amount by which the aggregate determined under subparagraph
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¢ I-3,
s. 418.12,
replaced

i of paragraph b of section 418.31.1 in respect of the taxpayer for the
year exceeds the amount that would be determined in respect of the
taxpayer for the year under paragraph e of section 330 if the aggregate
last referred to in the said paragraph e were not taken into account,
without exceeding the greater of”.

(2) This section applies to taxation years ending after 17
February 1987.

162. (1) Section 418.5 of the said Act is amended
(1) by inserting, after paragraph a, the following paragraph:

“a.1) of the agf're ate of all amounts determined under
paragraph c of section 418.31.1 in respect of the taxpayer for a taxation
year ending before that time,”;

(2) by replacing paragraph d of the French text thereof by the
following paragraph:

“(d) de la partie d'un montant visé au paragraphe e de l'article
418.6 qu’il a remboursée, avant ce moment, conformément a une
obligation juridique de rembourser en totalité ou en partie ce
montant.”

(2) Paragraph 1 of subsection 1 applies to taxation years
commencing after 17 February 1987.

(3) Paragraph 2 of subsection 1 applies in respect of amounts
repaid after 31 January 1990.

163. (1) Section 418.7 of the said Act is amended by reﬁlacing
subparagraph i of paragraph a by the following subparagraph:

“l. the aggregate of his cumulative Canadian oil and lgas property
expense at the end of the year and the amount by which the aggregate
determined under subparagraEh i of paragraph c of section 418.31.1
in respect of the taxpayer for the year exceeds the amount that would
be determined in respect of the taxpayer for the year under section
418.12 if the aggregate last referred to in the said section 418.12 were
not taken into account; and”.

(2) This section applies to taxation years ending after 17
February 1987.

164. (1) Section 418.12 of the said Act is replaced by the
following section:
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“418.12 For the purposes of subparagraph a of the second
garagraph of section 358, paragraph g of section 412 and paragraph
of section 418.5, the amount determined under this section for a
taxation year in respect of a taxpayer is equal to the amount by which
the aggregate of all amounts deducted under section 418.6 in
computing the taxpayer’s cumulative Canadian oil and gas property
expense at the end of the year exceeds the total of the aggregate of
all amounts included under section 418.5 in computing the taxpayer’s
cumulative Canadian oil and gas property expense at the end of the
year and the aggregate determined under subparagraph i of
paragraph c of section 418.31.1 in respect of the taxpayer for the
year.”

(2) This section applies to taxation years ending after 17
February 1987.

165. (1) Section 418.16 of the said Act is amended by replacing
subparagraph a of the second paragraph by the following
subparagraph:

“(a) were not otherwise deducted in computing the income of the
corporation for the year or deducted in computing the income of the
corporation for a preceding taxation year or in computing the income
of a predecessor owner of the particular property for any taxation
year; and”.

(2) This section applies to taxation years ending after 17
February 1987.

166. (1) Section 418.17 of the said Act is amended

(1) by replacing the second paragraph by the following
paragraph:

“The first amount to which the first paragraph refers is equal to
the amount of foreign exploration and development expenses incurred
by the original owner before the disposition of the particular property
by the original owner, to the extent that those expenses were not
otherwise g]educted in computing the income of the corporation for the
year, were not deducted in computing the income of the corporation
for a preceding taxation year or in computing income of any
predecessor owner of the particular property for any taxation year
and were not deductible in computing the income of the original owner

for any taxation year.”;

(2) by replacing subparaﬁraphs @ and b of the third paragraph
by the following subparagraphs:
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“(a) the aggregate of

i. the part of the corporation’s income for the year, determined
before any deduction under any of sections 359 to 419.6, that may
reasonably be regarded as attributable to

(1) the amount included in computing its income for the year
under paragraph a of section 330, that may reasonably be regarded
as attributable to the disposition by the corporation of any interest
in or right to the particular property, or

(2) production from the particular property, and
ii. the lesser of

(1) the agg}'t;egate of all amounts each of which is the amount
designated by the corporation for the year in respect of a Canadian
resource property owned by the original owner immediately before
being acquired with the particular property by the corporation or a
predecessor owner of the particular property, not exceeding the
amount included in computing the corporation’s income for the year,
determined before any deduction under section 86 of the Act
respecting the application of the Taxation Act (1972, chapter 24) and
sections 359 to 419.6, that may reasonably be regarded as being
attributable to the production, after 31 December 1988, from the
Canadian resource property, and

(2) the amount by which 10 % of the amount described in the
second paragraph for the year in respect of the original owner exceeds
the aggregate of all amounts each of which would, but for this
subparagraph ii, subparagraph ii of paragraph b and paragraph f of
section 418.26 as a result of the application of paragraph b of section
418.29, be determined under this paragraph for the year in respect
of the particular property or other foreign resource property owned
by the original owner immediately before being acquired with the
particular property by the corporation or a predecessor owner of the
particular property, exceeds

“(b) the aggregate of all other amounts deducted for the year

i. under this section and section 418.19 as a result of the
application of subparagraph c of the first paragraph of section 418.20
that may reasonably be regarded as attributable to the part of its
income for the year described in subparagraph i of subparagraph a
in respect of the particular property, and

ii. under this section that may reasonably be regarded as
attributable to the part of its income referred to in subparagraph 1
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of subparagraph ii of subpara%raph a for the year in respect of which
an amount is designated by the corporation under the said
subparagraph 1.”;

(3) by adding, after the third paragraph, the following
paragraph:

“Income in respect of which an amount is designated under
subparagraph 1 of subparagraph ii of subparagraph a of the third
paragraph is deemed, for the purposes of subparagraph iii of
subparagraph a of the third paragraph of sections 418.16 and 418.18,
subparagraph 2 of subparagraph i of subparagraph a of the third
garagraph of section 418.19, subparagraph i of subparagraph c of the

rst paragraph of section 418.20, subparagraph 2 of subparagraph i
of subparagraph a of the third paragraph of section 418.21, paragraph
a of section 418.28 of this Act and section 86 of the Act respecting the
application of the Taxation Act (1972, chapter 24), to the extent that
section 86.4 of the Regulation respecting the application of the
Taxation Act (1972) (R.R.Q., 1981, cEapter I-4, r. 2) refers to clause
B of subparagraph i of paragraph d of subsection 25 of section 29 of
the Income Tax Application Rules, 1971 (Statutes of Canada), not to
be attributable to production from a Canadian resource property.”

(2) This section applies to taxation years ending after 17
February 1987. However, where section 418.17 of the Taxation Act,
as amended by subsection 1, applies to a corporation referred to
therein as a result of the application of section 418.26 of the said Act,
subparagraph 1 of subparagraph ii of subparagraph a of the third
paragraph thereof shall read without reference to “, after 31
December 1988,”.

167. (1) Section 418.18 of the said Act is amended by replacing
subparagraph a of the second paragraph by the following
subparagraph:

“(a) otherwise deducted in computing the corporation’s income
for the year or deducted in computing the corporation’s income for a
preceding taxation year or in comgutmg the income of a predecessor
owner of the particular property for any taxation year; and”.

(2) This section applies to taxation years ending after 17
February 1987.

168. (1) Section 418.19 of the said Act is amended

(1) by replacing subparagraph i of subparagraph a of the second
paragraph by the following subparagraph:
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“l, the cumulative Canadian development expenses of the
original owner, determined immediately after the disposition of the
particular property by the original owner, to the extent that the
expenses were not otherwise deducted in computing the corporation’s
income for the year, were not deducted in computing the corporation’s
income for any preceding taxation year or in computing the income
of the ori%rinal owner or any predecessor owner of the particular
property for any taxation year, and were not designated by the
original owner for any taxation year for the %urposes of the Income
Tax Act (Statutes of Canada) pursuant to subsection 14.2 of section
66 of the said Act, exceeds”;

(2) by replacing subparagraph a of the third paragraph by the
following subparagraph:

“(a) the lesser of

i. the part of the corporation’s income for the year, determined
before any deduction under section 86 of the Act respecting the
application of the Taxation Act (1972, chapter 24) or any of sections
359 to 419.6, that may reasonably be regarded as attributable to

(1) its reserve amount for the year in respect of the original
owner and each predecessor owner of the particular property, or

(2) production from the particular property, and

ii. where the corporation acquired the particular property from
the original owner at any time in the year, otherwise than by way of
an amalgamation or merger or by reason only of the application of
paragraph a of section 418.26, and did not deal at arm’s length with
the original owner at that time, nil, exceeds”.

(2) Paragraph 1 of subsection 1 applies to taxation years ending
after 17 February 1987.

(8) Paragraph 2 of subsection 1 applies

(a) in respect of dispositions occurring in taxation years
commencing after 16 December 1991, and

(b) in respect of dispositions made by a taxpayer in a taxation
year ending after 17 February 1987 and commencing before 17
December 1991, where the taxpayer and each corporation referred
to in paragraph b of subsection 18 of section 42 of the Act to amend
the Income Tax Act, the Canada Pension Plan, the Cultural Property
Export and Import Act, the Income Tax Conventions Interpretation
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Act, the Tax Court of Canada Act, the Unemployment Insurance Act,
the Canada-Newfoundland Atlantic Accord Fmplementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
have made a valid election with the Minister of National Revenue
under the said subsection in respect of the disposition and have so
notified the Minister of Revenue in writing, with supporting evidence,
in which case, notwithstanding section 1010 of the Taxation Act and
for the sole purpose of giving effect to the election, such assessments
of tax, interest and penalties as are necessary shall be made by the
Minister of Revenue and the second and third paragraphs of section
1060.1 and section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

169. (1) Section 418.21 of the said Act is amended

(1) by replacing subparagraph a of the second paragraph by the
following subparagraph:

“(a) the cumulative Canadian oil and gas property expense of the
original owner determined immediately after the disposition of the
garticular property by the original owner to the extent that it has not

een otherwise deducted in computing the corporation’s income for
the year and has not been deducted in computing the corporation’s
income for any preceding taxation year or in computing the income
of the original owner or any predecessor owner of the particular
property for any taxation year, exceeds”;

(2) by replacing subparagraph a of the third paragraph by the
following subparagraph:

“(a) the lesser of

i. the part of the corporation’s income for the year, determined
before any deduction under section 86 of the Act respecting the
agglication of the Taxation Act (1972, chapter 24) or any of sections
359 to 419.6, that may reasonably be regarded as attributable to

(1) its reserve amount for the year in respect of the original
owner and each predecessor owner of the particular property, or

(2) production from the particular property, and

ii. where the corporation acquired the particular property from
the original owner at any time in the year, otherwise tﬁan by way of
an amalgamation or merger or by reason only of the application of
paragraph a of section 418.26, and did not deal at arm’s length with
the original owner at that time, nil, exceeds”.
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(2) Paragraph 1 of subsection 1 applies to taxation years ending
after 17 February 1987.

(3) Paragraph 2 of subsection 1 applies

(a) in respect of dispositions occurring in taxation years
commencing after 16 December 1991, and

(b) in respect of dispositions made by a taxpayer in a taxation
year ending after 17 February 1987 and commencing before 17
December 1991, where the taxpayer and each corporation referred
to in paragraph b of subsection 18 of section 42 of the Act to amend
the Income Tax Act, the Canada Pension Plan, the Cultural Property
Export and Import Act, the Income Tax Conventions Interpretation
Act, the Tax Court of Canada Act, the Unemployment Insurance Act,
the Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
have made a valid election with the Minister of National Revenue
under the said subsection in respect of the disposition and have so
notified the Minister of Revenue in writing, with supporting evidence,
in which case, notwithstanding section 1010 of the Taxation Act and
for the sole purpose of giving effect to the election, such assessments
of tax, interest and penalties as are necessary shall be made by the
Minister of Revenue and the second and third paragraphs of section
1060.1 and section 1066.2 of the said Aect shall apply thereto, with such
modifications as the circumstances require.

170. (1) Section 418.26 of the said Act is amended
(1) by striking out paragraph d;

(2) by replacing subparagraph i of paragraph f by the following
subparagraph:

“i. for the purposes of computing an amount under the third
paragraph of section 418.17 and subparagraph c of the first paragraph
of section 418.20, as that subparagraph would read but for the words
“to the higher of either 30 % of the excess amount referred to in the
second paragraph of the said section or” and if the words “or the
amount by which” read “to the amount by which”, to be income of the
transferee from the sources described in paragraph a or b, as the case
may be, of section 418.29 for its taxation year in which that taxation
year of the transferor ends, and”;

(3) by replacing that part of paragraph k preceding subparagraph
i by the following:
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“(h) where that time is after 15 January 1987 and at that time
the corporation was a member of a partnership that owned a Canadian
resource property or a foreign resource property at that time, for the
purposes of paragraph a, the corporation shall be deemed to have
owned immediately before that time that portion of the property
owned by the partnership at that time that is equal to its percentage
share of the aggregate of amounts that would be paid to all members
of the partnership if it were wound up at that time, and, for the
purposes of subparagraph iii of subparagraph a of the third paragraph
of section 418.16, subparagraph 2 of subparagraph i of subparagraph
a of the third paragraph of section 418.17, subparagraph iii of
subparagraph a of the third paragraph of section 418.18,
subparagraph 2 of subparagraph i of subparagraph a of the third
paragraph of section 418.19, subparagraph i of subparagraph c of the
first paragraph of section 418.20 and subparagraph 2 of subparagraph
i of subparagraph a of the third paragraph of section 418.21 of this
Act and of section 86 of the Act respecting the application of the
Taxation Act (1972, chapter 24), to the extent that section 86.4 of the
Regulation respecting the application of the Taxation Act (1972)
(R.R.Q., 1981, chapter I-4, r. 2) refers to clause B of subparagraph
i of paragraph d of subsection 25 of section 29 of the Income Tax
Application Rules, 1971 (Statutes of Canada), for a taxation year
ending after that time, the lesser of the following amounts is deemed
to be the income of the corporation for the year that may reasonably
be attributable to production from the property:”.

(2) Paragraphs 1 and 2 of subsection 1 apply to taxation years
ending after 17 February 1987.

(3) Paragraph 3 of subsection 1 applies

(@) in respect of dispositions occurring in taxation years
commencing after 16 December 1991, and

(b) in respect of dispositions made by a taxpayer in a taxation
year ending after 17 February 1987 and commencing before 17
December 1991, where the taxpayer and each corporation referred
to in paragraph b of subsection 18 of section 42 of the Act to amend
the Income Tax Act, the Canada Pension Plan, the Cultural Property
Export and Import Act, the Income Tax Conventions Interpretation
Act, the Tax Court of Canada Act, the Unemployment Insurance Act,
the Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
have made a valid election with the Minister of National Revenue
under the said subsection in respect of the disposition and have so
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notified the Minister of Revenue in writing, with supJEorting evidence
in which case, notwithstanding section 1810 of the Taxation Act and
for the sole purpose of giving effect to the election, such assessments
of tax, interest and penalties as are necessary shall be made by the
Minister of Revenue and the second and third paragraphs of section
1060.1 and section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

18 171. (1) Section 418.27 of the said Act is repealed.
repealed (2) This section applies to taxation years ending after 17

February 1987.

18 172. (1) Section 418.31 of the said Act is amended

A (1) by replacing that part preceding paragraph a by the
following:

Disposition “418.31 Whereinataxation year an original owner of Canadian

of Canadian pegource properties disposes of all or substantially all of his Canadian
property by resource properties to a particular corporation in circumstances in
oweer which section 418.16, 418.18, 418.19 or 418.21 of this Act or section
86 of the Act respecting the application of the Taxation Act (1972,
chapter 24) to the extent that section 86.4 of the Regulation respecting
the application of the Taxation Act (1972) (R.R.Q., 1981, chapter I-4,
r. 2) refers to subsection 25 of section 29 of the Income Tax Application

Rules, 1971 (Statutes of Canada) applies, the following rules apply:”;
(2) by replacing paragraph b by the following paragraph:

“(b) in determining the cumulative Canadian exploration
expense of the original owner at any time after the first time referred
to in the second paragraph of section 418.18, there shall be deducted
the amount thereof determined immediately after the disposition;”;

(3) by inserting, after paragraph b, the following paragraphs:

“(b.1) forthe put;f)oses of the second paragratph of section 418.18,
the cumulative Canadian exploration expense of the original owner
determined immediately after the disposition that was deductible
under section 400 or deducted under section 401 in computing the
o?ginal owner’s income for the year is deemed to be equal to the lesser
0

i. the amount deducted in respect of the disposition under
paragraph b, and

ii. the amount by which
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(1) the amount determined under paragraph a of section 418.31.1
in respect of the original owner for the year exceeds

(2) the aggregate of all amounts each of which is an amount
determined under this paragraph in respect of any disposition made
by the original owner in the year and before the disposition first
referred to in this paragraph;

“(b.2) for greater certainty, any amount, other than the amount
determined under paragraph b.1, that was deductible under section
400 or deducted under section 401 by the ori%inal owner for the year
or a subsequent taxation year is deemed, for the purposes of the
second paragraph of section 418.18, not to be in respect of the
cumulative Canadian exploration expense of the original owner
determined immediately after the disposition;”;

(4) by inserting, after paragraph c, the following paragraphs:

“(c.1) for the purposes of the second paragraph of section 418.19,
the cumulative Canadian development expense of the original owner
determined immediately after the disposition that was deducted
under section 413 or 414 in computing the original owner’s income for
the year is deemed to be equal to the lesser of

i. the amount deducted in respect of the disposition under
paragraph ¢, and

ii. the amount by which

(1) the amount determined under paragraph b of section 418.31.1
in respect of the original owner for the year exceeds

(2) the aggregate of all amounts each of which is an amount
determined under this paragraph in respect of any disposition made
by the original owner in the year and before the disposition first
referred to in this paragraph;

“(c.2) for greater certainty, any amount, other than the amount
determined under paragraph c.1, that was deducted under section 413
or 414 by the original owner for the year or a subsequent taxation year
is deemed, for the purposes of the second paragraph of section 418.19,
not to be in respect of the cumulative Canadian development expense
of the original owner determined immediately after the disposition;”;

(5) by inserting, after paragraph d, the following paragraphs:

“(d.1) for the purposes of the second paragraph of section 418.21,
the camulative Canadian oil and gas property expense of the original
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owner determined immediately after the disposition that was
deducted under section 418.7 in computing the original owner’s income
for the year is deemed to be equal to the lesser of

i. the amount deducted in respect of the disposition under
paragraph d, and

ii. the amount by which

(1) the amount determined under paragraph c of section 418.31.1
in respect of the original owner for the year exceeds

(2) the aggregate of all amounts each of which is an amount
determined unggr this paragraph in respect of any disposition made
by the original owner in the year and before the disposition first
referred to in this paragraph;

“(d.2) for greater certainty, any amount, other than the amount
determined under paragraph d.1, that was deducted under section
418.7 by the original owner for the year or a subsequent taxation year
is deemed, for the purposes of the second paragraph of section 418.21,
not to be in respect of the cumulative Canadian oil and gas property
expense of the original owner determined immediately after the
disposition;”.

(2) This section applies

(@) in respect of dispositions occurring in taxation years
commencing after 16 December 1991, and

(b) in respect of dispositions made by a taxpayer in a taxation
Y)ear ending after 17 February 1987 and commencing before 17
ecember 1991, where the taxpayer and each corporation referred
to in paragraph b of subsection 18 of section 42 of the Act to amend
the Income Tax Act, the Canada Pension Plan, the Cultural Property
Export and Import Act, the Income Tax Conventions Interpretation
Act, the Tax Court of Canada Act, the Unemployment Insurance Act,
the Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
have made a valid election with the Minister of National Revenue
under the said subsection in respect of the disposition and have so
notified the Minister of Revenue in writing, with supporting evidence,
in which case, notwithstanding section 1010 of the Taxation Act and
for the sole purpose of giving effect to the election, such assessments
of tax, interest and penalties as are necessary shall be made by the
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Minister of Revenue and the second and third paragraphs of section
1060.1 and section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

e I3, 173. (1) The said Act is amended by inserting, after section
5. 418311, 418.31, the following section:

Applicable “418.31.1 Where in a taxation year an original owner of

rules Canadian resource properties disposes of all or substantially all of his
Canadian resource properties in circumstances in which section
418.18, 418.19 or 418.21 applies, the following rules apply:

(@) the amount determined in respect of the original owner for
the year for the purposes of paragraph b.1 of section 398 and
subparagraph 1 of subparagraph ii of paragraph b.1 of section 418.31
is equal to the lesser of

v 1h the aggregate of all amounts each of which is the amount by
whic

(1) the amount deducted under paragraph b of section 418.31 in
respect of a disposition in the year by the original owner, exceeds

(2) the amount designated by the original owner in prescribed
form filed with the Minister within six months after the end of the year
in respect of an amount determined under subparagraph 1, and

ii. the aggregate of

(1) the amount deducted by the original owner for the year under
section 400 or 401, and

_ (2) the amount that would be determined in respect of the
original owner for the year under paragraph d of section 330 if the
aggregate last referred to therein were not taken into account;

(b) the amount determined in respect of the original owner for
the year for the purposes of paragraph a.l of section 411 and
subparagraph 1 of subparagraph ii of paragraph c.1 of section 418.31
is equal to the lesser of

b 1h the aggregate of all amounts each of which is the amount by
whic

(1) the amount deducted under paragraph c of section 418.31 in
respect of a disposition in the year by the original owner, exceeds
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(2) the amount designated by the original owner in prescribed
form filed with the Minister within six months after the end of the year
in respect of an amount determined under subparagraph 1, and

1. the aggregate of

(1) the amount deducted by the original owner for the year under
section 413 or 414, and

(2) the amount that would be determined in respect of the
original owner for the year under paragraph e of section 330 if the
aggregate last referred to therein were not taken into account;

(c) the amount determined in respect of the original owner for
the year for the purposes of paragraph a.l of section 418.5 and
subparagraph 1 of subparagraph ii of paragraph d.1 of section 418.31
is equal to the lesser of

" 1h the aggregate of all amounts each of which is the amount by
whic

(1) the amount deducted under paragraph d of section 418.31 in
respect of a disposition in the year by the original owner, exceeds

(2) the amount designated by the original owner in prescribed
form filed with the Minister within six months after the end of the year
in respect of an amount determined under subparagraph 1, and

ii. the aggregate of

(1) the amount deducted by the original owner for the year under
section 418.7, and

(2) the amount that would be determined in respect of the
original owner for the year under section 418.12 if the aggregate last
referred to therein were not taken into account.”

(2) This section applies

(a) in respect of dispositions occurring in taxation years
commencing after 16 December 1991, and

(b) in respect of dispositions made by a taxpayer in a taxation
%ear ending after 17 February 1987 and commencing before 17
ecember 1991, where the taxpayer and each corporation referred
to in paragraph b of subsection 18 of section 42 of the Act to amend
the Income Tax Act, the Canada Pension Plan, the Cultural Property
Export and Import Act, the Income Tax Conventions Interpretation

374



1993 Taxation Act CHAP 16

Act, the Tax Court of Canada Act, the Unemployment Insurance Act,
the Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chaﬁter 49),
have made a valid election with the Minister of National Revenue
under the said subsection in respect of the disposition and have so
notified the Minister of Revenue in writing, with supgorting evidence,
in which case, notwithstanding section 1010 of the Taxation Act and
for the sole purpose of giving effect to the election, such assessments
of tax, interest and penalties as are necessary shall be made by the
Minister of Revenue and the second and third paragraphs of section
1060.1 and section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

(3) Where, in respect of a disposition of property made by a
taxpayer, an election is made in accordance with paragraph b of
subsection 3 of sections 168, 169 and 170, paragraph b of subsection
2 of section 172 or paragraph b of subsection 2 of this section, a
designation under subparaﬁraph 2 of subparagraph i of paragraph a,
b or ¢ of section 418.31.1 of the Taxation Act, enacted by subsection
1, in respect of the disEosition, is deemed to have been filed within
the time prescribed in the said subparagraph 2 if the taxpayer notifies
the Minister of Revenue in writing, with suI;\)Iportin evidence, that
he has filed a designation with the Minister of National Revenue under
clause B of subparagraph i of paragraph a, b or ¢ of subsection 12.1
of section 66.7 of the Income Tax Act (Statutes of Canada), in
accordance with paragraph d of subsection 18 of section 42 of the Act
to amend the Income Tax Act, the Canada Pension Plan, the Cultural
Property Export and Import Act, the Income Tax Conventions
Interpretation Act, the Tax Court of Canada Act, the Unemployment
Insurance Act, the Canada-Newfoundland Atlantic Accord
Implementation Act, the Canada-Nova Scotia Offshore Petroleum
Resources Accord Implementation Act and certain related Acts (S.C.,
1991, chapter 49).

¢ 13, 174. (1) Section 418.33 of the said Act is replaced by the
s hies following section:

presumption ~ “418.33 Where, in a taxation year, a predecessor owner of
upon dispo- Canadian resource properties disposes of all or substantially all of its
canadizn  Canadian resource properties to a corporation in circumstances in
property by Which section 418.16, 418.18, 418.19 or 418.21 of this Act or section
predecessor 86 of the Act respecting the aﬁplication of the Taxation Act (1972,
chapter 24), to the extent that section 86.4 of the Regulation
respecting the application of the Taxation Act (1972) (R.R.Q., 1981,
chapter I-4, r. 2) refers to subsection 25 of section 29 of the Income
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Exceptions

Tax Application Rules, 1971 (Statutes of Canada) applies, for the
purposes of applying any of those sections to the predecessor owner
In respect of its acquisition of any of those properties, it is deemed,
after the disposition, never to have acquired the properties except for
the purposes of determining an amount deductible under section
418.16 or 418.18 for the year and, where the predecessor owner and
the corporation dealt with each other at arm’s length at the time of
the disposition or the disposition was by way of an amalgamation or
merger, determining an amount deductible under section 418.19 or
418.21 for the year.”

(2) This section apﬁlies in respect of dispositions occurring in
taxation years ending after 17 February 1987.

175. (1) Section 421.2 of the said Act is amended

(1) by replacing that part preceding paragraph a by the
following :

“421.2 Section 421.1 does not apply to an amount paid or
payable by a person in respect of the consumption of food or beverages
or in respect of entertainment enjoyed by a person, where the
amount”;

(2) by replacing paragraphs d and ¢ by the following paragraphs:

“(d) is anamount required to be included in computing the income
of an employee of the person or would be so required but for
subparagraph ii of paragraph a of section 42; or

“(e) is incurred by the person for food, beverages or
entertainment generally available to all individuals employed by the
person at a particular place of business of the person and consumed
or enjoyed by such individuals.”

)] Paragrgt?ph 1 of subsection 1 a Flies in respect of amounts
incurred after 17 June 1987 in respect of food or beverages consumed
or entertainment enjoyed by a person after 31 December 1987.

(8) Paragraph 2 of subsection 1, where it replaces paragraph d
of section 421.2 of the Taxation Act, applies from the taxation year
1989 and, where it replaces paragraph ¢ of the said section, applies
to taxation years ending after 13 July 1990.

176. (1) Section 421.5 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:
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Interest on “421.5 For the purposes of this Part, any interest paid or
e a Payable for a period by a person on a loan used to purchase a passenger
passenger Vehicle or on an amount paid or payable for such purchase is deemed,
Y€ in computing the income of the person for a taxation year, to be the

lesser of the amount paid or payable and the amount equal to that

determined by the formula

A x B.”;
30

(2) by replacing subparagraph b of the second paragraph by the
following subparagraph:

~ “(b) Bisthe number of days in the period in respect of which the
interest is paid or payable, as the case may be.”

(2) This section applies to taxation years or fiscal periods
commencing after 17 June 1987 and ending after 31 December 1987.

177. (1) Section 421.6 of the said Act is amended

&
S

m.

(1) by replacing that part preceding subparagraph a of the first
paragraph by the following:

Limitation “421.6 Notwithstanding any other provision of this Part,
hacise., Where in a taxation year all or part of the lease charges in respect of
respect of a g passenger vehicle are paid or payable, directly or indirectly, by a
Femae. taxpayer and an amount may be deducted in respect of such charges
in computing the taxpayer’s income for the year, for the purposes of
determining the amount that may be so deducted, the aggregate of
such charges are deemed not to exceed the lesser of the amounts

determined by the following formulas:”;

(2) by replacing subparagraphs b and c of the second paragraph
by the following subparagraphs:

“(b) B is the number of days in the period commencing at the
beginning of the term of the lease of the vehicle and ending at the
earlier of the end of the year and the end of the lease;

“c) Cisthe aggre%']ate of all amounts deducted in computin% the
taxpayer’s income for the preceding taxation years in respect of the
lease charges in respect of the vehicle;”;

(3) by replacing that part of subparagraph d of the second
paragraph preceding subparagraph i by the following:
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“(d) Disthe amount of interest that would be earned on that part
of the total of all refundable amounts in respect of the lease that
exceeds $1 000 if interest were”;

@ b replacing subpara%raphs e and f of the second paragraph
by the following subparagraphs:

“le) E is the aggregate of all reimbursements that became
rﬁcelivable before the end of the year by the taxpayer in respect of
the lease;

“f) F is the aggregate of the lease charges in respect of the lease
incurred in respect of the year or the aggregate of the lease charges
in respect of the lease paid in the year, depending on the method
regularly followed by the taxpayer in computing his income;”;

(5) by replacing subparagraph ii of subparagraph & of the second
paragraph by the following subparagraph:

“ii. the manufacturer’s suggested retail price for the vehicle;”;

(6) by replacing that part of subpara%’raph 1 of the second
paragraph preceding subparagraph i by the following:

“(#) 1isthe amount of interest that would be earned on that part
of the total of all refundable amounts in respect of the lease that
exceeds $1 000 if interest were”;

(7) by replacing subparagraph j of the second paragraph by the
following subparagraph:

“) J is the aggregate of all reimbursements that became
receivable during the year by the taxpayer in respect of the lease.”

(2) This section applies to taxation years or fiscal periods
commencing after 17 June 1987 and ending after 31 December 1987.
However, in respect of amounts paid or payable as a reimbursement
in respect of a lease expense, this section applies to taxation years
ending after 13 July 1990.

(3) Notwithstanding subsection 2, subparagraphs b, ¢ and e of the
second paragraph of section 421.6 of the Taxation Act, enacted by
paragraphs 2 and 4 of subsection 1, shall, in respect of a vehicle leased
pursuant to a lease entered into, extended or renewed after 17 June
1987 and in respect of which an amount was deducted under section
64.1, 133.1 or 133.2 of the said Act for a fiscal period or a taxation year
ending after 17 June 1987 and before 1 January 1988, read as follows:
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“(b) Bisthe number of days after the end of the last fiscal period
or taxation year ending before 1 January 1988, and in the period
commencing at the beginning of the term of the lease of the vehicle
and }?niiing at the earlier of the end of the year and the end of the term
of the lease;

“(c) Cisthe a%gregate of all amounts deducted in computinF the
taxpayer’s income for preceding taxation years in respect of the lease
charges in respect of the vehicle, other than amounts so deducted for
fiscal periods or taxation years ending before 1 January 1988;

“le) E is the aggregate of all reimbursements that became
receivable by the taxpayer in respect of the lease before the end of
the year and after the end of the last fiscal period or taxation year
ending before 1 January 1988;”.

(4) Notwithstanding subsection 2, where subparagraph ii of
subparagraph k of the second paragraph of section 421.6 of the
Taxation Act, enacted by paragraph 5 of subsection 1, as)plies in
§elslpect of leases entered into before 1 January 1991, it shall read as
ollows:

“ii. the aggregate of the manufacturer’s suggested retail price
for the vehicle and the provincial sales tax, if any, that would have
been payable by a purchaser of the vehicle if it had been purchased
at the manufacturer’s suggested retail price for the vehicle at the time
the first lease of the vehicle was entered into and in the province under
tﬂe laws of which the vehicle was registered for the greatest part of
the year;”.

178. (1) The said Act is amended by inserting, after section
421.7, the following:

“DIVISION III

“ILLEGAL PAYMENTS

“421.8 In computing income, no amount may be deducted in
respect of an outlay made or expense incurred for the purpose of doing
anything that is an offence or an indictable offence under any of
sections 119 to 121, 123 to 125, 393 and 426 of the Criminal Code
(Statutes of Canada) or an offence or indictable offence under section
465 of that Act as it relates to an offence or indictable offence described
in any of those sections.

Notwithstanding section 1010, the Minister may make such
assessments, reassessments and additional assessments of tax,
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interest and penalties and such determinations and redeterminations
as are necessary to give effect to the first paragraph for any taxation
year.”

(2) This section applies in respect of outlays made or expenses
incurred after 13 July 1990.

¢ 13, 179. (1) Section 423 of the said Act is amended by replacing the
s- 423, am. gecond paragraph by the following paragraph:

Reasonable “Similarly, if he neither receives nor agrees to receive an amount

amount  aqual to or greater than such reasonable amount therefor from such
a person, he shall compute his income under this Part as if he received
or agreed to receive the reasonable amount therefor.”

(2) This section applies in respect of transactions or events
occurring after 13 July 1990.

e 13, 180. (1) Section 424 of the said Act is amended by adding, after
s 424, am. gybsection 3, the following subsection:

Inapplicable “(4) Section 239 does not apply in computing the loss of the

provisions - ghareholder referred to in subsection 2 from the disposition of a share
of the capital stock of the corporation referred to in the said subsection
to the corporation on the winding-up.”

(2) This section applies in respect of dispositions of shares
occurring after 31 December 1985.

¢ I3, 181. Sections 430 and 431 of the said Act are replaced by the

s. 430, 431, 3 3 .
replaced - following sections:

Rights or “430. Where, before the time allowed under the second
Dyeq Paragraph of section 429 has expired, a right or property referred to
to a benefi- 1n the said section, except any compensation or amount referred to
Savtan in subparagraph ii, iii or iv of paragraph f of section 93, has been
transferred or assigned to a person who is a beneficiary of the estate,
the said section 429 does not apply in respect of such right or property
and the person shall include in computing his income the amount
received by him upon the realization or disposition of such right or

property for the year in which such amount is received.

Cost of a “431. The cost to a person who is a beneficiary of the estate of
ey aright or property referred to in section 430 is deemed to be such part
referred to of the cost thereof to the individual who has died as was not deducted
' in computing his income for any taxation year, plus the expenditures
made or incurred by the person to acquire it, and section 422 does not

apply in computing the cost of that property to the person.”
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els 182. (1) Section 437 of the said Act is amended
(1) by replacing that part preceding paragraph b by the
following:
Acquisition “437. Notwithstanding section 188, where at any time an

) geath ol individual has died and any person has, as a consequence of the
apital prop-individual’s death, acquired an intangible capital property of the
oy individual in respect of a business carried on by the individual
immediately before that time, otherwise than by way of a distribution
of property by a trust that has deducted an amount under paragraph
b of section 130 in respect of the property or in circumstances to which

section 189 applies, the following rules apply:

(a) the individual is deemed to have disposed of the capital
property immediately before his death for proceeds of disposition
equal to 4/3 of that proportion of the eligible intangible capital amount
of the individual in respect of the business that the fair market value
immediately before that time of the capital property is of the fair
market value immediately before that time of all of the intangible
capital property of the individual in respect of the business;”;

(2) by replacing subparagraph ii of paragraph b by the following
subparagraph:

“ii, 4/3 of that proportion of the excess determined under
subparagraph i of paragraph b of section 107 in respect of the business
of the individual at that time that the fair market value immediately
before that time of the capital property is of the fair market value
immediately before that time of all intangible capital property of the
individual in respect of the business;”.

(2) This section applies in respect of acquisitions occurring as a
consequence of the death of an individual after the commencement of
the first fiscal period of the individual’s business commencing after
31 December 1987. However, where that part of section 437 of the
Taxation Act that precedes paragraph a, enacted by this section,
applies in respect of acquisitions occurring before 13 July 1990, it shall
read without reference to the words “otherwise than by way of a
distribution of property by a trust that has deducted an amount under
paragraph b of section 130 in respect of the property or in
circumstances to which section 189 applies,”.

I3 183. (1) Section 440 of the said Act is amended
(1) by replacing that part of paragraph a preceding subparagraph
i by the following:
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“(a) subject to paragraph a.1, the individual is deemed to have
disposed of such property immediately before his death and the spouse
or the trust is deemed to have acquired it for proceeds or at a cost,
as the case may be, equal to”;

(2) by striking out the word “and” at the end of paragraph a;
(3) by inserting, after paragraph a, the following paragraph:

“(a.1) where the property is an interest in a partnership, other
than an interest to which section 636 applies,

i. the individual is deemed, except for the purposes of section
632, not to have disposed of the property as a consequence of his death,

ii. the spouse or the trust is deemed to have acquired the
property for an amount equal to the cost thereof to the individual, and

iii. each amount added or deducted under section 255 or 257, as
the case may be, in computing the adjusted cost base to the individual
of the property is deemed to be required by that section 255 or 257
to be added or deducted in computing the adjusted cost base to the
spouse or the trust of the property; and”.

(2) This section applies in respect of transfers, distributions or
acquisitions occurring after 15 January 1987.

184. (1) Section 444 of the said Act is amended

(1) by replacing that part of subiaragraph a of the first
paragraph preceding subparagraph i by the following:

“(a) subject to subparagraph a.l, the individual is deemed to
have disposed of such property immediately before his death and the
child is deemed to have acquired it for proceeds or at a cost, as the
case may be, equal to”;

(2) by striking out the word “and” at the end of subparagraph
a of the first paragraph;

(3) by inserting, after subparagraph a of the first paragraph, the
following subparagraph:

“(@.1) where the property is an interest in a family farm
partnership, other than an interest to which section 636 applies,

i. theindividual is deemed, except for the purpose of section 632,
not to have disposed of the property as a consequence of his death,
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ii. the child is deemed to have acquired the property for an
amount equal to the cost thereof to the individual, and

ili. each amount added or deducted under section 255 or 257, as
the case may be, in computing the adjusted cost base to the individual
of the property is deemed to be required by that section 255 or 257
to be added or deducted in computing the adjusted cost base to the
child of the property; and”;

(4) by replacing subparagraph a of the second paragraph by the
following subparagraph:

“(a) the first paragraph applies as if subparagraphs a and a.1
thereof did not exist and as if the references to the said subparagraph
a made in sub}}))aragraph b of the said paragraph were references to
subparagraph b of this paragraph; and”.

(2) This section applies in respect of transfers, distributions or
acquisitions occurring after 15 January 1987.

185. (1) Section 450 of the said Act is amended

(1) by replacing that part of subparagraph b of the first
paragraph preceding subparagraph i by the following:

“(b) subject to subparagraph b.1, the trust is deemed to have
disposed of the property immediately before the death of such spouse
and the child is deemed to have acquired the property for proceeds
or at a cost, as the case may be, equal to,”;

(2) by striking out the word “and” at the end of subparagraph
b of the first paragraph;

(8) by inserting, after subparagraph b of the first paragraph, the
following subparagraph:

“(b.1) where the property is an interest in a familfr farm
partnership, other than an interest to which section 636 applies,

i. the trust is deemed, except for the purposes of section 632, not
to have disposed of the property as a consequence of the death of the
spouse,

ii. the child is deemed to have acquired the property for an
amount equal to the cost thereof to the trust, and

ili. each amount added or deducted under section 255 or 257, as
the case may be, in computing the adjusted cost base to the trust of

383



CHAP 16 Taxation Act 1993

the property is deemed to be required by that section 255 or 257 to
be added or deducted in computing the adjusted cost base to the child
of the property; and”;

(4) by replacing the second paragraph by the following
paragraph:

Election by “Notwithstanding the foregoing, if the trust contemplated in the

thetrust ~ firgt paragraph has so elected in its fiscal return under this Part for
its taxation year in which the spouse died, the first paragraph applies
as if subparagraphs b and b.1 thereof did not exist and as if the
references to the said subparagraph b made in subparagraph c of the
said paragrag)h were references to this paragraph and, in that case,
the trust is deemed to have disposed, immediately before the death
of the spouse, of the pro};l)erty contemplated in the first paragraph and
the child is deemed to have acquired it for proceeds or at a cost, as
the case may be, equal to the amount the trust has elected in respect
of the property in accordance with section 450.5.”

(2) This section applies in respect of transfers, distributions or
acquisitions occurring after 15 January 1987.

o I3, 186. (1) Section 450.9 of the said Act is replaced by the
Sae  following section:
Property “450.9 For the purposes of section 105, paragraph b of section

deemed to - 13() ' sections 444 and 459, subparagraph iv of subparagraph a of the

have been

used in the first paragraph of section 726.6 and the third paragraph of section

faming . 126.6, where at any time any property of an individual that is land,
depreciable property of a prescribed class or intangible capital
property, was used by a corporation a share of the capital stock of
which is a share of the capital stock of a family farm corporation of
the individual, his spouse or any of his children, or by a partnership
an interest in which is an interest in a family farm partnership of the
individual, his spouse or any of his children in the course of carrying
on the business of farming in Canada, the property is deemed to have

been used at that time by the individual in the business of farming.”

(2) This section applies from the taxation year 1986.

¢ 13, 187. (1) Section 452 of the said Act is replaced by the following
replaced  S€cCtiON:

Computation  “4832. Subject to section 453, in computing the income of a

o neome .« taxpayer for the taxation year in which he died, sections 153, 208, 357
of death
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and 358 and subparagraph b of the first paragraph of section 234 do
not apply and that part of paragraph a of section 279 preceding
subparagraph i shall read as follows:

“(a) the gain for a particular taxation ffear from the disposition
of his former property is deemed to be equal to either of the following

LA

amounts, as the case may be:”.

(2) This section applies from the taxation year 1990.

188. (1) Section 453 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) sections 153, 208, 357 and 358 apply in computing the
taxpayer’s income for the taxation year of his death, subparagraph
b of the first paragraph of section 234 applies in computing his gain
for that year and section 452 does not apply for the purpose of
computing his gain referred to in paragraph a of section 279 for that
year, and the beneficiary must include in computing his income or
gain, as the case may be, for his first taxation year ending after the

eath the amounts deducted in respect of the taxpayer under sections
153 and 208, subparagraph b of the first paragraph of section 234,
paragraph a of section 279 or sections 357 and 358;”;

(2) by replacing paragraph c by the following paragraph:

“(c) notwithstanding paragraphs a and b, where the taxpayer
had disposed of property, the bene%ciary is deemed, for the purposes
of computing any amount he may claim as an allowance or reserve
under section 153, subparagraph b of the first paragraph of section
234, paragraph a of section 279 or sections 357 and 358, in respect of
the disposition of the property, in computing his income for a taxation
1}':ear ending after the death of the taxpayer, to be the taxpayer who

ad disposed of the property and to have disposed of it at the time
it was disposed of by the taxpayer.”

(2) This section applies from the taxation year 1990.
189. (1) Section 454 of the said Act is amended by replacing

- subparagraph d of the second paragraph by the following

subparagraph:

“(d) an individual of the opposite sex to that of the taxpayer, if
that transfer is pursuant to an order for the support or maintenance
of the individual, made by a competent tribunal in accordance with
the laws of a province, where the individual and the taxpayer
cohabited in a conjugal relationship before the date of the order.”
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(2) This section applies in respect of transfers occurring after 13

July 1990.
¢. 13, 190. (1) Section 462.6 of the said Act is replaced by the
53628  following section:

Gain or loss “462.6 Where an individual is deemed under section 457, 458

deemed to 462.5, 463 or 467 to have a taxable capital gain or allowable capital

disposition loss for a taxation year, such portion of the gain or loss as may

ofProperty peasonably be considered to relate to the disposition of a property by
another person in the year is deemed, for the purposes of section 28
and 727 to 737 as they apply for the purposes of Title V1.5 of Book
IV, to arise from the disposition of that property by the individual in
the year, and that property is deemed, for the purposes of this title,
to have been disposed of by the individual in tﬁe year.”

(2) This section applies from the taxation year 1987.

¢ I3, 191. (1) Section 462.12 of the said Act is amended by replacing
s 46212 paragraph ¢ by the following paragraph:

am.

“(c) the personisa des}gnated person in respect of the individual
and would have been a specified shareholder of the corporation, within
the meaning of section 21.17 if the reference therein to “any other
cor‘poration that is related to the corporation” were read as a reference
to “any other corporation, other than a small business corporation,
that is related to the corporation” and if section 21.18 were read
without reference to paragraphs a and d thereof.”

(2) This section applies from the taxation year 1987 in respect of
transfers or loans made after 27 October 1986.

. 13, 192. (1) Section 462.16 of the said Act is replaced by the

. 462.16, : . |
rephced.  fOllowing section:

Spouses “462.16 Section 462.1 does not apply with respect to any

living apart jneome or loss from property that relates to the period throughout
which the persons referred to therein are living separate and apart
from each other by reason of a breakdown of their marriage, and
sections 462.5 and 462.6 do not apply with respect to a disposition of
property occurring at any time while the persons referred to therein
are living separate and apart from each other by reason of a
breakdown of their marriage if the individual files with his fiscal
return under section 1000 for the taxation year that includes that time
or for any preceding taxation year an election to that effect completed
jointly with his spouse.”
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(2) This section azf){)lies in respect of transfers of property made
after 22 May 1985 and loans outstanding after 21 May 1985.

¢ 13, 193. (1) Section 463 of the said Act is amended by replacing
s. 463, am. that part preceding paragraph a by the following:

Gain or loss “463. Where section 459 applies in respect of the transfer of
deemed that hroperty by a taxpayer to one of his children for an amount less than
feror the fair market value of the property immediately before the transfer
and where, in a taxation year during which he has not reached 18 years
of age, the transferee disposes of the property, the following rules
apply during the lifetime of the transferor while he is resident in

anada:”.

(2) This section applies in respect of property transferred after
31 December 1989.

e 13, 194. (1) Section 482 of the said Act is amended by replacing the
s 482 am. first paragraph by the following paragraph:

Unpaid  “482. Where an amount in respect of a taxpayer’s expense that
remurera- js a pension benefit, a retiring allowance, salary, wages or other
other remuneration in respect of an office or employment is unpaid on the

amount®  day that is 180 days after the end of the taxation year in which the
expense was incurred, for the purposes of this Part other than this
section, the amount is deemed not to have been incurred as an expense
in the year and is deemed to be incurred as an expense in the taxation
year in which the amount is paid.”

(2) This section applies in respect of expenses incurred after 31
July 1990.

c. I3, 195. (1) Section 484 of the said Act is amended by replacing
s. 484, am. paragraph ¢ by the following paragraph:

“(c) in computing the income of the creditor for the year, the
amount which he claimed as a reserve under subparagraph b of the
first paragraph of section 234 or paragraph a of section 279 and the
amount deducted under section 153 in respect of such property for the
preceding taxation year are deemed to be nil;”.

(2) This section applies in respect of property acquired or
reacquired after 12 July 1990. It also applies to property in respect
of which a creditor has claimed an amount as a reserve under

aragraph a of section 279 of the Taxation Act and that was reacquired
gy the creditor after 31 December 1985 and before 13 July 1990, where
the creditor notifies the Minister of Revenue in writing, with
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sup%)rting evidence, that the creditor has made a valid election with
the Minister of National Revenue under subsection 2 of section 57 of
the Act to amend the Income Tax Act, the Canada Pension Plan, the
Cultural Property Export and Import Act, the Income Tax
Conventions Interpretation Act, the Tax Court of Canada Act, the
Unemployment Insurance Act, the Canada-Newfoundland Atlantic
Accord Implementation Act, the Canada-Nova Scotia Offshore
Petroleum Resources Accord Implementation Act and certain related
Acts (S.C., 1991, chapter 49), concerning the application of
subparagraph i of paragraph e of section 79 of the Income Tax Act
(Statutes of Canada) in respect of the property, in which case,
notwithstanding section 1010 of the Taxation Act and for the sole
purpose of giving effect to the election, such assessments of tax,
interest and penalties as are necessary shall be made by the Minister
of Revenue and the second and third paragraphs of section 1060.1 and
section 1066.2 of the said Act sﬁall apply thereto, with such
modifications as the circumstances require.

¢ 13, 196. (1) Section 485.3 of the said Act is replaced by the
vy following section:
Interest in “485.3 For the purposes of sections 485 and 485.2, an amount

respect ofof interest in respect of an obligation of a taxpayer shall be deemed
tion to be an obligation that was issued by the taxpayer for an amount,
and has a principal amount, equal to the portion of the amount of such
interest that was deductible, or would, but for sections 135.4, 164 and
180 to 182, have been deductible, in computing the taxpayer’s income

for a taxation year under this Part.”

(2) This section applies in respect of interest in respect of
obligations settled or extinguished after 9 May 1985. However, where
section 485.3 of the Taxation Act, enacted by this section, applies in
respect of interest accruing before 14 July 1990, the reference therein
to “the portion of the amount of such interest that was deductible”
shall read as a reference to “the portion of the amount of such interest
that was deducted”.

c. 13, 197. (1) Sections 487.0.3 and 487.0.4 of the said Act are

aros® replaced by the following sections:

replaced

Inclusion of “487.0.3 The amount deducted under section 487.0.2 in
the amount computing the income of a taxpayer for a particular taxation year from
under g farming business carried on in a drought region, within the meaning
48102 of the regulations made under this section, may, to the extent that

the taxpayer so elects, be included in computing the taxpayer’s income

from the business for a taxation year ending after the particular
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taxation year, and is deemed, except to the extent that the amount
has been included under this section in computing the taxpayer’s
income from the business for a preceding taxation year after the
particular year, to be income of the taxpayer from the business for
the taxation year that is the earliest of

(a) the taxpayer’s first taxation year commencing after the end
of the period or series of continuous periods, as the case may be, for
which the region was a drought region,

(b) the taxpayer’s first taxation year, following the particular
taxation year, at the end of which the taxpayer was not resident in
Canada and not carrying on business through a fixed place of business
in Canada, and

(c) the taxpayer’s taxation year in which the taxpayer died.

Restrictions “487.0.4 Section 487.0.2 and the first paragraph of section 487
do not apply to a taxpayer, in respect of a farming business, for a
taxation year in which the taxpayer died or where at the end of the
year the taxpayer is not resident in Canada and not carrying on
business through a fixed place of business in Canada.”

(2) This section a glies to taxation years or fiscal periods ending
after 31 December 1937.

c. I3, 198. (1) Section 487.5.3 of the said Act is replaced by the

. 487.5.3, . e
repiaced * T0llowing section:

“home “487.5.3 For the purﬁ)oses of sections 487.1 to 487.6, the
urchase — expression “home purchase loan” means that portion of any debt

contracted by an individual in the circumstances described in sections
487.1 and 487.2 that is used to acquire, or to repay a debt that had
been contracted to acquire, a dwelling or a share of the capital stock
of a cooperative housing corporation acquired for the sole purpose of
acquiring the right to inhabit a dwelling owned by the corporation,
where the dwe%ling is for the habitation of any of the persons
contemplated in section 487.5.4, or that is used to repay a home
purchase loan.”

(2) This section has effect from 1 May 1987.
199. (1) Section 489 of the said Act is amended

c. I-3,
s. 489, am

(1) by inserting, before paragraph d, the following paragraph:
social assis- “(c.1) anamount, other than a prescribed amount, ordinarily paid

tance . to an individual, other than a trust, as a social assistance payment

payment
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based on a means, needs or income test under a program provided for
by a law of Canada or of a province, to the extent that it is received
directly or indirectly by the individual for the benefit of another
individual other than a person who is cohabiting in a conjugal
relationship with the individual or who is related to the individual or
to such a person, if

i. no family allowance under the Family Allowance Act (Statutes
of Canada) or any similar allowance under a law of a province is
payable in respect of the other individual for the period in respect of
which the social assistance payment is made, an(;)

ii. throughout the period referred to in subpara%raph i, the other
individual resides in the individual’s principal place of residence or the
individual's principal place of residence is maintained for use as the
residence of that other individual;”;

(2) by inserting, after paragraph f, the following paragraph:

foreign “(f.1) an amount that is credited or added to a deposit or account
et governed by a foreign retirement arrangement as interest or other
ment mcome in respect of the deposit or account, where the amount would,

but for this paragraph, be included in computing the taxpayer’s

income by reason only of such crediting or adding;”.

(2) Paragraph 1 of subsection 1 applies from the taxation year
1982. Furthermore, notwithstanding section 1010 of the Taxation Act
and for the sole purpose of giving effect to paragraph 1 of subsection
1, if within a reasonable time the taxpayer files a written request to
do so with the Minister of Revenue, such assessments of tax, amounts
deemed to be paid on account of tax and interest and penalties to be
paid by the individual for any taxation year subsequent to the taxation
year 1981 as are necessary shall be made by the Minister of Revenue
and the second and third paralgraghs of section 1060.1 and section
1066.2 of the said Act shall apply thereto, with such modifications as
the circumstances require.

990(3) Paragraph 2 of subsection 1 applies from the taxation year

e 13, 200. (1) Section 491 of the said Act is amended

s. 491, am.

(1) by replacing paragraph a by the following paragraph:

war pension “(a) a pension payment in the case of disability or death arising
padb  out of a war from a country that was an ally of Canada at that time,

country  if that country grants the same exemption for the year to persons
receiving a pension contemplated in paragraph e;”;
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(2) by replacing paragraph e by the following paragraph:

“(e) compensation received under the regulations made under
section 9 of the Aeronautics Act (Statutes of Canada), an amount
received under the “Gallantry Awards Order” made by the
Government of Canada, or a pension payment, an allowance or
compensation that is received under the following laws of Canada: the
Pension Act, the Civilian War Pensions and Allowances Act or the
War Veterans Allowance Act; or”.

988(2) Paragraph 1 of subsection 1 applies from the taxation year

986(3) Paragraph 2 of subsection 1 applies from the taxation year

201. (1) Section 504 of the said Act is amended
(1) by replacing subsection 1 by the following subsection:

“504. (1) A corporation resident in Canada which, at a
particular time after 31 December 1971, increases its paid-up capital
in respect of the shares of a given class of its capital stock, is deemed
to have then paid, on the issued shares of such class, a dividend equal
to the excess of the increase in the paid-up capital over the aggregate
of the amount of the increase in the value of the assets or the decrease
in the liabilities, as the case may be, contemplated in paragraph b of
subsection 2, of the amount of the reduction contemplated in
paragraph c¢ of subsection 2 and of the amount of the increase in the
paid-up capital that resulted from a conversion referred to in any of
paragraphs d to f of subsection 2.”;

(2) by replacing paragraphs ¢ and f of subsection 2 by the
following paragraphs:

“(e) a transaction by which a bank converts contributed surplus
resulting from the issuance of shares of its capital stock into paid-up
capital in respect of shares of its capital stock; or

“(f) atransaction by which a corporation, other than an insurance
corporation or a bank, converts into paid-up capital in respect of a class
of shares of its capital stock any of its contributed surplus resulting,
after 31 March 1977,

i. from the issuance of shares of that class or shares of another
class for which shares of that class were substituted, other than an
issuance to which any of sections 236.3, 301, 301.1, 419 and 419.0.1
or Chapters IIL.1 to VI of Title IX of Book III apply,
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ii. from the acquisition of property by the corporation from a
person who, at the time of the acquisition, held any of the issued shares
of that class or shares of another class for which shares of that class
were substituted, where the property is acquired for no consideration
or for consideration that does not include shares of the capital stock
of the corporation, or

ili. from the reduction by the corporation of the paid-up capital
in respect of that class of shares or in respect of shares of another class
for which shares of that class were substituted.”

(2) Paragraph 1 of subsection 1 has effect from 1 January 1986.

(3) Paragraph 2 of subsection 1, where it replaces f!}garagraph e
of subsection 2 of section 504 of the Taxation Act, has effect from 28
February 1992.

(4) Paragraph 2 of subsection 1, where it replaces paragraph f
of subsection 2 of section 504 of the Taxation Act, applies in respect
of transactions occurring after 13 July 1990. However,

(@) where paragraph 2 of subsection 1 strikes out the reference,
in paragraph f of subsection 2 of section 504 of the said Act, to section
191 of the said Act, it has effect from 28 February 1992;

(b) where paragraph f of subsection 2 of section 504 of the said
Act, enacted by paragraph 2 of subsection 1, applies before 28
February 1992, subparagraf)h iii of the English text of the said
paragraph f shall read as follows:

“fii. from the reduction by the corporation of the paid-up capital
inrespect of that class of shares or in respect of shares of another class
for which the shares of that class were substituted.”

¢ 13, 202. (1) The said Act is amended by inserting, after section

ol 504, the following section:

Reductinof ~ “304.1 For the 1purposes of paragraph f of subsection 2 of

Sotmted section 504, there shall be deducted in determining at any time the
contributed surplus of a corporation that results, after 31 March 1977,
from any event described in that paragraph the lesser of

(@) the amount by which the amount of a dividend paid by the
corporation at or before that time and after 31 March 1977 while being
a public corporation, exceeds its retained earnings immediately before
the payment of the dividend, and
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(b) the amount of the contributed surplus of the corporation
immediately before the payment of the dividend referred to in
paragraph a, that results, after 31 March 1977, from any event
described in paragraph f of subsection 2 of section 504.”

(2) This section applies in respect of the determination, after 13
July 1990, of the contributed surplus of a corporation.

c. I3, 203. (1) Section 517 of the said Act is replaced by the following
S Section:

Time when “317. A dividend that is deemed by this chapter or Chapter
dividend  TI].1 to have been paid at a particular time 1s deemed, for the purposes

payable  Of this Title, to have become payable at that time.”

(2) This section applies in respect of dividends paid after 31
December 1988.

¢ 13, 204. (1) Section 517.2 of the said Act is replaced by the
vomey  following section:

Dividend “517.2 For the purposes of this Part, a dividend equal to the

deemed paidgmount by which the aggregate determined under section 517.3
exceeds the aggregate determined under section 517.3.1 is deemed
to have been paid to the taxpayer by the purchaser corporation, and
received by the taxpayer from the purchaser corporation, at the time
of the disposition.”

(2) This section applies in respect of dispositions occurring after

22 May 1985.

¢ 13, 2035. (1) The said Act is amended by inserting, after section

S 517.4.3, the following sections:

added

Amount “817.4.4 For the purposes of paraﬁraph b of section 517.4.2,

deemed _where a taxpayer or an individual with whom the taxpayer does not

capital gain deal at arm’s length, in this section referred to as the “transferor”,

SEmPEA - disposes of a share in a taxation year and deducts an amount under
subparagraph b of the first paragraph of section 234 in computing the
gain for the year from the disposition, in this section referred to as
the “particular disposition”, the amount in respect of which an amount
was deducted under Title VI.5 of Book IV in respect of the transferor’s
gain from the particular disposition is deemed to be equal to the lesser

of
(a) the aggregate of
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i. the amount deducted by the transferor for the year under
subparagraph b of the first paragraph of section 234 in respect of the
particular disposition, and

ii. 4/3 of the amount deducted under Title VI.5 of Book IV in
computing the taxable income of the transferor for the year in respect
of the taxable capital gain from the particular disposition, and

(b) 4/3 of the maximum amount that could have been deducted
under Title V1.5 of Book IV in computing the taxable income of the
transferor for the year in respect of the taxable capital gain from the
particular disposition, if

i. no amount had been deducted by the transferor under
subparagraph b of the first paragraph of section 234 in computing the
gain for the year from the particular disposition, and

ii. all amounts deducted under Title VI.5 of Book IV in
computing the taxable income of the transferor for the year in resi)]ect
of the taxable capital gain from the disposition of property to which
this section does not apply, were deducted before determining the
maximum amount that could have been deducted under the said title
in respect of the taxable capital gain from the particular disposition.

Order in For the purposes of subparagraph ii of subparagraph b of the first
which e Paragraph, 3/4 of the aggregate of aﬁ amounts determined under this
deemed to - gection for the year in respect of other property disposed of before
deducted.  the particular disposition are deemed to have been deducted under
Title VI.5 of Book IV in computing the taxable income of the
transferor for the year in respect of taxable capital gains from the

disposition of property to which this section does not apply.

Disposition “317.4.8 For the purposes of section 517.4.4, where more than
ofmore  one share to which this section applies is disposed of in a taxation year,
share each such share is deemed to have been separately disposed of in the

order designated by the taxpayer in his fiscal return for the year under

this Part.’

(2) This section applies in respect of dispositions occurring after
13 July 1990.

¢ I3, 2086. (1) Section517.5.1 of the said Act is amended by replacing
s 21756 the first paragraph by the following paragraph:

Deemed “317.8.1 For the purpose of determining whether or not a

owner — taxpayer referred to in section 517.5 is a member, at any time, of a
group referred to therein, that taxpayer is deemed to be the owner
at that time of any share owned by any of the following persons:

394



1993

c. I-3,
s. 517.5.2,
added

Non-arm’s
length

c. I3,
s. 518.2,
added

Taxation Act CHAPF 16

(a) the taxpayer’s child, within the meaning of paraﬁTaph d of
section 451, who is under 18 years of age, or the taxpayer’s spouse;

(b) atrust of which the taxpayer, a person described in paragraph
a or a corporation described in paragraph c is a beneficiary;

(c) a corporation controlled by the taxpayer, by a person
described in paragraph a, by a trust described in paragraph b or by
any combination thereof.”

(2) This section applies in respect of dispositions occurring after
13 July 1990.

207. (1) The said Act is amended by inserting, after section
517.5.1, the following section:

“317.5.2 For the purposes of this chapter, a trust and a
beneficiary of the trust or a person related to a beneficiary of the trust
are deemed not to deal with each other at arm’s length.”

(2) This section applies in respect of dispositions occurring after
13 July 1990.

208. (1) Section 518.1 of the said Act is amended

(1) by replacing the period at the end of paragraph g by a
semicolon;

(2) by adding, after paragraph g, the following paragraph:

“(h) a capital property that is immovable property, an interest
therein or an option in respect thereof, owned by a person not resident
in Canada, other than an insurer not resident in Canada, and used in
the year in a business carried on by that person in Canada.”

(2) This section a%nplies in respect of dispositions occurring after
31 December 1989 or after 31 December 1984 where, in the latter case,
the taxpayer referred to in section 518 of the Taxation Act is resident
in a country with which Canada has entered into a tax treaty and a
provision of that treaty prescribed for the purposes of section 115.1
of the Income Tax Act (Statutes of Canada) was in effect at the time
the disposition occurred.

209. (1) The said Act is amended by inserting, after section
518.1, the following section:
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Application “518.2 Section 518 does not apply to the disposition by a
ofs. 518  taxpayer to a corporation of a property referred to in paragraph s of
section 518.1, unless

(a) immediately after the disposition, the corporation is
controlled by the taxpayer, by a person or persons related to him,
otherwise than by reason of a right referred to in paragraph b of
section 20, or by the taxpayer and a person or persons related to him;

(b) thedisposition is part of a transaction or series of transactions
in which all or substantially all of the property used in the business
referred to in paragraph h of section 518.1 is disposed of by the
taxpayer to the corporation; and

(c) the disposition is not part of a series of transactions that

resulted in control of the corporation being acquired by a person or

oup of persons after the time that is immediately after the
isposition.”

(2) This section applies in respect of dispositions occurring after
31 December 1989 or after 31 December 1984 where, in the latter case,
the taxpayer referred to in section 518 of the Taxation Act is resident
in a country with which Canada has entered into a tax treaty and a
provision of that treaty prescribed for the purposes of section 115.1
of the Income Tax Act (Statutes of Canada) was in effect at the time
the disposition occurred.

o L3 210. (1) Section 521.1 of the said Act is repealed.
répeal.e(i

(2) This section applies from the taxation year 1988.

¢ I3, 211. (1) The said Act is amended by inserting, after section
s024l. 524, the following section:

Inventory in “324.1 Subject to paragraphs b and ¢ of section 522 and
comnection notwithstanding paragraph ¢ of section 524, where the taxpayer
faming  referred to in section 518 carries on a farming business the income of
business  which is computed in accordance with the cash method and the
property disposed of as referred to in the said section 518 was
inventory owned by the taxpayer in connection with that business
immediately before the particular time when the property was

disposed of to the corporation referred to in the said section 518,

(@) the amount agreed on in the election under section 518 in
respect of inventory purchased by the taxpayer is deemed to be equal
to the amount determined by the formula

(A X B)
C
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(b) for the purposes of subpara%raph a of the second paragraph
of section 194, the disposition of the property and the receipt of
proceeds of disposition therefor are deemed to have occurred at the
particular time and in the course of carrying on the business; and

(c) for the purposes of section 194, where the property of which
the corporation has become the owner is in connection with a farming
business and the income from that business is computed in accordance
with the cash method,

i. the corporation is deemed to have paid, at the particular time
and in the course of carrying on that business, an amount equal to the
cost to the corporation of the property, and

ii. the corporation is deemed to have purchased the property at
the particular time and in the course of carrying on that business, for
an amount equal to that cost.

For the purposes of the formula set forth in subparagraph a of
the first paragraph,

(@) A is the amount that would be included, by reason of
subparagraph ¢ of the second paragraph of section 194, in computing
the taxpayer’s income for his last taxation year commencing before
the particular time referred to in the first paragraph if that taxation
year had ended immediately before the particular time;

(b) B is the value, determined in accordance with section 194.2,
to the taxpayer immediately before the particular time, of the
inventory purchased by him and in respect of which the election under
section 518 is made;

(¢) Cis the value, determined in accordance with section 194.2,
of all of the inventory purchased by the taxpayer that was owned by
him in connection with that business immediately before the particular
time;

(d) D is such additional amount as the taxpayer and the
corporation designate in respect of the property.”

(2) This section applies in respect of dispositions occurring after
13 July 1990.

212, (1) Section 526 of the said Act is replaced by the following
section:
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Fair market “526. Where the fair market value of a property of a taxpayer,

vale of - immediately before the time of the disposition thereof to which section

exceeding 518 applies, exceeds the greater of the fair market value, immediately

that ofthe after that time, of the consideration received by the taxpayer and the

ation amount otherwise agreed upon in the election made under the terms
of the said section in respect of the property, and it is reasonable to
re%ard any part of such excess as a benefit that the taxpayer desired
to have conferred on a person related to him, other than a corporation
that is a wholly-owned corporation of the taxpayer immediately after
the disposition, the amount agreed upon is deemed, except for the
purposes of paragraphs b and c of section 528, to be the amount
otherwise agreed upon plus that part of such excess.”

(2) This section applies in respect of dispositions occurring after
30 June 1988.

c. 13, 213. (1) The said Act is amended by inserting, after section

s.>26.1, 526, the following section:

“wholly- “526.1 For the purposes of section 526 and this section,

e ation” . Wholly-owned corporation” of a taxpayer means a corf'poration all the
issued and outstanding shares of the capital stock of which, except

directors’ qualifying shares, belong to
(a) the taxpayer,

(b) a corporation that is a wholly-owned corporation of the
taxpayer, or

(¢) any combination of persons described in paragraph a or b.”

(2) This section applies in respect of dispositions occurring after
30 June 1988.

¢ I3, 214. (1) Section 534 of the said Act is replaced by the following
s. 984, . section:
replaced .

Capitalloss  “334. This division applies where a taxpayer or a partnership
upon dispo- jncluded in the term “taxpayer” for the purposes of this section and
property to section 535, .dis]poses of capital property owned by the taxpager, other
corporation than depreciable property of a preseribed class, or of intangible capital
property in respect of a business of the taxpayer in respect of which
the taxpayer would, but for this division, have been entitled to a
deduction under ﬂaragraph a of section 188 in computing his income,
to a corporation that, immediately after the disposition, is controlled,
directly or indirectly in any manner whatever, by the taxpayer, by
his spouse or by a person or group of persons by whom the taxpayer

is so controlled.”
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(2) This section applies in respect of dispositions occurring after
13 July 1990.

213. (1) Section 535 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) the following amounts are deemed to be nil, notwithstanding
any other provision of this Part:

q 1. the capital loss from the disposition described in section 534,
an

ii. any amount deducted under paragraph a of section 188, in
respect of the business referred to in section 534, in computing the
taxpayer’s income for the taxation year in which the taxpayer ceased
to carry on the business;”;

(2) by replacing subparagraph i of paragraph b by the following
subparagraph:

“l. inthe case of capital property, the cost amount to the taxpayer
immediately before the disposition of the property disposed of,
exceeds the aggregate of the proceeds of such disposition and, where
the property disposed of by the taxpayer is a share of the capital stock
of a corporation, the aggregate of all amounts each of which is an
amount that, but for section 239 and paragraph a, would be deducted

(1) under section 591 or 742 or under the first paragraph of
section 741 in computing a loss of the taxpayer from the disposition,
or

(2) under the second paragraph of section 741, where the
taxpayer is a partnership, by a corporation that is a member of the
partnership in computing its share of the loss of the partnership from
the disposition; and”.

(2) This section applies in respect of dispositions occurring after
13 July 1990.

216. (1) The said Act is amended by inserting, after section
546, the following section:

“346.1 For the purposes of section 194, where the income of the
predecessor corporation at the end of its taxation year ending
immediately before the amalgamation, in this section referred to as
its “last taxation year”, from a farming business and the income of the
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new corporation from a farming business are computed in accordance
with the cash method, the new corporation is deemed to have
purchased, in its first taxation year and in the course of carrying on
that farming business, the property described in its inventory in
connection with that business at the commencement of its first
taxation year that was property described in the inventory in
connection with the farming business of the predecessor corporation
at the end of its last taxation year, for an amount equal to the
aggregate of all amounts each of which is an amount included, by
reason of subparagraph b or ¢ of the second paragraph of section 194,
in computing the income from a farming business of the predecessor
corporation for its last taxation year.”

(2) This section applies in respect of amalgamations occurring
after 31 December 1988.

217. (1) The said Act is amended by inserting, after section
550.6, the following section:

“530.7 Where there has been an amalgamation of two or more
corporations each of which is a development corporation, within the
meaning of section 363, or a corporation that at no time carried on
business and a predecessor corporation entered into an agreement
with a person, at a particular time, under which the corporation issued
or agreed to issue, for consideration given by the person, a share that
was a flow-through share or that would have been a flow-through
share if it had been issued, the following rules apply for the purposes
of section 359.8 and for the purposes of renouncing an amount under
section 359.2, 359.4 or 359.6 in respect of Canadian exploration
expenses, Canadian development expenses or Canadian oil and gas
groperty expenses that would, but for the renunciation, be incurred

y the new corporation after the amalgamation:

(a) the person is deemed to have given the consideration under
the agreement to the new corporation for the issue of the particular
share described in the second paragraph,

(b) the agreement is deemed to have been entered into between
the person and the new corporation at the particular time,

(c) the particular share described in the second paragraph is
deemed to be a flow-through share of the new corporation, an.

(d) the new corporation is deemed to be the same corporation as
the predecessor corporation.

The particular share referred to in the first paragraph is a share
of any class of the capital stock of the new corporation
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(a) that the new corporation issued on the amalgamation to the
person referred to in the first paragraph in consideration for the
disposition of the flow-through share of the predecessor corporation
and the attributes of which are similar to the attributes of the
flow-through share, or

(b) that the new corporation was obliged after the amalgamation
to issue to the person referred to in the f%rst paragraph pursuant to
the obligation of the predecessor corporation to issue a flow-through
share to that person and that would not, if issued, be a prescribed
share for the purposes of section 359.1.

Interpreta- For the purposes of this section, “flow-through share” has the
tion meaning assigned by the first paragraph of section 359.1.”

(2) This section agplies in respect of amalgamations oceurring
after 28 February 1986.

¢ I3, 218. (1) The said Act is amended by inserting, after section
s.52521 555.2, the following sections:

added

Shares “555.2.1 For the purposes of sections 550.3 and 550.5, a share

deemed to _ of the particular corporation issued to a shareholder in consideration
thenew for the disposition of a share of any class of the capital stock of a
POt nredecessor corporation is deemed to be a share of any class of the
capital stock of the new corporation that was issued in consideration
for the disposition of a share of any class of the capital stock of a

predecessor corporation by that shareholder.

Rights “555.2.2 For the purposes of section 550.6, a right listed on a
peeme o ¢ Drescribed stock exchange referred to therein to acquire a share of
thenew  any class of the capital stock of the particular corporation is deemed
corporation ¢ he a right listed on such a stock exchange to acquire a share of any

class of the capital stock of the new corporation.”

(2) This section applies in respect of amalgamations or mergers
occurring after 18 June 1987.

219. (1) Section 557 of the said Act is amended

» o
Qan
N
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(1) by replacing the first paragraph by the following paragraph:

Property “559. Any property, other than an interest in a partnership,

distributed that was distributed to the parent by a subsidiary on the winding-up
is deemed to have been disposed of by the subsidiary for proceeds
equal to the cost amount to the subsidiary of the property immediately
before the winding-up or to 4/3 of that cost amount, toit, at that time,
in the case of intangible capital property.”;
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(2) by replacing the third paragraph by the following paragraph:

Interest “Each interest of the subsidiary in a partnership that was

Samenced distributed to the parent on the winding-up is deemed, except for the

of purposes of section 632, not to have been disposed of by the
subsidiary.”

(2) Paragraph 1 of subsection 1 applies in respect of distributions
of property on the winding-up of a subsidiary in a taxation year thereof
commencing after 30 June 1988.

(3) Paragraph 2 of subsection 1 applies in respect of windings-up
commencing after 15 January 1987.

220. (1) Section 558 of the said Act is amended by replacing
- subparagraph ii of paragraph a by the following subparagraph:

w o
gy
& oo
fn
3

“ii. the amount by which the aggregate of all amounts each of
which is in respect of any property owned by the subsidiary
immediately before the winding-up and equal to the cost amount to
it of the property at that time, plus its cash then on hand, exceeds
the aggregate of all the debts of the subsidiary immediately before
the winding-up and of the amount of each allowance or reserve
deducted by the subsidiary in computing its income for the taxation
year during which its propert{r was distributed to the parent on the
winding-up, other than an allowance or reserve contemplated in
sections 153, 234, 279, 357 and 358; or”.

(2) This section applies in respect of windings-up commencing
after 31 December 1989.

. 13 221. (1) Section 559 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:
Cost of “389. Notwithstanding the reference to section 546 in section

propery q D64, the cost to the parent of each property of the subsidia

toparent  distributed to the parent on the winding-up is deemed to be equal,
in the case of a property that is an interest in a partnership, to the
amount that but for this section would be the cost to the parent of the
property and, in any other case, to the amount by which the amount
deemed by section 557 to be the proceeds of disposition of the property
exceeds the amount by which the cost amount to the subsidiary of the
property has been reduced by reason of subsection 2 of section 485
on the winding-up, plus, where the property is a capital property,
other than depreciable property, owned by the subsidiary at the time
the parent last acquired control of the subsidiary and thereafter
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without interruption until such time as it was distributed to the parent
on the winding-up, the amount determined under the second
paragraph.”;

(2) by replacing that part of the second paragraph preceding
subparagraph a by the following:

“The amount referred to in the first paragraph in respect of each
property that is a capital property, other than property described in
the third paragraph, owned by the subsidiary at the time the parent
last acquired control of the subsidiary and thereafter without
interruption until such time as it was distributed to the parent on the
winding-up, is equal to the part, determined in accordance with
section 560 in respect of the capital property, of the amount by which
the aggregate determined under paragraph b of section 558 exceeds
the aggregate”,;

(3) by replacing subparagraph b of the second paragraph by the
following subparagraph:

“(b) of the aggregate of all amounts each of which is in respect
of any share of the capital stock of the subsidiary disposed of by the
parent on the winding-up or in contemplation of the winding-up and
equal to the aggregate of all amounts each of which is received by the
parent or by a corporation with which the parent was not dealing at
arm’s length, otherwise than by reason of a right referred to in
paragraph b of section 20 in respect of the subsidiary, in respect of
that share or any share, in this subparagraph referred to as a
“replaced share”, that replaced that share or a replaced share or that
was exchanged for that share or a replaced share, as a taxable
dividend to the extent that the amount was deductible under sections
738 to 745 or section 845 in computing the taxable income of the
recipient corporation for a taxation year and was not an amount on
which it was required to pay prescribed tax, or as a capital dividend
or life insurance capital dividend.”;

(4) by adding, after the second paragraph, the following
paragraph:

“The property referred to in the second paragraph is
(@) depreciable property,

(b) property transferred in the course of a reorganization
described in section 308.3 in which a dividend, to which sections 308.1
and 308.2 would, but for section 308.3, apply, was received by a
corporation where the winding-up of the subsidiary was part of a
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transfer, directly or indirectly, of property of a particular corporation
to a beneficiary corporation referred to in section 308.3, or

(c) property transferred to the subsidiary by the parent or by any
person or partnership that was not, otherwise than by reason of a right
referred to in paragraph b of section 20, dealing at arm’s length with
the parent.”

(2) Paragraph 1 of subsection 1 applies in respect of windings-u
commencing after 13 July 1990. However, where the first paragrap
of section 559 of the Taxation Act, enacted by paragraph 1 of
subsection 1, applies in respect of windings-up commencing after 13
July 1990 and before 15 June 1993, it shall read as follows:

“8589. Notwithstanding the reference to section 546 in section
564, the cost to the parent of each property of the subsidiar
distributed to the parent on the winding-up is deemed to be equal,
in the case of a property that is an interest in a partnership, to the
amount that but for this section would be the cost to the parent of the
property and, in any other case, to the amount by which the amount
deemed by section 557 to be the proceeds of disposition of the property
exceeds the amount by which the cost amount to the subsidiary of the
property has been reduced by reason of subsection 2 of section 485
on the winding-up, plus, where the property is a capital property,
other than depreciable property, owned by the subsidiary at the time
the parent last acquired, otherwise than by an amalgamation, control
of the subsidiary and thereafter without interruption until such time
as it was distributed to the parent on the winding-up, the amount
determined under the second paragraph.”

(3) Paragraphs 2 and 4 of subsection 1 a pl{I in respect of
windings-up commencing after 30 September 1988. However,

(@) where that (s)art of the second paragraph of section 559 of the
Taxation Act preceding subparagraph a, enacted by paragraph 2 of
subsection 1, applies in respect of windings-up commencing after 30

September 1988 and before 15 June 1993, it shall read as follows:

“The amount referred to in the first paragraph in respect of each
property that is a capital property, other than property described in
the third paragraph, owned by the subsidiary at the time the parent
last acquired, otherwise than by an amalgamation, control of the
subsidiary and thereafter without interruption until such time as it
was distributed to the parent on the winding-up, is equal to the part,
determined in accordance with section 560 in respect of the capital
property, of the amount by which the aggregate determined under
paragraph b of section 558 exceeds the aggregate”;
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(b) where the third paragraph of section 559 of the Taxation Act,
enacted by paragraph 4 of subsection 1, applies in respect of
windings-up commencing after 30 September 1988 and before 14 July
1990, it shall read without reference to subparagraph ¢ thereof.

(4) Paragraph 3 of subsection 1 applies in respect of windings-u
commencing after 31 December 1986. lI)-Powever, where subparagrap
b of the second paragraph of section 559 of the Taxation Act, enacted
by paragraph 3 of subsection 1, applies in respect of windings-u
commencing after 31 December 1986 and before 1 July 1988, it shall
rﬁad without reference to “or in contemplation of the winding-up”
therein.

222. (1) Section 560 of the said Act is amended by replacing the
second paragraph by the following paragraph:

“However, the part of that excess that is added must not exceed,
in respect of a capital property contemplated in the second paragraph
of section 559, that part of the fair market value of the capital property
at the time the parent last acquired control of the subsidiary that
exceeds the cost amount of the capital property to the subsidiary
immediately before the winding-up.”

(2) This section applies in respect of windings-up commencing
after 14 June 1993.

223. (1) Section 560.2 of the said Act is amended by replacing
the second paragraph by the following paragraph:

“For the purposes of the first paragraph and sections 559 to 560.1,
the following rules apply:

(a) subject to subparagraph ¢, control of any corporation is
deemed not to have been acquired by reason of an amalgamation;

(b) any corporation formed as a result of an amalgamation is
deemed to be the same corporation as, and a continuation of, each
predecessor corporation; and

(¢) in the case of a merger contemplated in section 5565.1, where
the parent did not have control of a predecessor corporation prior to
the merger, the parent is deemed to have acquired control
immediately before the merger.”

(2) This section a%)lies in respect of windings-up commencing
after 16 November 1978. However, where the second paragraph of
section 560.2 of the Taxation Act, enacted by this section, applies in
respect of windings-up commencing after 16 November 1978 and
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before 15 June 1993, it shall read without reference to subparagraph

a thereof.
c. 13, 224. (1) Sections 564.2 to 564.4 of the said Act are replaced by
w2 the following sections:

replaced

Computation “564.2 Forthe purposes of computin% the taxable income of the

of taxable  narent for any taxation year commencing after the commencement of

parent  a winding-up described in section 556 or that would be if the
expression “taxable Canadian corporation” were replaced by the
expression “Canadian corporation”, such portion of any non-capital
loss, restricted farm loss, farm loss or limited partnership loss of the
subsidiary for a particular taxation year as may reasonably be
regarded as its loss from carrying on a particular business, any other
portion of any non-capital loss or limited partnership loss of the
subsidiary for any such year as may reasonably be regarded as bein
derived from any other source or any other portion of any non-capita
loss of the subsidiary for any such year as may reasonably be regarded
as being due to an amount added to its taxable income under section
726.5 or the net capital loss sustained by the subsidiary for any such
year is deemed, for the purposes of this section, sections 564.3 to
564.4.4, 727, 728.2, 729, 731, 733.0.0.1, 734 and 735, to be a non-capital
loss, restricted farm loss, farm loss or limited partnership loss of the
parent from carrying on a particular business of the subsidiary, a
non-capital loss or limited partnership loss of the parent from the
source from which the subsidiary sustained such portion of a
non-capital loss or limited partnership loss, a non-capital loss of the
parent due to an amount added to its taxable income under section
726.5 or a net capital loss, resEectively, sustained by the parent for
its taxation year during which the particular taxation year of the
subsidiary ended.

Application “564.3 Section 564.2 applies only to the extent that the loss

ofs. 5642 yeferred to therein was not deducted in computing the taxable income
of the subsidiary for any taxation year and would have been deductible
in such computation for any taxation year commencing after the
commencement of the winding-up if the subsidiary had such a taxation
year as well as sufficient income and taxable capital gains for that
year.

Restriction “3564.4 Where section 564.2 applies and where, at any time,
control of the parent or subsidiary has been acquired by a person or
group of persons, no amount in respect of a net capital loss of the
subsidiary for a taxation year ending before that time is deductible
in computing the parent’s taxable income for a taxation year ending
after that time.”
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(2) This section, where it replaces section 564.2 of the Taxation
Act to add thereto a reference to sections 564.2 to 564.4.4 of the said
Act and replaces sections 564.3 and 564.4 of the said Act, applies in
computing the taxable income of parent corporations for a taxation
year subsequent to the taxation year 1984.

225. (1) The said Act is amended by inserting, after section
564.4.2, the following sections:

“564.4.3 For the purposes of section 564.4.1, where section
564.2 aﬁplies to the windlnfg-up of a particular corporation in respect
of which the subsidiary referred to in the said section 564.2 was the
parent and section 564.4.1 applies in respect of losses of that particular
corporation, the subsidiary is deemed to be the same corporation as,
fm a continuation of, that particular corporation with respect to those
osses.

“564.4.4 A parent may elect that any portion of a loss of the
subsidiary that would otherwise be deemed, by reason of section
564.2, to be a loss of the parent for a particular taxation year
commencing after the commencement of the winding-up be deemed,
for the purpose of computing the parent’s taxable income for a taxation
year commencing after the commencement of a winding-up described
in section 556, to be a loss of the parent for its immediately preceding
taxation year and not for the particular taxation year.

The parent referred to in the first paragraph must make the
election referred to therein in its fiscal return under this Part for the
particular taxation year.”

(2) This section, where it enacts section 564.4.3 of the Taxation
Act, applies in computing taxable income for taxation years
subsequent to the taxation year 1989.

(3) This section, where it enacts section 564.4.4 of the Taxation
Act, applies in computing the taxable income of parent corporations
for taxation years subsequent to the taxation year 1984. However,
a parent corporation may make the election provided for in the said
section 564.4.4 for any of its taxation years 1985 to 1991 by notifying
the Minister of Revenue in writing, with supporting evidence, that
it has made a valid election with the Minister of National Revenue
under subsection 30 of section 66 of the Act to amend the Income Tax
Act, the Canada Pension Plan, the Cultural Property Export and
Import Act, the Income Tax Conventions Interpretation Act, the Tax
Court of Canada Act, the Unemployment Insurance Act, the
Canada-Newfoundland Atlantic Accord Implementation Act, the
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Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
concerning the application of paragraph f of subsection 1.1 and
paragraph d of subsection 1.2 of section 838 of the Income Tax Act
(Statutes of Canada). In such a case, the parent corporation is deemed
to have elected, in its fiscal return filed under Part I of the Taxation
Act for each of those taxation years, to have the said section 564.4.4
aplply, and, notwithstanding section 1010 of the said Act and for the
sole purpose of giving effect to the election, such assessments of tax,
interest and penalties as are necessary shall be made by the Minister
of Revenue and the second and third paragraphs of section 1060.1 and
section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

e 13, 226. (1) The said Act is amended by inserting, after section
s. 562 565.1, the following section:

Iventoryin~~~ “563.2 Where a corporation that carries on a farming business
totnection and computes its income from that business in accordance with the
farming  cash method is wound up in circumstances to which sections 556 to
" 564.1 and 565 apply and, at the particular time that is immediately

before the winding-up, owned inventory that was used in connection

with the business, the following rules apply:

(a) for the purposes of the first paragraph of section 557, the cost
amount to the corporation, at the particular time, of property
purchased by it that is included in the inventory is deemed to be the
amount determined by the formula

(AéB)+

(b) for the Eurg)oses of subFaragraph a of the second paragraph
of section 194, the disposition of the inventory and the receipt of tﬁe
proceeds of disposition are deemed to have occurred at that particular
time in the course of carrying on the business;

D;

(c) for the purposes of section 194, where the parent carries on
a farming business and computes its income from that business in
accordance with the cash method, the following rules apply:

i. an amount equal to the cost to the parent of the inventory is
deemed to have been paid by it in the course of carrying on a business
and at the time it acquired the inventory, and
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ii. the parent is deemed to have purchased the inventory for an
amount equal to that cost in the course of carrying on that business
and at the time referred to in subparagraph i.

Interpreta- For the purposes of the formula set forth in subparagraph a of
tion the first paragraph,

(@) A is the amount that would be included by reason of
subparagraph c of the second paragraph of section 194 in computing
the corporation’s income for its last taxation year commencing before
the particular time referred to in the first paragraph if that taxation
year had ended at that time,

(b) B is the value, determined in accordance with section 194.2,
to the corporation at that time of the inventory purchased by it and
distributed to the parent on the winding-up,

(c) Cis the value, determined in accordance with section 194.2,
of all of the inventory purchased by the corporation that was owned
by it in connection with that business at that time,

(d) D is the lesser of

i, such additional amount as the corporation designates in respect
of the property, and

ii. the amount by which the fair market value of the property at
the particular time referred to in the first paragraph exceeds the
amount determined under subparagraph a in respect of the property.”

(2) This section applies to windings-up commencing after 13 July
1990.

¢ 13, 227. (1) Section 568 of the said Act is amended by replacing
s 968, am. paragraph a by the following paragraph:

“(a) for the purposes of the election provided for in section 502
or 1106 and, if the corporation has so elected, for all other purposes,
such dividend is deemed to be a separate dividend to the extent that
it does not exceed its capital dividend account or its capital gains
dividend account within tge meaning of the regulations made under
section 567, as the case may be, immediately before that time;”.

(2) This section applies in respect of windings-up commencing
after 31 December 1988.

¢ 13, 228. (1) Section 569 of the said Act is amended by re}illacing
s 569. am. gpbparagraph ii of paragraph b by the following subparagraph:
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“ii. the a%ﬁregate of any debt owing by the dissolved affiliate or
of any other obligation of such affiliate to pay an amount, otherwise
than on account of a dividend owing by it to the tax’pajyer or to a person
with whom the taxpayer is not dealing at arm’s length, that was
outstanding immediately before its dissolution and that is assumed or
cancelled by the taxpayer on the dissolution.”

(2) This section applies in respect of dissolutions occurring after
13 July 1990.

e 13, 229. (1) Section 570 of the said Act is amended by replacing
® 870, am. paragraph e by the following paragraph:

“private. “(e) “private corporation” at any particular time means a

corporation” arporation that is resident in Canada at that time, is not a public
corporation and is not controlled by one or more public corporations,
other than prescribed venture capital corporations, or prescribed
C}Jlrownf corporations of Québec or Canada or by any combination
thereof;”.

(2) This section has effect from 14 July 1990.
c. 13, 230. (1) Section 572 of the said Act is replaced by the following

Sy section:

Controlled “372. For the purposes of this title, a controlled foreign

foreign 2ffll- ffiliate, at any time, of a taxpayer resident in Canada is a foreign
affiliate of sucK taxpayer that is controlled by the taxpayer, by the
taxpayer and not more than four other persons resident in Canada,
by not more than four persons resident in Canada, other than the
taxpayer, by a person or persons with whom the taxpayer does not
deal at arm’s length, or by the taxpayer and a person or persons with
whom he does not deal at arm’s length.”

(2) This section applies to taxation years commencing after 13
July 1990.

13, 231. (1) Section 576.1 of the said Act is amended by replacing
56.1. the second paragraph by the following paragraph:

terestof 2 “For the purposes of this section and sections 571 and 573 as they
foreign affl- g pply to this section, where at any time a foreign affiliate of a taxpayer

partnership has an interest in a partnership, the following rules apply:

(a) the partnership is deemed to be a corporation not resident
ir;l Canada having a capital stock of a single class divided into 100 issued
shares;
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(b) the foreign affiliate is deemed to own at that time that
proportion of the issued shares of that class that the fair market value
of the affiliate’s interest in the partnership at that time is of the fair
market value of all interests in the partnership at that time.”

(2) This section has effect from 1 January 1990.

¢ I3 232. (1) The said Act is amended by inserting, after section
55841, 584, the following section:

Adjusted “584.1 For the purposes of section 584, where a taxpayer that
cost base of jg 3 taxable Canadian corporation acquires from another corporation
foreign affil- resident in Canada with which the taxpayer does not deal at arm’s
tate length, a share of the capital stock of a foreign affiliate of the taxpayer,
the taxpayer is deemed to have been required to add or deduct, as
the case may be, under Chapter I'V of Title X of Book I1I, in computing
the adjusted cost base of the share, any amount the other corporation
has been so required to add or deduct, as the case may be, in

computing the adjusted cost base of the share.”

(2) This section applies from the taxation year 1990.

. 1-3, 233. (1) The said Act is amended by inserting, after section
55851, 589, the following section:

Gain from “589.1 Except for the purposes of paragraph a of section 255,
the disposi- where section 261 applies to a corporation that has made the election
siere  provided for in the first paragraph of section 589 or to a foreign affiliate
of the corporation, the amount that is deemed by section 261 to be the
gain of the corporation or foreign affiliate of the corporation, as the
case may be, from the disposition of the share is deemed to be equal
to the amount by which the amount established without reference to

this section exceeds the amount designated in the election.”

(2) This section applies from the taxation year 1987.

234. (1) Section 590 of the said Act is amended by replacing
- paragraph b by the following paragraph:

Snﬂ
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“(b) the taxpayer or, as the case may be, the foreign affiliate
which acquires the shares, in computing the adjusted cost base of all
shares of any particular class of the caﬁital stock of the acquired
affiliate owned by it immediately after the disposition, shall add an
amount equal to that proportion of the amount by which the cost
amount to it, immediately before the disposition, of the shares
disposed of exceeds the aggregate of the proceeds of the disposition
and the total of all amounts each of which is an amount deducted under
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the second paragraph of section 591 in computing a loss sustained by
it from the disposition of the shares disposed of, that the fair market
value, immediately after the disposition, of all shares of that particular
class then owned by it is of the fair market value, immediately after
the disposition, of all shares of the capital stock of the acquired affiliate
owned by it at that time.”

(2) This section applies in respect of dispositions of shares
occurring after 13 July 1990.

¢ 13, 235. (1) Section 591 of the said Act is replaced by the following
s %91, section:

replaced

Capital loss “891. Where a corporation resident in Canada has disposed of

resulting 9 ghare of the capital stock of a corporation that is a foreign affiliate

%ﬁ%ﬁm, of the corporation, or a foreign affiliate of a corporation resident in
atoreign | Canada has disposed of a share of the capital stock of another foreign
affiliste  affiliate of the corporation, the amount of the loss from the disposition
of that share is deemed to be the amount by which the amount that
would, but for this section, be the loss therefrom exceeds the amount

determined under the second paragraph.

Amount last The amount last referred to in the first paragraph is the amount

refered to lyy which the aggregate of all amounts received before the disposition

varagraph  Of the share in respect of exempt dividends on the share, or a share
for which the share was substituted, by the disposing corporation, a
corporation related to the disposing corporation, a foreign affiliate of
the disposing corporation, or a foreign affiliate of a corporation related
to the disposing corporation, exceeds the aggregate of all amounts
each of which is an amount by which a loss from a previous disposition
of the share or a share for which the share was substituted, by a
corporation referred to in this paragraph has been reduced by reason
of this section.”

(2) This section agplies in respect of the determination of losses
arising in any year subsequent to the taxation year 1984. However,
where the second paragraph of section 591 of the Taxation Act,
enacted by this section, applies in respect of the determination of
los?‘els1 from dispositions occurring before 13 July 1990, it shall read
as follows:

Amount last “The amount last referred to in the first paragraph is the

referred o aggregate of the amounts received before the disposition as dividends

raragraph eXempt from tax by the corporation which proceeded with the
disposition.”
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e 13, 236. (1) Section 594 of the said Act is amended by re%lacing
s- 584, am. %‘hlallt part preceding subparagraph a of the first paragraph by the
ollowing:

Rules appli- “5394. The rules provided in this chapter apply for a taxation
e upor year of a foreign trust, other than an inter vivos trust created before
tion of prop-1 January 1960 by a person who, at that time, was not resident in
e Canada, other than a testamentary trust that arose as a consequence
of the death of an individual before 1 January 1976 and other than a
trust governed by a foreign retirement arrangement, where before
the end of the year that trust or a corporation not resident in Canada
that would be a controlled foreign affiliate of the trust, if the trust
were resident therein, has, other than in presecribed circumstances,

acquired property, in any manner whatever, from”.

(2) This section applies from the taxation year 1990.

¢ I3, 237. (1) Sections 600.1 and 600.2 of the said Act are replaced
soal by the following sections:

replaced

Share of a “600.1 Subject to section 600.2, the share of a member of a

e o *partnership of any amount that would be an amount referred to in
paragraph e of section 398, paragraph b or e of section 399, paragraph
d of section 411, subparaﬁraph 1 of paragraph b or paragraph c or k
of section 412, paragraph d of section 418.5 or subparagraph i of
paragraph b or paragraph c or e of section 418.6, in respect of the
partnership for a taxation year of the partnership, but for paragraph
d of section 600, is deemed to be an amount referred to in J)aragraph
e of section 398, paragraph b or e of section 399, paragraph d of section
411, subparagraph i of paragraph b or paragraph c or & of section 412,
paragraph d of section 418.5 or subparagraph i of paragraph b or
paragraph ¢ or e of section 418.6, as the case may be, in respect of
the member for the taxation year of the member in which the taxation
year of the partnership ends.

Deemed “600.2 However, where a person not resident in Canada is a

isposition member of a partnership that is deemed under section 1096.2 to have

member of adlisposed of a property, the deemed amount in respect of the person

partnershie under section 600.1 respecting section 411, 412, 418.5 or 418.6, as the

inCanada  cage may be, is then so deemed for his taxation year that is deemed
under section 1096.1 to have ended.”

(2) This section, where it replaces section 600.1 of the Taxation
Act, has effect from 1 February 1990.

(3) This section, where it replaces section 600.2 of the Taxation
Act to include therein a reference to section 418.5 of the said Act,
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applies to a taxation year of a {)artnership commencing after 31
December 1984 and, where it replaces the said section 600.2 to add
therein a reference to section 411 of the said Act, has effect from 1
February 1990.

e 13, 238. (1) Section 603 of the said Act is amended by replacing
s. 603, am. that part preceding paragraph a by the following:

Validity of “603. Where a taxpayer who was a member of a partnership
Section ™ 2during a fiscal period has, for the purposes of computing his income
partnership from the partnership for the fiscal period, made an election provided
for by the regulations made under section 104 or by any of sections
96, 110.1, 156, 180 to 182, 184, 199, 215, 216, 279, 280.3, 299 and 614,
and where the election would, but for this section, be valid, the

following rules apply:”.

(2) This section applies in respect of dispositions occurring after
13 July 1990 and in respect of elections made in respect of the
application of section 299 of the Taxation Act, as amended by section
121 of this Act, to the taxation years 1985 to 1989. In the latter case,
notwithstanding section 1010 of the Taxation Act, such assessments
of tax, interest and penalties payable for the taxation years 1985 to
1989 shall be made by the Minister of Revenue as are necessary to
give effect to those elections and the second and third paragraphs of
section 1060.1 and section 1066.2 of the said Act shall apply thereto,
with such modifications as the circumstances require.

o s, 239. (1) Section 613.3 of the said Act is amended

(1) by replacing that part of paragraph b preceding subparagraph
i by the following:

“(b) where the taxpayer or a person with whom the taxpayer
does not deal at arm’s length is entitled, either immediately or in the
future and either absolutely or contingently, to receive or obtain any
amount or benefit, whether by way of reimbursement, compensation,
revenue guarantee or proceeds of disposition or in any other form or
manner whatever, granted or to be granted for the purpose of
reducing the impact, in whole or in part, of any loss that the taxpayer
may sustain by virtue of his being a member of the partnership or by
virtue of his holding or disposing of an interest in the partnership, the
amount or benefit, as the case may be, that the taxpayer or the person
is or will be so entitled to receive or obtain, except to the extent that
the amount or benefit is included under paragraph e of section 399,
paragraph & of section 412 or paragraph e of section 418.6 in respect
of the taxpayer or the entitlement anses”;
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(2) by striking out the word “or” at the end of subparagraph v
of paragraph b;

(3) by replacing the period at the end of subparagraph vi of
paragraph b by a semicolon and the word “or”;

(4) by adding, after subparagraph vi of paragraph b, the
following subparagraph:

“vii. by reason of a prescribed excluded obligation in relation to
a share issued to the partnership by a corporation.”

(2) This section applies to taxation years ending after 17 June

240. (1) Section 627 of the said Act is amended by replacing

- paragraph a by the following paragraph:

“(a) the aggregate of the adjusted cost base of his interest in the
partnership immediately before the particular time, and the adjusted
cost base to him of each other interest in the partnership deemed
unger section 632 to have been acquired by him at the particular time;
and”.

(2) This section applies in respect of partnerships ceasing to exist
after 15 January 1987.

241. (1) Section 647 of the said Act is amended by replacing

- subparagraph a of the third paragraph by the following subparagraph:

“(a) an employee trust, a trust referred to in paragraph c.4 of
section 998 or a trust governed by a forei%ln retirement arrangement,
a registered pension plan, a profit sharing plan, a registered
supplementary unemployment benefit plan, a registered retirement
savings plan, a deferred profit sharing plan, a registered education
savinf%s plan, a registered home ownership savings plan, an employee
benefit plan or a registered retirement income fund;”.

(2) This section has effect from the taxation year 1990. However,
where subparagraph a of the third paragraph of section 647 of the
French text of the Taxation Act, enacted by this section, applies
before 1 January 1991, it shall read as if the reference therein to a
“régime de partlcipation différée aux bénéfices” were a reference to
a “régime d’intéressement différé”.

242. (1) Section 649 of the said Act is amended by replacing
subparagraph iv of paragraph b by the following subparagraph:
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“iv. not less than 95 % of its income, determined without
reference to section 295.1 and paragraph a of section 657, for the year
is derived from, or from dispositions of, investments contemplated in
subparagraph iii;”.

(2) This section applies from the taxation year 1990.

243. (1) Section 668.2 of the said Act is amended by replacing
paragraph c¢ by the following paragraph:

“(c) C is the greater of

i. the aggregate of all amounts each of which is an amount
determined under paragraph b in respect of a beneficiary of the trust
for the designation year, and

ii. the amount by which the net taxable capital gains of the trust
for the designation year exceeds the amount by which the investment
expense, within the meaning of subparagraph a.2 of the first
paragraph of section 726.6, of the trust for the designation year
exceeds the investment income, within the meaning of subparagra{)lh
e of the first paragraph of the said section, of the trust for the
designation year;”.

(2) This section applies from the taxation year 1988.

244. (1) Section 669.1 of the said Act is replaced by the
following section:

“669.1 Where a testamentary trust has received a pension
benefit, or a benefit out of or under a foreign retirement arrangement,
in a taxation year throughout which it was resident in Canada and has
designated, in its fiscal return for the year under this Part, an amount
in respect of a beneficiary under the trust equal to such portion, in
this section referred to as the “beneficiary’s share”, of the benefit as
has been designated by the trust exclusively in respect of the
beneficiary and as may reasonably be considered, having regard to
all the circumstances including the terms and conditions of the trust
arrangement, to be part of the amount that, by reason of section 663,
was included in computing the income of the beneficiary for a
particular taxation year, the beneficiary’s share in respect of the
benefit is deemed, for the purposes of sections 752.0.8 and 752.0.9,
to be a payment described in subparagraph a of the first paragraph
of section 752.0.8 that is included in computing the beneficiary’s
income for the particular taxation year where the benefit is an amount
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described in subparagraph a of the first paragraph of section 752.0.8
and the beneficiary was the spouse, within the meaning of section
905.3, of the settlor of the trust.”

(2) This section applies from the taxation year 1990. However,
where section 669.1 of the Taxation Act, enacted by this section,
applies to the taxation year 1990, it shall read as follows:

“669.1 Where a testamentary trust has received a pension
benefit, or a benefit out of or under a foreign retirement arrangement,
in a taxation year throughout which it was resident in Canada and has
designated, in its fiscal return for the year under this Part, an amount
in respect of a beneficiary under the trust equal to such portion, in
this section referred to as the “beneficiary’s share”, of the benefit as
has been designated by the trust exclusively to the beneficiary and
as may reasonably be considered, having regard to all the
circumstances including the terms and conditions of the trust
arrangement, to be part of the amount that, by reason of section 663,
was included in computing the income of the beneficiary for a
particular taxation year, the following rules apply:

(a) the beneficiary’s share in respect of the benefit is deemed,
for the purposes of sections 752.0.8 and 752.0.9, to be a payment
described in subparagraph a of the first paragraph of section 752.0.8
that is included in computing the beneficiary’s income for the
particular taxation year where the benefit is an amount described in
subparagraph a of the first paragraph of section 752.0.8 and the
beneficiary was the spouse, within the meaning of section 905.3, of
the settlor of the trust,

(b) the beneficiary’s share in respect of the benefit is, for the
purposes of paragraph d of section 339, an eligible amount in respect
of the beneficiary for the particular taxation year where the benefit

i. is a single amount, within the meaning of section 965.0.1, other
than an amount that relates to an actuarial surplus, paid to the trust
by a registered pension plan as a consequence of the death of the
settlor of the trust who was, at the time of his death, the spouse of
the beneficiary, or

ii. would be an amount included in the a%gregate determined
under paragraph d of section 339 in respect of the beneficiary for his
taxation year in which the benefit was received by the trust, if the
benefit had been received by the beneficiary at the time it was
received by the trust, and

(c) the beneficiary’s share in respect of the benefit, other than
any portion thereof that relates to an actuarial surplus, is deemed,
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for the purposes of paragraph f of section 339, to be an amount from
a registered pension plan included in computing the beneficiary’s
income for the particular taxation year as a payment and described
secondly in subparagraph 3 of subparagraph ii of the said paragraph
f where the benefit is a single amount, within the meaning of section
965.0.1, paid to the trust by a registered pension plan as a consequence
of the death of the settlor of the trust and the beneficiary was, at the
time of the settlor’s death, under 18 years of age and a child or
grandchild of the settlor.”

e 13, 243. (1) Section 686 of the said Act is amended by replacing
s 686, am. gubsection 1 by the following subsection:

Capital gain “686. (1) In computing a taxpayer’s taxable capital gain from
from the  the disposition of all or any ﬁart of his capital interest in a personal
epital  trust or a preseribed trust, the adjusted cost base to the taxpayer of
“**  such interest immediately before the disposition is deemed to be an
amount equal to the greater of the adjusted cost base to the taxpayer
thereof otherwise determined immediately before that time and the
cost amount to the tax%ayer thereof immediately before that time;
in computing an allowable capital loss, such cost base shall be that

which 1s otherwise determined.”

(2) This section applies in respect of dispositions of an interest
in a trust occurring after 31 December 1987, other than a disposition
of an interest in a trust, the units of which were listed on 1 October
1987 on a prescribed stock exchange for the purposes of section 934
of the Taxation Act, occurring before the earlier of 1 January 1991
and any day after 1 October 1987 on which a beneficial interest in the
trust is issued.

246. (1) Section 688 of the said Act is amended

(1) by replacing the period at the end of paragraph d by a
semicolon;

» o
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(2) by adding, after paragraph d, the following paragraph:

“(e) where the property transferred was intangible capital
property of the trust in respect of a business of the trust, the following
rules apply:

i. the references to “its cost amount” in Paragraphs a and b shall
read as references to “4/3 of its cost amount”;

ii. for the purposes of Division I1I of Chapter 11 of Title III and
sections 130, 188 and 189, where the intangible capital amount of the
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trust in respect of the property exceeds the cost at which the taxpayer
is deemed, under this section, to have acquired the property,

(1) the intangible capital amount of the taxpayer in resFect of the
property is deemed to be the intangible capital amount of the trust
in respect of the property, and

(2) 3/4 of the excess are deemed to have been deducted by the
taxpayer in respect of the property under paragraph b of section 130
in computing income for taxation years en(fing ﬁzfore the acquisition
by the taxpayer of the property and after the adjustment time, within
{;)he _meaning of section 107.1, of the taxpayer in respect of the

usiness.”

(2) This section applies in respect of transfers of property
occurring after 13 July 1990.

247. (1) The said Act is amended by inserting, after section
688, the following section:

“688.0.1 Where at any time a property is transferred by a trust
described in section 440 or 454 to a taxpayer in circumstances in which
section 688 applies and section 691 does not apply and the property
would, if the trust had so designated the property under section 274,
be a principal residence, within the meaning of that section, of the
trust for a taxation year, the following rules apply where the trust
so elects in its fiscal return under this Part for the taxation year that
includes that time:

(a) the trust is deemed to have disposed of the property
immediately before the particular time that is immediately before that
time for proceeds of disposition equal to the fair market value of the
property at that time; and

(b) the trust is deemed to have reacquired the property at the
particular time at a cost equal to that fair market value.”

(2) This section applies in respect of transfers of property
occurring after 9 May 1985. However, an election to have the rules
set out in section 688.0.1 of the Taxation Act, enacted by this section,
apply in respect of a transfer of I§)roper’cy by a trust occurrin% after
9 May 1985 and on or before 17 December 1991 may be made by the
trust by notifying the Minister of Revenue in writing, with supporting
evidence, that the trust has made a valid election with the Minister
of National Revenue under subsection 6 of section 76 of the Act to
amend the Income Tax Act, the Canada Pension Plan, the Cultural
Property Export and Import Act, the Income Tax Conventions
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Interpretation Act, the Tax Court of Canada Act, the Unempl(Xment
Insurance Act, the Canada-Newfoundland Atlantic Accord
Implementation Act, the Canada-Nova Scotia Offshore Petroleum
Resources Accord Implementation Act and certain related Acts (S.C.,
1991, chapter 49), concerning the application of subsection 2.01 of
section 107 of the Income Tax Act (Statutes of Canada), in which case,
notwithstanding section 1010 of the Taxation Act and for the sole
purpose of giving effect to the election, such assessments of tax,
interest and penalties as are necessary shall be made by the Minister
of Revenue and the second and third paragraphs of section 1060.1 and
section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

248. (1) Section 690 of the said Act is amended
(1) by replacing paragraphs a and b by the following paragraphs:

w o
o
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“(a) where the trust transfers at any time to the taxpayer money
or other property, as consideration for all or part of his capital
interest, the aggregate of

1. the money so transferred,

ii. the aggregate of all amounts each of which is the cost amount
to the trust, immediately before the transfer, of such other property
other thaél intangible capital property in respect of a business of the
trust, an

ili. the aggregate of all amounts each of which is 4/3 of the cost
amount to the trust, immediately before the transfer, of such other
p;_‘ogerty that is intangible capital property in respect of a business
of the trust;

“(b) in any other case, the amount determined by the formula
C

(A-B)x=”
(2) by adding, at the end, the following paragraph:

Interpreta- “For the purposes of the formula set forth in subparagraph b of
tion the first paragraph,

(@) A is the aggregate of

i. all money of the trust on hand immediately before that time,
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ii. the aggregate of all amounts each of which is the cost amount
to the trust, immediately before that time, of each such other property
that is not intangible capital property in respect of a business of the
trust,

iii. 4/3 of the aggregate of all amounts each of which is the eligible
intangible capital amount of the trust, immediately before that time,
in respect of a business of the trust;

(b) Bis the aggregate of all amounts each of which is the amount
of any debt owing by the trust immediately before that time;

(c) Cis the fair market value, at that time, of the capital interest
or any part thereof in the trust;

(d) D is the fair market value, at that time, of all capital interests
in the trust.”

(2) This section has effect from 14 July 1990.

¢. 13, 249. (1) Section 693 of the said Act is amended by replacing the
s. 6%, am- second paragraph by the following paragraph:
Ordering of “However, the taxpayer shall apply the provisions of this book

deductions i) the following order: sections 737.8 and 737.17, Titles V, V.1, V1.0.1,
VL1, V1.2, VI3, VI1.3.1, VL.3.2 V1.3.2.1, VI.3.3, VL.3.4, VIL VL3
and VI.6 and sections 737.14 to 737.16 and 737.21.”

(2) This section applies from the taxation year 1991.
74
e I3, ! 230. (1) The heading of Title V of Book IV of Part I of the said

heading,

replaced  Act is replaced by the following heading:

“CHARITABLE DONATIONS AND OTHER DEDUCTIONS”.
(2) This section applies from the taxation year 1988.

e I3, 231. (1) Section 710 of the said Act is amended by replacing
s. 70, am- that part preceding paragraph a by the following paragraph:

Deductible “710. A taxpayer may deduct the aggregate of all amounts each
gifts of which is the fair market value of a gift made by him in the year or
in any of the five preceding taxation years to the extent that the
amount thereof was not deducted for any preceding taxation year, to”.

(2) This section has effect from 12 December 1988.
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. 13, 2532. (1) The said Act is amended by inserting, after section
s. 701 710, the following section:

Fair market “710.1 For the purposes of paragraph b of section 710, the fair
vaue of  market value of a property referred to therein that is a prescribed

property  cultural property is the fair market value determined by the Canadian
Cultural Property Export Review Board.”

(2) This section applies in respect of gifts made after 20 February
1990.

¢ 13, 253. (1) Section 711 of the said Act is replaced by the following

s. 711, i .
replaced  S€CtION:

Maximum “Z11. The deductions allowed b %aragraphs ctoj of section 710

alowable - must not exceed in aggregate 20 % of the income of the taxpayer for
the year, computed before anK deduction under section 800, the
deduction allowed by paragraph a of the said section 710 must not
exceed the taxpayer’s income for the year decreased by the amounts
deducted under paragraphs c to j thereof, and the deduction allowed
by paragraph b of the said section 710 must not exceed the taxpayer’s
income for the year decreased by the amounts deducted under
paragraphs a and c¢ to j thereof.”

(2) This section has effect from 12 December 1988.

¢ 13, 254. (1) Section 716.1 of the said Act is replaced by the

s. 716.1, : . \
replaced following section:

Gift of a “416.1 Where at any time an individual has made a gift of a

work of &t wwork of art created by him that is property in his inventory to a donee
described in any of paraﬁra hs a and ¢ to j of section 710, and the fair
market value of the wor OF art at that time exceeded its cost amount
to him, the individual or his legal representative may designate in the
fiscal return which must be filed by or for the individual under section
1000 for the year during which the gift was made, an amount which
is deemed to be both the individual’s proceeds of disposition of the
work of art and, for the purposes of section 710, the fair market value
of the gift, and which must not be greater than the fair market value
nﬁ)r less than the cost amount to the individual of the work of art at
that time.”

(2) This section applies in respect of gifts made after 31
December 1990.

e 13, 255. (1) The said Act is amended by inserting, after section

Sae® 716.1, the following section:

422



1993

Gift of
cultural
property

wm e
R
Reéo
»
]

¢. I-3,
s. 725.1,
repealed

Taxation Act CHAP. 16

“716.2 Where at any time an individual has made a gift of a
work of art created by him that is cultural property contemplated in
section 232 and property in his inventory to a donee described in
paragraph b of section 710, the individual is deemed to have received
proceeds of disposition at that time equal to the cost amount to him
of the work of art at that time.”

(2) This section applies in respect of gifts made after 31
December 1990.

256. (1) Section 725 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) an amount exempt from income tax in Québec by reason of

a provision contained in a tax agreement between Québec and a

particular countY in respect of income tax that has the force of law

In Québec or, in the absence of such an agreement, an amount exempt

from income tax in Canada by reason of a tax convention or agreement

léetween Canada and a particular country that has the force of law in
anada;”;

(2) by replacing paragraph b of the English text by the following
paragraph:

“(b) compensation received under an employees’ or workers’
compensation law of Canada or a province in respect of an injury,
disability or death, except any such compensation received by a

person as the employer or former employer of the person in respect
of whose injury, disability or death the compensation was paid; or”;

(3) by replacing paragraph ¢ by the following paragraph:

“(c) a social assistance payment based on a means, needs or
income test and included in computing his income either by reason of
section 311.1 or by reason of section 317 as a pension, supplement or
spouse’s allowance received under the Old Age Security Act (Statutes
of Canada) or any similar payment made under a provincial law.”

(2) Paragraphs 1 and 3 of subsection 1 apply from the taxation
year 1991.

(3) Paragraph2 ofsubsection 1 has effect from 28 February 1992.

257. (1) Section 725.1 of the said Act is repealed.
(2) This section applies from the taxation year 1989.
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c. I-3,
8. 725.2,
replaced

Deduction

238. (1) Section 725.2 of the said Act, amended by section 35
of chapter 1 of the statutes of 1992, is replaced by the following
section:

“923.2 Where a corporation has agreed to sell, issue or cause

in respect oft o be issued to an individual a share of its capital stock or of the capital

a benefit

derived

from a stock

option
arrange-
ment

stock of a corporation with which it does not deal at arm’s length, that
individual may deduct an amount equal to 1/4 of the amount of the
benefit he is deemed to have received in the year under section 49 or
any of sections 50 to 52.1, in respect of the share or the transfer or
any other disposition of the rights under the agreement contemplated

in section 48, if

(@) the amount that the individual is required to pay to acquire
the share is equal to or greater than the amount by which the fair
market value of the share at the time the agreement was made exceeds
the amount paid by the individual to acquire the right to acquire the
share, or where the rights under the agreement were acquired by the
individual as a result of one or more dispositions of rights in respect
of which section 49.4 applied, the amount payable by the individual
to acquire the old share under the exchan es option that was disposed
of in consideration for the new option in the first such disposition was
egual to or greater than the amount by which the fair market value
of the old share at the time the agreement in respect of the exchanged
option was made exceeds the amount paid by the individual to acquire
the right to acquire the old share;

(b) the share was acquired or the rights under the agreement
were transferred or disposed of, as the case may be, by an individual
who, immediately after the agreement was made, and where the
rights under the agreement were acquired by the individual as a result
of one or more dispositions in respect of which section 49.4 applied,
at the time that the agreement in respect of the exchanged option was
made and at the time immediately after each disposition, was dealing
at arm’s length with the particular corporation contemplated in
section 48, with the corporation a share of the capital stock of which
the particular corporation contemplated in section 48 has agreed to
selé or to issue, and with the corporation of which he is an employee;
an

(c) the share is a share contemplated in sukiparagra h ii of
paragraph d of subsection 1 of section 110 of the Income Tax Act
(Statutes of Canada).”

(2) This section applies from the taxation year 1988. However,
where that part of section 725.2 of the Taxation Aect preceding
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Haragraph a, enacted by this section, applies in respect of benefits
eemed to have been received in respect of shares acquired or rights
in respect of shares transferred or otherwise disposed of

(a) after 31 December 1987 and before 1 January 1990, the
references therein to “1/4” and “section 49 or any of sections 50 t0 52.1”
shall read as references to “1/3” and “section 49, by virtue of section
49.1 or 49.2, or under section 50, 51 or 52”, respectively;

(b) after 31 December 1989 and before 14 July 1990, it shall read
as it is to read in respect of benefits deemed to have been received
in respect of shares acquired or rights in respect of shares transferred
or otherwise disposed of after 31 December 1987 and before 1 January
1990, except that the reference therein to “1/3” shall read as a
reference to “1/4”;

(c) after 13 July 1990 and before 3 May 1991, it shall read as it
is to read in respect of benefits deemed to have been received in
respect of shares acquired or rights in respect of shares transferred
or otherwise disposed of after 31 December 1989 and before 14 Jul
1990, except that the reference therein to “section 50, 51 or 52” shall
read as a reference to “any of sections 50 to 52.1”.

259. (1) The said Act is amended by inserting, after section
725.2, the following section:

“725.2.1 For the purposes of paragraph a of section 725.2, the
fair market value of a share of the capital stock of a corporation at the
time an agreement in respect of the share was made shall be
determined on the assumption that any subdivision or consolidation
of shares of the capital stock of the corporation, any reorganization
of share capital of the corporation, and any stock dividend of the
corporation occurring after the agreement was made and before the
share Wgs acquired had taken place immediately before the agreement
was made.”

(2) This section applies from the taxation year 1988.

260. (1) Section 726.4.8.16 of the said Act, enacted by section
36 of chapter 1 of the statutes of 1992, is amended

(1) by striking out the word “and” at the end of subparagraﬁh
b of the first paragraph and by inserting, after subparagraph b of the
first paragraph, the following subparagraph:

“(b.1) assistance, within the meaning of paragraph c.0.1 of
section 359, in respect of those qualified expenditures, and”;
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(2) by replacing subparagraph c of the first paragraph by the
following subparagraph:

“(c) any information relating either to the qualified expenditures
in respect of which the corporation has renounced an amount or the
amounts renounced by the corporation, or to any assistance, within
the meaning of paragraph c.0.1 of section 359, in respect of those
qualified expenditures.”;

(3) by striking out the second paragraph.
(2) This section has effect from 20 December 1990.

e. I3, 261. (1) Section 726.4.17.16 of the said Act, enacted by section
s 1264111641 of chapter 1 of the statutes of 1992, is amended

(1) by striking out the word “and” at the end of subparagraﬁh
b of the first para%‘ra h and by inserting, after subparagraph b of the
first paragraph, the following subparagraph:

“(b.1) government assistance or non-government assistance,
within the meanings of section 1029.8.17, in respect of those expenses;
and”;

(2) by replacing subparagraph c of the first paragraph by the
following subparagraph:

“(c) any information relating either to expenses in respect of
which the corporation or partnership has renounced an amount or the
amount so renounced by the corporation or partnership, or to any
government assistance or non-government assistance, within the
meanings of section 1029.8.17, in respect of those expenses.”;

(3) by striking out the second paragraph.
(2) This section has effect from 3 May 1991.

3 262. (1) Section 726.4.18, amended by section 42 of chapter 1

* of the statutes of 1992, is again amended by replacing subparagraph
iii of subparagraph b of the first paragraph by the following
subparagraph:

wo

5

“iii. a share that meets the requirements set forth in paragraphs
a to ¢ of section 726.4.18.1, that is issued as part of a public share issue
in respect of which the receipt for the final prospectus or the
exemption from filing a prospectus was granted after 16 May 1989 and
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that is a common share with full voting rights issued by an issuer
referred to in subparagraph iii of paragraph e, other than a designated
company or a corporation referred to in section 965.11.1 or 965.11.6;”.

(2) This section has effect from 17 May 1989.
263. (1) Section 726.4.36 of the said Act is amended
(1) by striking out the word “and” at the end of subparagraﬁh

b of the first paragraph and by inserting, after subparagraph b of the
first paragraph, the following subparagraph:

c. I-3,
s. 726.4.36,
am.

“(b.1) the amount of any contract payment, government
assistance or non-government assistance, within the meanings of
section 1029.8.17, in respect of those expenditures, and”;

(2) by replacing subparagraph ¢ of the first paragraph by the
following subparagraph:

“(c) any information relating either to expenditures in respect of
which the corporation has renounced an amount or the amounts
renounced by the corporation, or to any contract payment,
government assistance or non-government assistance, within the
meanings of section 1029.8.17, in respect of those expenditures.”;

(3) by striking out the second paragraph.
(2) This section has effect from 14 July 1990.
264. (1) Section 726.6 of the said Act is amended

(1) by replacing that part of subparagraph i of subparagraph a
of the first paragraph preceding subparagraph 1 by the following:

R

wwo
Reo
[=2}

“i. an immovable that has been used in the course of carrying on
a business of farming in Canada by”;

(2) by replacing subparagraphs i to v of subparagraph a.2 of the
first paragraph by the f(ﬁlomgrfg subparagraphs:

“l. the aggregate of all amounts each of which is an amount
deducted in computing his income for the year from property, except
to the extent that the amount was otherwise taken into account in
computing his investment expense or his investment income for the
year, other than any such amount deducted under

(1) section 147, 160, 163, 176, 176.4 or 178, in respect of borrowed
money that was used by the individual, or that was used to acquire
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property that was used by the individual, to make a payment as
consideration for an income-averaging annuity contract, to pay a
premium under a registered retirement savings plan or to make a
c<l)ntribution to a registered pension plan or a deferred profit sharing
plan, or

(2) section 177, the first paragraph of section 360 or section 371,
400, 401, 413, 414 or 418.7;

“ii. the aggregate of

(1) the aggregate of all amounts each of which is an amount
deducted under section 147, paragraph d of section 157 or section 160,
163, 176, 176.4, 178 or 179 in computing his income for the year from
a partnership of which he was a specified member in the fiscal period
thereof ending in the year, and

(2) the aggregate of all amounts each of which is an amount
deducted under section 147.2 or 176.3 in computing his income for the
year in respect of an exgense incurred by a partnership of which he
was a specified member in the fiscal period thereof ending
immediately before the partnership ceased to exist;

“iil. the aggregate of

(1) the aggregate of all amounts, other than allowable capital
losses, each of which is an amount deducted in computing his income
for the year in respect of his share of any loss of a partnership of which
he was a specified member in the fiscal period thereof ending in the
year, and

(2) the aggregate of all amounts each of which is an amount
deducted under section 733.0.0.1 in computing his taxable income for
the year;

“iv. 50 % of the aggregate of all amounts each of which is an
amount deducted under section 371, 400, 401, 413, 414 or 418.7 in
computing his income for the year in respect of expenses incurred and
renounced under section 359.2, 359.4 or 359.6 by a corporation or in
respect of expenses incurred by a partnership of which he was a
specified member in the fiscal period thereof in which the expense was
incurred, other than any such expense that would be referred to in
subparagraph i of paragraph a of section 726.4.10 if the reference
therein to “30 June 1988” were a reference to “31 December 1988”;

“v. the aggregate of all amounts each of which is the amount of
his loss for the year from property or from renting or leasing a rental
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property within the meaning of section 130R46 of the Regulation
respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) or a
property described in Class 31 or 32 of Schedule B to the said
regulation, if the property was owned by the individual or by a
partnership of which he was a member other than a partnership of
v;lhich he was a specified member in the fiscal year thereof ending in
the year;”;

(3) by replacing that part of subparagraph a.3 of the first
paragraph preceding subparagraph i by the following:

“interest in “(a.8) “interest in a family farm partnership” of an individual,

Zamiy «. other than a trust that is not a personal trust, at any time means an

nership”  interest owned by the individual at that time in a partnership where
more than 50 % of the fair market value of the property of the
partnership was attributable to property used, throu%lhout any
24-month period ending before that time, by the partners iF or any
of the persons referred to in subpara%raphs i to iv, principally in the
course of carrying on the business of armin%lin Canada in which any
individual referred in any of subparagraphs i to iii was actively
engaged on a regular and continuous basis, and where all or
substantially all the fair market value of the property of the
partnership at that time was attributable to property used principally
In the course of carrying on the business of farming in Canada by the
partnership or any of the following persons:”;

(4) by replacing subparagraphs i and ii of subparagraph e of the
first paragraph by the fo lovwgrfg subparagraphs:

“i, the aggregate of all amounts each of which is an amount
included in computing his income for the year from property, other
than an amount included under section 113 or paragraph c or c.1 of
section 312, including any amount so includedp un£r section 94 in
respect of a property the income from which would be income from
property, except to the extent that the amount was otherwise taken
into account in computing his investment income or investment
expense for the year;

“ii. the aggregate of all amounts, other than taxable capital
gains, each of which is an amount included in computing his income
for the year in respect of his share of the income of a partnership of
which he was a specified member in the fiscal period thereof ending
in the year, including his share of all amounts included in computing
the income of the partnership under section 94;”;

(5) by replacin% subparagraph iv of subparagraph e of the first
paragraph by the following subparagraph:
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Restrietion
in respect of

a gualified
farm prop-
erty

“iv. the ag%fegate of all amounts each of which is the amount of
his income for the year from property or from renting or leasing a
rental property within the meaning of section 130R46 of the
Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3,
r.1) or a property described in Class 31 or 32 of Schedule B to the said
regulation, if the property was owned by the individual or by a
partnership of which he was a member, other than a partnership of
which he was a specified member in the fiscal year thereof ending in
the year, including any amount included in computing his income for
the year under section 94 in respect of a rental property of the
individual or the partnership or in respect of a property any income
from which woul(f be income from property;”;

(6) by addin%; after subparagraph iv of subparagraph e of the
first paragraph, the following subparagraph:

“v. the amount by which the aggregate of all amounts, other than
amounts in respect of an income-averaging annuity contract or
annuity contract purchased pursuant to a deferred profit sharing plan
or a revoked plan referred to in section 879, included under paragraph
c or c.1 of section 312 in computing his income for the year exceeds
the aggregate of all amounts deducted under paragraph f of subsection
1 of section 336 in computing his income for the year.”;

(7) by replacing the second and third paragraphs by the following
paragraphs:

“For the purposes of subparagraph i of subparagraph a of the first

Earagraph, property of an individual will not be considered to have

een used in the course of carrying on the business of farming in
Canada unless

(a) the property or property for which the property was
substituted, in this subparagraph referred to as “the property”, was
owned, throughout a period of at least 24 months immediately
Breceding the time specified in subparagraph a of the first paragraph,

y a person who was the individual or a person referred to in
subparagraph 2 or 3 of subparagraph i of subparagraph a of the first
paragraph, by a personal trust from which the individual acquired the
property or by a partnership referred to in subparagraph 5 of the said
subparagraph i, and

1. in at least two years during which the property was so owned,
the gross revenue of such a person, or of a personal trust from which
the individual acquired the property, from the farming business
carried on in Canada in which the property was principally used and
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in which such a person or, where the individual is a personal trust,
a beneficiary of the trust was actively engaged on a regular and
continuous basis exceeded the income of the person from all other
sources for the year, or

ii. the %roperty was used by a corporation referred to in
subparagraph 4 of subparagraph i of paragraph a of the first
paragraph or by a partnership referred to in subparagraph 5 of the
said subparagraph i principally in the course of carrying on the
business of farming in Canada throughout a period of at least 24
months during which an individual referred to in any of subparagraphs
1 to 3 of the said subparagraph i was actively engaged on a regular
and conignuous basis in the farming business in which the property
was used; or

(b) where the property was last acquired by the individual or a
partnership before 18 June 1987, or after 17 June 1987 pursuant to
an agreement in writing entered into before that date, the property
or property for which the property was substituted, in this
subparagraph referred to as “the property”, was used principally in
the course of carrying on the business of farming in Canada by a person
or a partnership referred to in any of subparagraphs 1 to 5 of
subparagraph i of subparagraph a of the first paragraph or by a
personal trust from which the individual acquired the property, in the
year the property was disposed of by the individual or in at least five
years during which the property was owned by an individual referred
to in any of subparagraphs 1 to 3 of the said subparagraph i, by a
personal trust from whicﬂ the individual acquired the property, or by
a partnership referred to in subparagraph 5 of that subparagraph i.

Intangible “For the purposes of subparagraph iv of subparag’r?f)h a of the

septal prop-first paragraph, an intangible caﬁital property is deemed to include
capital property in resrgl)ect of which paragraph b of section 437 or
subparagraph c of the first paragraph of section 462 applies and will
not be considered to have been used in the course of carrying on the
business of farming in Canada unless the conditions set out in
subparagraph a or b of the second paragraph, as the case may be, are
met.”

(2) This section applies from the taxation year 1988. However,

(@) subparagraphs i and v of subparagraph a.2 of the first
paragraph of section 726.6 of the Taxation Act, enacted by paragraph
2 of subsection 1, do not apply before 1 January 1989 with respect to
amounts deducted under paragraph a of section 130 of the said Act
in respect of a certified production, within the meaning of parag’raﬁh
j of subsection 1 of section 130R2 of the Regulation respecting the
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Taxation Act (R.R.Q., 1981, chapter 1-3, r.1), of an individual or a
gartnership that is property included in paragraph » of Class 12 of
chedule B to the said regulation;

(b) in its application to the taxation years 1988 and 1989 of a
taxpayer who so elects in the manner prescribed in subsection 3,
subparagraph i of subparagraph e of the first paragraph of section
726.6 of the said Act, enacted by paragraph 4 of subsection 1, shall
read without reference to the words “section 113 or” and
subparagraph 2 of subparagraph i of subparagraph a.2 of the first
paragraph of section 726.6 of the said Act, enacted by paragraph 2
of subsection 1, shall read as follows:

“(2) section 177, to the extent that the aggregate of all amounts
deducted by the taxpayer in the year or a preceding taxation year
ending after 31 December 1987 under that section exceeds the
aggregate of all amounts each of which is an amount included, for the
taxpayer’s taxation year 1988 or 1989, in his investment income or in
computing his income by reason of section 113, the first paragraph of
section 360 or section 371, 400, 401, 413, 414 or 418.7;”;

(¢) in its apFlication to the taxation years 1988 to 1990,
subparagraph 1 of subparagraph i of subparagraph a.2 of the first
paragraph of section 726.6 of the said Act, enacted by paragraph 2
of subsection 1, shall read as if the reference in the French text thereof
to “régime de participation différée aux bénéfices” were a reference
to “régime d'intéressement différé” and subparagraph v of
subpara%raph e of the first paragraph of section 726.6 of the said Act,
enacted by paragraph 6 of subsection 1, shall read as if the reference
in the French text thereof to “régime de participation différée aux
bénéfices ou 4 un régime dont Pagrément est retiré” were a reference
to “régime d’intéressement différé ou 4 un régime révoqué”.

(3) The election referred to in para%}‘aph b of subsection 2 shall
be made by a taxpayer by notifying the Minister of Revenue in
writing, with supporting evidence, that the taxpayer has made a valid
election with the Minister of National Revenue under paragraph b of
subsection 15 of section 81 of the Act to amend the Income Tax Act,
the Canada Pension Plan, the Cultural Property Export and Import
Act, the Income Tax Conventions Interpretation Act, the Tax Court
of Canada Act, the Unemployment Insurance Act, the
Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
concerning the application of paragraph a of the definitions of
“investment expense” and “investment income” set forth in subsection
1 of section 110.6 of the Income Tax Act (Statutes of Canada), in which
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case, notwithstanding section 1010 of the Taxation Act and for the sole
purpose of giving effect to the election, such assessments of tax,
interest and penalties as are necessary shall be made by the Minister
of Revenue and the second and third paragraphs of section 1060.1 and
section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

265. (1) Section 726.6.1 of the said Act is amended

(1) by replacing subparagraphs i and ii of subparagraph ¢ of the
definition of “qualified small business corporation share” in the first
paragraph by the following subparagraphs:

“i. assets used principally in a qualified business carried on
primarily in Canada by the corporation or by a corporation related to
it;

“ii. shares of the capital stock or indebtedness of one or more
other corporations that are connected, within the meaning of the
regulations, with the corporation, if the following conditions are met :

(1) throughout that part of the 24 months immediately preceding
the determination time that ends at the time the corporation acquired
such a share or indebtedness, the share or indebtedness was not
owned by anyone other than the corporation, a person or partnershi
related to the corporation or a person or partnership related to suc
a person or partnership;

(2) throughout that part of the 24 months immediately precedin
the determination time while such a share or indebtedness was owne
by the corporation, a person or partnership related to it or a person
or partnership related to such a person or partnership, it was a share
or indebtedness of a Canadian-controlled private corporation more
than 50 % of the fair market value of the assets of which was
attributable to assets described in subparagraph iii; or”;

(2) by replacing the definition of “share of the capital stock of a
family farm corporation” in the first paragraph by the following
definition:

“ “share of the capital stock of a family farm corporation” of an
individual, other than a trust that is not a personal trust, at any time

family farm means a share of the capital stock of a corporation owned by the

corporation”:

individual at that time, if the following conditions are met:

(a) throughout any 24-month period ending before that time,
more than 50 % of the fair market value of the property owned by the
corporation was attributable to

433



CHAP 16 Taxation Act 1993

i. property used by a person or partnership referred to in any
of subparagraphs 1 to 5 principally in the course of carrying on a
business of farming in Canada in which an individual referred to in
any of subparagraphs 2 to 4 was actively engaged on a regular and
continuous basis:

(1) the corporation,
(2) the individual,

(3) where the individual is a personal trust, a beneficiary of the
trust,

(4) the spouse, a child or the father or mother of the individual
referred to in subparagraph 2 or 3, or

(5) a partnership an interest in which was an interest in a family
farm partnership of an individual referred to in any of subparagraphs
2 to 4;

ii. shares of the capital stock or indebtedness of one or more
corporations all or substantially all of the fair market value of the
property of which was attributable to the property described in
subparagraph iii; or

ili. property described in either subparagraph i or ii;

(b) at that time, all or substantially all of the fair market value
of the property owned by the corporation was attributable to

i. property that has been used by the corporation or a person or
partnership referred to in subparagraph i of subparagraph a
;():rincg)ally in the course of carrying on a business of farming in

anada,

ii. shares of the capital stock or indebtedness of one or more
corporations all or substantially all of the fair market value of the
property of which was attributable to property described in
subparagraph iii, or

ili. property described in either subparagraph i or ii.”;

(3) by replacing subparagraphs a to ¢ of the second paragraph
by the following subparagraphs:

“(a) where, for any period of time in the 24-month period ending
at the determination time, all or substantially all of the fair market
value of the assets of a Earticular corporation that is the corporation
or another corporation that was connected with the corporation cannot
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be attributed to assets described in subparagraph i of subparagraph
¢ of the said definition, shares or indebtedness of corporations
described in subparagraph 2 of subparagraph ii of subparagraph ¢ of
the said definition, or any combination thereof, the reference in the
said subparagraph 2 to “more than 50 %” shall, for the particular
period of time, be read as a reference to “all or substantially all” in
respect of each other corporation that was connected with the
particular corporation and, for the purposes of this subparagraph, a
corporation is connected with another corporation only where

i. the corporation is connected, within the meaning of the
regulations, with the other corporation, and

ii. the other corporation owns shares of the capital stock of the
corporation and, for the purposes of this subparagraph, the other
corporation is deemed to own the shares of the capital stock of any
corporation that are owned by a corporation any shares of the capital
stock of which are owned or are deemed by this subparagraph to be
owned by the other corporation;

“(b) where, at any time in the 24-month fperiod ending at the
determination time, the share was substituted for another share, the
share shall be considered to have met the requirements of the said
definition only where the other share

1. was not owned by any person or partnership other than a
person or partnership described in subparagraph b of the said
definition throughout the period commencing 24 months before the
determination time and ending at the time of substitution, and

ii. was a share of the capital stock of a corporation described in
subparagraph ¢ of the said definition throughout that part of the
period referred to in subparagraph i during which such share was
owned by a person or partnership described in subparagraph b of the
said definition;

“(c) where, at any time in the 24-month period ending at the
determination time, a share referred to in subparagraph ii of
subparagraph ¢ of the said definition was substituted for another
share, that share shall be considered to have met the requirements
of that subparagraph ii only where the other share

i. was not owned by any (Ferson or partnership other than a
person or partnership described in subparagraph 1 of subparagraph
1i of subparagraph ¢ of the said definition throughout the period
commencing 24 months before the determination time and ending at
the time of substitution, and
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ii. was a share of the capital stock of a corporation described in
subparagraph ¢ of the said definition throughout that part of the
period referred to in subparagraph i during which such share was
owned by a person or partnership described in subparagraph 1 of
subparagraph ii of that subparagraph c¢;”;

(4) by replacing subparagraph f of the second paragraph by the
following subparagraph:

“(f) a personal trust is deemed

i. to be related to a person or partnership for any period
througho(tilt which the person or partnership was a beneficiary of the
trust, an

ii. in respect of a share of the capital stock of a corporation, to
be related to the person from whom it acquired the share where, at
the time the trust disposed of the share, all of the beneficiaries, other
than registered charities, of the trust were related to that person or
would have been so related if that person were living at that time;”;

(5) by replacing the period at the end of subparagraph i of the
second paragraph by a semicolon;

(6) by adding, after subparagraph ¢ of the second paragraph, the
following subparagraph:

“(7) where, immediately before the death of an individual, a share
would, but for subparagraph a of the said definition, be a qualified
small business corporation share of an individual, the share is deemed
to be a qualified small business corporation share of the individual if
it was a qualified small business corporation share of the individual
at any time in the 12-month period immediately preceding the death
of the individual.”;

(7) by adding, after the second paragraph, the following
paragraph:

Personal “For the purposes of the definition of “qualified small business

trust corporation share” in the first paragraph and of subparagraph f of the
second para%raﬁh, a personal trust is deemed to include a trust a
trustee of which holds a share for an employee in accordance with
section 53.”

(2) Paragraphs 1, 3 and 7 of subsection 1 apply in respect of
dispositions of shares occurring after 17 June 1987.
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(3) Paragraphs 2, 4, 5 and 6 of subsection 1 apply from the
taxation year 1988.

e I3, 266. (1) The said Act is amended by inserting, after section
s 12662 726.6.1, the following section:

Life insur- “426.6.2 For the purposes of the definition of “qualified small

anee bobey..business corporation” in section 1 and the definitions of “qualified

tion small business corporation share” and “share of the capital stock of
a family farm corporation” in the first paragraph of section 726.6.1,
and for the purposes of the second paragraph of that section 726.6.1,
where a person, in this section referred to as the “insured”, whose
life was insured under an insurance policy owned by a particular
corporation, owned particular shares of the capital stock of the
particular corporation, any corporation connected with the particular
corporation or with which the particular corporation is connected or
any other corporation connected with any such corporation or with
which any such corporation is connected, within the meaning of the
regulations, the following rules apply:

(@) the fair market value of the life insurance policy is deemed,
at any time before the death of the insured, to be its cash surrender
va}iue, within the meaning of paragraph d of section 966, at that time;
an

(b) the total fair market value of assets described in the second
paragraph, other than assets described in subparagraphs i to iii of
subparagraph ¢ of the definition of “qualified small business
corporation share” in the first paragraph of section 726.6.1,
subparagraphs i to iii of subparagraph b of the definition of “share of
the capital stock of a family farm corporation” in the said first
paragraph, or subparagraphs a to d of the definition of “small business
corporation” in section 1, as the case may be, of any of those
corporations not in excess of the fair market value of the assets
immediately after the death of the insured is deemed, until the later
of the redemption, acquisition or cancellation referred to in
subparagraph b of the second paragraph and the date that is 60 daﬁ's
after the payment of the proceeds under the golicy, not to exceed the
cash surrender value, within the meaning of paragraph d of section
966, of the life insurance policy immediately before the death of the

insured.
Interpreta- The assets first referred to in subparagraph b of the first
tion paragraph are
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ss. 726.21,
726.22,
replaced

Prescribed
zone

Amounts
referred to
in s. 726.21

(a) the proceeds, the right to receive the proceeds or attributable
to the proceeds of the life insurance policy of which the particular
corporation was a beneficiary, and

(b) used, directly or indirectly, within the 24-month period
commencing at the time of the death of the insured or, where written
application therefor is made by the particular corporation within that
period, within such longer period as the Minister considers reasonable
In the circumstances, to redeem, acquire or cancel the particular
§haresdowned by the insured immediately before the death of the
insured.”

(2) This section applies in respect of dispositions occurring after
17 June 1987. However, where subparagraph b of the second
paragraph of section 726.6.2 of the Taxation Act, enacted by this
section, applies in respect of dispositions occurring before 13 July
1990, the reference therein to “within the 24-month period
commencing at the time of the death of the insured or, where written
application therefor is made by the particular corporation within that
period, within such longer period” shall read as a reference to “before
13 July 1991 or, where written application therefor is made by the
particular corporation before that date, before such date”.

267. (1) Sections 726.21 and 726.22 of the said Act are replaced
by the following sections:

“426.21 Where, throughout a period, referred to in this title
as the “qualifying period”, of not less than six consecutive months
commencing or ending in a taxation year subsequent to the taxation
year 1994, a taxpayer who is an individual has resided in one or more
particular areas each of which was a prescribed northern zone or
prescribed intermediate zone for the year and has filed for the year
a claim in prescribed form, the taxpayer may deduct, in computing
his taxable income for the year, such of the amounts determined under
section 726.22 as are applicable in his regard.

“726.22 Subject to para_,graﬂh S of section 737.22, the amounts
referred to in section 726.21 are the following: -

(@) the aggregate of all amounts each of which is the product
obtained by applying the specified percentage for the year for the
particular area in which the taxpayer resided to the amount received
or to the value of a benefit received or enjo}}]red, in the year by the
taxpayer in respect of his employment in the particular area by a
person with whom he was dealing at arm’s length in respect of
travelling expenses incurred by the taxpayer or another individual
who was a member of the taxpayer’s household during the part of the
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yfar in which the taxpayer resided in the particular area, to the extent
that

i. the amount received or the value of the benefit, as the case may
be, does not exceed a prescribed amount in respect of the taxpayer
for the period of the year in which he resided in the particular area,
is included and is not otherwise deducted in computing the taxpayer’s
income for the year or any other taxation year, and is not included
in determining an amount deducted under section 752.0.11 for the year
or any other taxation year, and

ii. the travelling expenses were incurred in respect of trips made
in the year by the taxpayer or another individual who was a member
of the taxpayer’s household during the part of the year in which the
taxpayer resided in the particular area;

(b) the lesser of
i. 20 % of the taxpayer’s income for the year, and

ii. the aggregate of all amounts each of which is equal to the
amount obtained by applying the specified percentage for the year for
the particular area in which the taxpayer resided to the aggregate of

(1) $7.50 multiplied by the number of days in the year included
inthe quglifying period in which the taxpayer resided in the particular
area, an

(2) $7.50 multiplied by the number of days in the year included
in that portion of the qualifying period throughout which the taxpayer
maintained and resided in a self-contained domestic establishment in
the particular area, except any day included in computing an amount
deducted under this paragraph by another person who resided on that
day in the establishment.

Specified For the purposes of the first paragraph, the specified percentage
percentage for g taxation year for a particular area 1s

(@) 100 %, where the area is a prescribed northern zone for the
year for the purposes of section 726.21; and

(b) 50 %, where the area is a prescribed intermediate zone for
the year for the purposes of section 726.21.”

(2) This section applies from the taxation year 1988. However,

(a) where section 726.21 of the Taxation Act, enacted by
sut}selalction 1, applies to the taxation years 1988 to 1994, it shall read
as follows:
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“426.21 Where, throughout a period, referred to in this title
as the “qualifying period”, of not less than six consecutive months
commencing or ending in a taxation year, a taxpayer who is an
individual has resided in one or more particular areas each of which
was a prescribed area for the year or for one of the two preceding
taxation years, a prescribed northern zone for the year or a prescribed
intermediate zone for the year and has filed for the year a claim in

rescribed form, the taxpayer may deduct, in computing his taxable
income for the year, such of the amounts determined under section
726.22 as are applicable in his regard.”;

(b) where subparagraph b of the first paragraph of section 726.22
of the Taxation Act, enacted by subsection 1, applies to the taxation
years 1988 to 1990, it shall read as follows:

“(b) subject to section 726.23, the aggregate of all amounts each
of which is equal to the amount obtained by applﬁing the specified
percentage for the year for a particular area in which the taxpayer

resided to the lesser of
i. 20 % of the taxpayer’s income for the year, and
ii. the aggregate of

(1) $450 multiplied by the quotient obtained when the number
of days in the year included in that portion of the qualifying period
throughout which the taxpayer maintained and resided in a
self-contained domestic establishment in the particular area, except
any day included in computing an amount deducted under this
paragraph by another person who resided on that day in the
establisl‘l)ment, is divided by 30, and

(2) $225 multiplied by the amount by which the quotient obtained
when the number of days in the year included in that portion of the
qualifying period throughout which the taxpayer resided in the
particular area is divided by 30, exceeds the quotient obtained under
subparagraph 1.”;

(c) where the second paragraph of section 726.22 of the Taxation
Act, enacted by subsection 1, applies to the taxation years 1988 to
1994, it shall read as follows:

“For the purposes of the first paragraph, the specified percentage
for a taxation year for a particular area 1s,

(@) 100 %, where the area is a prescribed area or a prescribed
northern zone for the year for the purposes of section 726.21;
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(b) except as otherwise provided in subparagraph a, 66 2/3 %,
where the area was a prescribed area for the immediately preceding
taxation year for the purposes of section 726.21;

(c) except as otherwise provided in subparagraph a or b, 50 %,
where the area is a prescribed intermediate zone for the year for the
purposes of section 726.21;

(d) except as otherwise provided in subparagraph a, b or c,
33 1/3 %, where the area was a prescribed area for the second
preceding taxation year for the purposes of section 726.21.”

(3) For the pmg)oses of subparagraphs 1 and 2 of subparagraph
il of subparagraph b of the first paragraph of section 726.22 of the
Taxation Act, enacted by paragraph b of subsection 2, the following
rules apply:

(a) subject to paragraph b, where the quotient obtained is not
a whole number, it shall be rounded to the nearest whole number or,
where it is equidistant from two such consecutive whole numbers, it
shall be rounded to the higher thereof;

(b) where, in a taxation year, a taxpayer resided in more than
one particular area each of which is an area referred to in the second
paragraph of the said section 726.22 for the year, for the purpose of
computing the amount deductible under section 726.21 of the said Act
in computing the taxpayer’s taxable income for the year, the
aggregate of all amounts each of which is a quotient obtained under
the said subparagraph 1 or 2 in respect of any such area for the year
shall not exceed the total of such amounts that would have been
determined for the year if the taxpayer had resided in only one such
area throughout the portion of the qualifying period included in the
year;

(¢) where two or more taxpayers not dealing with each other at
arm’s length resided in the same self-contained domestic
establishment for periods in a taxation year, for the purpose of
computing the amounts deductible under section 726.21 of the said Act
in computing the taxable incomes of those taxpayers for the year, the
total of all quotients obtained for the year under the said subparagraph
1 in respect of the establishment shall not exceed the amount that
would be the quotient obtained under the said subparagraph 1 in
respect of the establishment for the year if the establishment had been
maintained by only one such taxpayer for the total of those periods.

268. (1) The said Act is amended by inserting, after section
726.22, the following section:
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“926.22.1 The aggregate of the amounts determined under
subparagraph a of the first paragraph of section 726.22 for a taxpayer
in respect of travelling expenses incurred in a taxation year in respect
of an 1ndividual shall not be in respect of more than two trips made
by the individual in the year, other than trips for the purpose of
obtaining medical services that are not available in the locality in
which the taxpayer resided.”

(2) This section applies from the taxation year 1988.

269. (1) Section 726.23 of the said Act is replaced by the
following section:

“926.23 The amount determined under subparagraph ii of
subparagraph b of the first paragraph of section 726.22 for a taxation
year for a taxpaKer in respect of a particular area shall not exceed the
amount by which the aggregate of the amounts otherwise determined
under the said subparagraph ii for the year in respect of that particular
area, exceeds the value of, or an allowance in respect of expenses
incurred by the taxpayer for, the taxpayer’s board and lodging in the
particular area that

(a) would, but for subparagraph i of ﬁ)aragraph a of section 42,
be included in computing his income for the year, and

(b) can reasonably be considered to be attributable to that
portion of the qualifying period that is in the year and during which
the taxpayer maintained a self-contained domestic establishment as
his principal place of residence in an area other than a prescribed
northern zone or a prescribed intermediate zone for the year for the
purposes of section 726.21.”

(2) This section applies from the taxation year 1988. However,

(a) where paragraph a of section 726.23 of the Taxation Act,
enacted by subsection 1, applies to the taxation year 1988, the
reference therein to “subparagraph i of 1Parag'raph a of section 42” shall
read as a reference to “paragraph a of subsection 1 of section 42”;

(b) where paragraph b of the said section 726.23 of the Taxation
Act, enacted by subsection 1, applies to the taxation years 1988 to
1994, it shall read as follows:

“(b) can reasonably be considered to be attributable to that
portion of the qualifying dperiod included in the year and during which
the taxpayer maintained a self-contained domestic establishment as
his principal place of residence in an area other than a prescribed area,
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a prescribed northern zone or a prescribed intermediate zone for the
year for the purposes of section 726.21.”

e I3, 270. (1) The said Act is amended by inserting, after section
s 12021, 726.23, the following section:

Restriction “726.23.1 Where on any day an individual resides in more than
one particular area referred to in section 726.22, for the purposes of
that section, the individual is deemed to reside in only one such area

on that day.”
(2) This section applies from the taxation year 1988.
e 13, 271. (1) Title VL.7 of Book IV of Part I of the said Act is
Fat iy, repealed.
Title V1.7,
repealed (2) This section applies in respect of amounts received after 31
December 1990.
¢ 13, 272. (1) Section 729.1 of the said Act is amended by replacing
8 129.1, }-‘hﬁt part preceding subparagraph b of the second paragraph by the
ollowing:

Limited net “929.1 Notwithstanding section 729, the amount that may be
epital - deducted by reason of that section in computin% the taxable income
of a taxpayer for a particular taxation year is the aggregate of

(@) the lesser of

1. the excess contemplated in paragraph b of section 28 for the
particular taxation year in respect of the taxpayer, and

ii. the aggregate of all amounts each of which is an amount
determined by the formula

A X B

C ’

(b) where the taxpayer is an individual, the least of
i. $1 000,

ii. his pre-1986 capital loss balance for the particular taxation
year, and

and

ili. the amount by which the amount claimed in respect of the
taxpayer’s net capital losses under section 729 for the particular
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taxation year exceeds the aggregate of such amounts determined in
respect of his net capital losses by the formula set forth in
subparagraph ii of subparagraph a, that would be required to be
claimed under section 729 for the particular taxation year to produce
the amount determined under subparagraph a for the particular
taxation year.

Interpreta- For the purposes of the formula set forth in subparagraph ii of
tion subparagraph a of the first paragraph,

(@) A is the amount claimed for the particular taxation year by
the taxpayer under section 729 in respect of a net capital loss for a

97 .99

taxation year, in this paragraph referred to as the “loss year”;”.

(2) This section applies from the taxation year 1985 in respect of
the computation of a taxpayer’s taxable income.

e. 1.3, 273. (1) Section 730.2 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) the amount by which the individual’s net capital losses for
taxation years ending before 1 January 1985 exceeds the aggregate
of amounts claimed by him under this title, in respect of those losses,
in computing his taxable income for taxation years preceding the
particular taxation year; and”;

(2) by replacing that part of paragraph b preceding subparagraph
i by the following:

“(b) the amount by which the aggregate of amounts claimed by
him under this title in respect of his net capital loss for the taxation
year 1985 in computing his taxable income for a taxation year
preceding the particular taxation year is exceeded by the lesser of”.

(2) This section applies from the taxation year 1985 in respect of
the computation of a taxpayer’s taxable income.

o 13, 274. (1) Section 734 of the said Act is amended by replacing
s- 734, am that part preceding paragraph a by the following:

) —

Restriction “734. An amount in respect of a non-capital loss, a farm loss,

A o the +,a restricted farm loss or a limited partnership loss is deductible, and

of certain ~an amount in respect of a net capital loss may be claimed, for a

% particular taxation year under section 727, 728.1, 729, 731, 733.0.0.1
or 737 only to the extent that it exceeds the aggregate of”.
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(2) This section applies from the taxation year 1985 in respect of
the computation of a taxpayer’s taxable income. However, where that
Eart of section 734 of the Taxation Act preceding paragraph a, enacted

y this section, applies before 26 February 1986, it shall read without
reference therein to limited partnership losses and to section 733.0.0.1
of the said Act.

275. (1) Section 736 of the said Act is amended

(1) by replacing subparagraph c of the second paragraph by the
following subparagraph:

oo
a5
&0
&
3

“(c) each capital property owned by the corporation immediately
before that time, other than a property in respect of which an amount
would, but for this subparagraph, be required by subparagraph a to
be deducted in computing its adjusted cost base to the corporation or
a depreciable property of a prescribed class to which, but for this
subparagraph, r?amgmph a of section 736.0.2 would apply, as is
designated by the corporation in its fiscal return under this Part for
the taxation year that ended immediately before that time or in a
prescribed form filed with the Minister on or before the day that is
90 days after the day on which a notice of assessment of tax payable
for the year or notification that no tax is payable for the year is mailed
to the corporation, is deemed to have been disposed of by the
corporation immediately before the time that is immediately before
that time for proceeds of disposition equal to the lesser of the fair
market value of the property immediately before that time and the
greater of the adjusted cost base to the corporation of the property
immediately before the disposition and such amount as is designated
by the corporation in respect of the property, and is deemed, subject
to the third paragraph, to have been reacquired by it at that time at
a cost equal to the proceeds of disposition thereof;”;

(2) by adding, after the second paragraph, the following
paragraph:

Cases where “Notwithstanding subparagraph ¢ of the second paragraph and
the capital  for the purposes of Division IT of Chapter II of Title III of Book III,
depreciable sections 130, 130.1, 142 and 149 and any regulation made under
bxeedsthe paragraph a of section 130 or section 130.1, where the property is
procecds of depreciable property of the corporation the capital cost of which to

the corporation immediately before the disposition exceeds the

proceeds of disposition determined under the said subparagraph c,

(a) the cagital cost of the property to the corporation at that time
is deemed to be the amount that was its capital cost immediately
before the disposition, and
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c. I-3,
s. 737,
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Net capital
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deceased
taxpayer

(b) the excess is deemed to have been allowed to the corporation
in respect of the property under the regulations made under
paragraph a of section 130 in computing its income for taxation years
ending before that time.”

(2) This section applies in respect of acquisitions of control of a
corporation occurring after 13 July 1990, other than acquisitions of
control where the persons acquiring control were obliged on that date
to acquire control pursuant to the terms of an agreement in writing
entered into on or before that day.

276. (1) Section 737 of the said Act is replaced by the following
section:

“437. Wherea taxFayer dies in a taxation year, for the purposes
of computing his taxable income for that year and the preceding
taxation year, the following rules apply:

(@) section 729 shall read as follows:

“729. A taxpayer may deduct the taxpayer’s net capital losses
for all his taxation years not claimed in computing the taxpayer’s
taxable income for any other taxation year.”; and

(b) subparagraph b of the first paragraph of section 729.1 shall
read as follows:

“(b) the amount by which the amount claimed in respect of the
taxpayer’s net capital losses under section 729 for the particular
taxation year exceeds the aggregate of

i. all amounts in respect of the taxpayer’s net capital losses that,
using the formula in subparagraph ii of subparagraph a, would be
required to be claimed under section 729 for the particular taxation
year to produce the amount determined under subparagraph a for the
particular taxation year, and

ii. all amounts each of which is an amount deducted by the
taxpayer under Title VI.5 of Book IV in comguting the taxpayer’s
taxable income for a taxation year, except to the extent that, where
the particular year is the year in which the taxpayer died, the amount
claimed under section 729 for the preceding taxation year in respect
of the taxpayer’s net capital losses exceeds the amount so determined

"

under subparagraph i.”.

(2) This section applies from the taxation year 1985 in respect of
the computation of a taxpayer’s taxable income.
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e 13, 277. (1) Section 737.1 of the said Act is amended by re%lacing
s. 8.1, gubparagraph ii of paragraph b by the following subparagraph:

am.

“li, at the end of the taxation year ending before 1 January 1998
and in which he died, nil, where the tax payable by the individual
under this Part for that year is computed under sections 758 to 766.1,
an}(li the excess determined under paragraph a of section 737.2, in any
other case;”.

(2) This section applies from the taxation year 1988.

¢ 13, 278. (1) Section 737.22 of the said Act, amended by section 53
s 8122 of chapter 1 of the statutes of 1992, is again amended by replacing
paragraph f by the following paragraph:

“() subparagraphs 1 and 2 of subparagraph ii of subparagraph
b of the first paragraph of section 726.22 shall read as follows:

“(1) $7.50 multiplied by the number of days in the year included
in the qualifying period in which the taxpayer resided in the particular
area, except any day included in his research activity period as defined
in paragraph ¢ of section 737.19;

“2) $7.50 multiplied by the number of days in the year included
in that portion of the qualifying period throughout which the taxpayer
maintained and resided in a self-contained domestic establishment in
the particular area, except any day either included in his research
activity period as defined in paragraph c of section 737.19 or included
in computing an amount deducted under this paragraph by another

person who resided on that day in the establishment.”.”

(2) This section applies from the taxation year 1988. However,
where paragraph f of section 737.22 of the Taxation Act, enacted by
thi?‘ ?iection, applies to the taxation years 1988 to 1990, it shall read
as follows:

“(f) subparagraphs 1 and 2 of subparagraph ii of subparagraph
b of the first paragraph of section 726.22 shall read as follows:

“(1) $450 multiplied by the quotient obtained when the number
of days in the year included in that portion of the qualifying period
throughout which the taxpayer maintained and resided in a
self-contained domestic establishment in the particular area, except
any day either included in his research activity period as defined in
paragraph ¢ of section 737.19 or included in computing an amount
deducted under this paragraph by another person who resided on that
day in the establishment, is divided by 30;
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“2) $225 multiplied by the amount by which the quotient
obtained when the number of days in the year included in that portion
of the qualifying period throughout which the taxpayer resided in the
particular area, except any day either included in his research activity
period as defined in paragraph c of section 737.19, is divided by 30,
exceeds the quotient obtained under subparagraph 1.”.”

c. 13, 279. (1) Sections 743 to 744.1 of the said Act are replaced by
sun>  the following sections:

replaced

L:ss related “443. The amount of any loss sustained by a taxpayer arisin

toashare from transactions relating to a share he owned that was not a capita
apital prop-property and in respect of which he received a dividend, is deemed
i to be equal to the amount by which the amount of that loss otherwise

determined exceeds

(a) where the taxpayer is an individual and the corporation that
paid the dividend is a taxable Canadian corporation, the aggregate
of all amounts each of which is a dividend, other than a capital gains
dividend within the meaning of sections 1106 and 1116, on the share
received by the taxpayer,

(b) where the taxpayer is a corporation, the aggregate of all
amounts each of which is a taxable dividend on the share received by
the taxpayer, to the extent of the amount thereof that was deductible
in computing the taxpayer’s taxable income or taxable income earned
in Canada for any taxation year by reason of sections 738 to 745 or
section 845 or 1091, or a dividend, other than a taxable dividend, on
the share received by the taxpayer, and

(c) in any other case, nil.

Exception _ The first paragraph does not apply in respect of the amount of
a dividend received by a taxpayer on which the taxpayer was required
to pay a prescribed tax.

Fair market “d44. For the purposes of section 83 and the regulations made
vale of 2 thereunder, where a taxpayer, other than a prescribed trust, or a
not eapital - partnership holds a share that is not a capital property and receives
Propey a dividend in respect of that share, there shall, in computing the fair

market value of the share at any time after 12 November 1981, be

added to such value otherwise computed, an amount equal to

(a) where the holder of the share is an individual and the
corporation that paid the dividend is a taxable Canadian corporation,
the aggregate of all amounts each of which is a dividend, other than
a capital gains dividend within the meaning of sections 1106 and 1116,

448



1993 Taxation Act CHAP 16

on the share received before that time by the holder or that would
have been so received if this Part were read without reference to
section 666,

(b) where the holder of the share is a corporation, the aggregate
of all amounts each of which is a taxable dividend, to the extent of the
amount thereof that was deductible in computing the holder’s taxable
income or taxable income earned in Canada for any taxation year by
reason of this title or section 845 or 1091, or a dividend, other than
ﬁ tigxable dividend, on the share received before that time by the

older,

(c¢) where the holder of the share is a partnership, the aggregate
of all amounts each of which is a dividend, other than a capital gains
dividend within the meaning of sections 1106 and 1116, on the share
received before that time by the holder, and

(d) in any other case, nil.

Exception The first paragraph does not apply in respect of the amount of
a dividend received by the holder of the share and on which he was
required to pay a prescribed tax.

Loss related “744.1 A taxpayer who is a member of a partnership and who
toashare pecejyes g dividend in resFect of a share that is not a capital property
capital prop-0f the partnership shall compute his share of any loss of the
e partnership arising in respect of the share by subtracting from the

amount of the loss, otherwise computed, an amount equal to

(a) where the taxpayer is an individual and the corporation that
paid the dividend is a taxable Canadian corporation, the aggregate
of all amounts each of which is a dividend, other than a capital gains
dividend within the meaning of sections 1106 and 1116, on the share
received by the taxpayer,

(b) where the taxpayer is a corporation, the aggregate of all
amounts each of which is a taxable dividend, to the extent of the
amount thereof that was deductible in computing the taxpayer’s
taxable income or taxable income earned in Canada for any taxation
year by reason of sections 738 to 745 or section 845 or 1091, or a
dividend, other than a taxable dividend, on the share received by the
taxpayer, and

(¢) in any other case, nil.

Exception The first paragraph does not apply in respect of the amount of
a dividend received by a taxpayer on which the taxpayer was required
to pay a prescribed tax.
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(2) This section, where it replaces sections 743 and 744.1 of the
Taxation Act, applies in respect of the determination of losses arising
in taxation years ending after 31 December 1989 and also applies in
respect of the determination of losses arising in a taxpayer’s taxation
years ending after 31 December 1984 and before 1 January 1990 where
the taxpayer notifies the Minister of Revenue in writing, with
supporting evidence, that the taxpayer has made a valid election with
the Minister of National Revenue under paragraph b of subsection 6
of section 84 of the Act to amend the Income Tax Act, the Canada
Pension Plan, the Cultural Property Export and Import Act, the
Income Tax Conventions Interpretation Act, the Tax Court of Canada
Act, the Unemployment Insurance Act, the Canada-Newfoundland
Atlantic Accord Implementation Act, the Canada-Nova Scotia
Offshore Petroleum Resources Accord Implementation Act and
certain related Acts (S.C., 1991, chapter 49), concerning the
application of subsection 4 or 4.2 of section 112 of the Income Tax Act
(Statutes of Canada), in respect of the determination of any loss
arising in any such taxation year, in which case, notwithstanding
section 1010 of the Taxation Act and for the sole purpose of giving
effect to the election, such assessments of tax, interest and penalties
as are necessary shall be made by the Minister of Revenue and the
second and third paragraphs of section 1060.1 and section 1066.2 of
the said Act shall apply thereto, with such modifications as the
circumstances require.

(3) This section, where it replaces section 744 of the Taxation
Act, applies to taxation years ending after 31 December 1989 and also
applies to a taxpayer’s taxation years ending after 31 December 1984
and before 1 January 1990 where the taxpayer notifies the Minister
of Revenue in writing, with supporting evidence, that the taxpayer
has made a valid election with the Minister of National Revenue under
paragraph b of subsection 7 of section 84 of the Act to amend the
Income Tax Act, the Canada Pension Plan, the Cultural Property
Export and Import Act, the Income Tax Conventions Interpretation
Act, the Tax Court of Canada Act, the Unemployment Insurance Act,
the Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
concerning the application of subsection 4.1 of section 112 of the
Income Tax Act (Statutes of Canada) to any such taxation year, in
which case, notwithstanding section 1010 of the Taxation Act and for
the sole purpose of giving effect to the election, such assessments of
tax, interest and penalties as are necessary shall be made by the
Minister of Revenue and the second and third paragraphs of section
1060.1 and section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.
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e I3, 280. (1) Section 752.0.8 of the said Act is amended by replacing
s. 5208, the second paragraph by the following paragraph:
Amounts “The amounts to which the first paragraph refers are the amounts

included

that are included in computing the income of an individual for the year
under sections 92.11 to 92.19.”

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

T 281. (1) Section 752.0.11.1 of the said Act is amended

(1) by replacing paragraph j by the following paragraph:

“Y’) for or in respect of an artificial limb, iron lung, rocking bed
for poliomyelitis victims, wheelchair, crutches, spinal brace, brace for
a limb, ileostomy or colostomy pad, truss for hernia, artificial eye,
laryngeal speaking aid, aid to hearing or artificial kidney machine;”;

(2) by inserting, after paragraph j, the following paragraph:

“(4.1) for or in respect of diapers, disposable briefs, catheters,
catheter trays, tubing or other products required by a person by
reason of incontinence caused by illness, injury or affliction;”;

(3) by replacing paragraph m by the following paragraph:

“(m) as remuneration for one full-time attendant on a person in
respect of whom an amount would, but for paragraph d of section
752.0.14, be deductible by reason of sections 752.0.14 to 7562.0.16 in
computing an individual’s tax payable under this Part for the taxation
year in which the expense was incurred if, at the time the
remuneration is paid, the attendant is neither the person’s spouse nor
under 18 years of age, or for the full-time care in a nursing home of
such a person;”;

(4) by inserting, after paragraph m, the following paragraph:

“(m.1) as remuneration for an attendant for care provided in
Canada to a person in respect of whom an amount may be deducted
by reason of sections 752.0.14 to 752.0.16 in computing an individual’s
tax payable under this Part for the taxation year in which the expense
was incurred, to the extent that the total of amounts so paid does not
exceed $5 000, or $10 000 where the person died in the year, if

(@) no amount is included in comf)utin an amount deducted in
respect of the person under Chapter VIII or IX.0.1 of Title VI of Book
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III or paragraph k, I, m or n for the taxation year in which the
remuneration was paid,

(b) at the time the remuneration is paid, the attendant is neither
the person’s spouse nor under 18 years of age, and

(¢) each receipt filed with the Minister to prove payment of the
remuneration was issued by the payee and contains, where the payee
is an individual, the individual’s Social Insurance Number;”;

(5) by replacing paragraphs n and o by the following paragraphs:

“(n) as remuneration for one full-time attendant on a person in
a self-contained domestic establishment in which the person receiving
the care lives, if that person is, and has been certified by a practitioner
to be, a person who, by reason of mental or physical infirmity, is and
is likely to be for a long-continued period of indefinite duration
dependent on others for his personal needs and care if, at the time
the remuneration is paid, the attendant is neither the person’s spouse
nor under 18 years of age and the receipt filed with the Minister to
prove payment of the remuneration was issued by the payee and
contains, where the payee is an individual, the individual’s Social
Insurance Number;

“(0) on behalf of a person who is totallﬁ blind or profoundly deaf
or has a severe and prolonged impairment that markedly restricts the
use of the person’s arms or legs,

i. for an animal specially trained to assist the person in coping
with the impairment and provided by a person or organization one of
whose main purposes is such training of animals,

ii. for the care and maintenance of such an animal, including food
and veterinarian care,

iii. for reasonable travelling expenses of the person incurred for
the purpose of attending a school, institution or other facility that
trains, in the handling of such animals, individuals who are so
impaired, and

iv. for reasonable board and lodging expenses of the person
incurred for the purpose of attending full-time courses at a place
described in subparagraph iii;”;

(6) by replacing paragraphs r and s by the following paragraphs:

“(r) for reasonable expenses relating to renovations or
alterations to a dwelling of a person who lacks normal physical
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development or has a severe and prolonged mobility impairment, to
enable the person to gain access to, or to be mobile or functional
within, the dwelling;

“(s) for any device or equipment not otherwise described in this
section, if it is used by a person as prescribed by a practitioner, is
prescribed by regulation and meets such conditions as may be
prescribed as to its use or the reason for its acquisition.”

(2) Paragraphs 1 to 5 of subsection 1 and paragraph 6 of
subsection 1, where it replaces paragraph r of section 752.0.11.1 of
the Taxation Act, apply in respect of expenses incurred after 31
December 1990.

(3) Paragraph 6 of subsection 1, where it replaces paragraph s
of section 752.0.11.1 of the Taxation Act, has effect from 17 December
1991.

282. (1) Section 752.0.14 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) the individual has a severe and prolonged mental or physical
impairment the effects of which are such that the individual’s ability
to perform a basic activity of daily living is markedly restricted;”;

(2) by replacing paragraph d by the following paragraph:

“(d) neither the individual nor any other person has included, in
computing a deduction under section 752.0.11 for the year, otherwise
than by reason of paragraph m.1 of section 752.0.11.1, an amount in
respect of remuneration for an attendant or care in a nursing home,
in respect of the individual.”

(2) This section applies from the taxation year 1991.
283. (1) Section 752.0.15 of the said Act is amended by

* replacing that part preceding paragraph a by the following:

“752.0.15 An individual may deduct from his tax otherwise
payable for a taxation year under this Part the excess of 20 % of an
amount of $2 200 over the taxes payable for the year under this Part,
computed before making any deduction contemplated in this book,
other than those contemplated in sections 752.0.1 to 752.0.10, by any
person, other than a person in respect of whom the person’s spouse
deducts for the year an amount under Chapter 1.0.1 or 1.0.4, who is
resident in Canada at any time in the year and in respect of whom the
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individual has claimed a deduction for the year under section 752.0.1,
pursuant to paragraphs b to g of the said section, or could have claimed
_stl’lch a deduction if such person had had no income during the year,
if”.

(2) This section applies from the taxation year 1988.

284. (1) Section 752.0.17 of the said Act is replaced by the
following section:

“452.0.17 For the purposes of sections 42.0.1, 752.0.11 to
752.0.16 and this section,

(@) an impairment is prolonged where it has lasted, or may
reasonably be expected to last, for a continuous period of a least 12
months;

(b) anindividual’s ability to perform a basic activity of daily living
is markedly restricted only where all or substantially all of the time,
even with therapy and the use of appropriate devices and medication,
the individual is blind or unable, or requires an inordinate amount of
time, to perform a basic activity of daily living;

(¢) a basic activity of daily living of an individual means
i. perceiving, thinking and remembering,
ii. feeding and dressing oneself,

iii. speaking so as to be understood, in a quiet setting, by another
person familiar with the individual,

iv. hearing so as to understand, in a quiet setting, another person
familiar with the individual,

v. eliminating (bowel or bladder functions), or
vi. walking; and

(d) for greater certainty, no other activity, including working,
housekeeping or a social or recreational activity, shall be considered
as a basic activity of daily living.

The Minister may obtain the advice of an agency or of another
department to determine whether an individual in respect of whom
an amount has been deducted under section 752.0.14 or 752.0.15 has
a severe and Erolonged mental or physical impairment the effects of
which are such that the individual’s ability to perform a basic activity
of daily living is markedly restricted, and any person referred to in
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that section shall, on request in writing by the agency or the other
department for information with respect to an individual’s impairment
and its effect on the individual, provide the information so requested.”

(2) This section applies from the taxation year 1991.

285. (1) Section 752.0.24 of the said Act is replaced by the
following section:

“452.0.24 Where an individual is resident in Canada during
part of a taxation year and during some other part of the year is not
resident in Canada, is not employed in Canada and is not carrying on
business in Canada, the following rules apply for the purpose of
computing his tax payable under this Part for the year:

(@) no amount may be deducted by the individual under sections
752.0.1 to 752.0.19, except

i. such amount deductible under sections 752.0.8, 752.0.9 and
752.0.11 to 752.0.13.1 as may reasonably be considered wholly
applicable to any period in the year throughout which the individual
is resident in Canada, employed in Canada or carrying on business
in é]anada, computed as if such period were a whole taxation year,
an

ii. such part of any amount deductible under sections 752.0.1 to
752.0.7 and 752.0.14 to 752.0.19 as may reasonably be considered
applicable to any period contemplated in subparagraph i, computed
as if such period were a whole taxation year; and

(b) such amount as is deductible for the year under each of
sections 752.0.1 to 7562.0.19 in respect of a period in the year that is
not contemplated in subparagraph i of subparagraph a shall be
computed as if such period were a whole taxation year.

Notwithstanding the foregoing, the amount deductible for the
year by the individual under any of sections 752.0.1 to 752.0.19 shall
not exceed the amount that would have been deductible under that
section had the individual been resident in Canada throughout the
year.”

(2) This section applies from the taxation year 1988. However,
where subparagraph i of subparagraph a of the first paragraph of
section 752.0.4 of the Taxation Act, enacted by this section, applies
to the taxation year 1988, the reference therein to “to 752.0.13.1” shall
read as a reference to “to 752.0.13”.
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e 13, 286. (1) The said Act is amended by inserting, after section
s 662 766.1, the following section:

“CHAPTER II.1
“ADDITION IN RESPECT OF RETROACTIVE PAYMENTS

Disability “7966.2 Where, by reason of section 309.1, an individual does
pension and ot include in computing his income for a particular taxation year a
adjustment portion of any amount that relates to a preceding taxation year, the
™ Individual shall add to his tax otherwise payable under this Part for
the particular year the aggregate of all amounts each of which is the
amount by which the amount that would have been the tax payable
under this Part by the individual for the preceding year if that portion
of the amount that relates to the preceding year had been included
in computing his taxable income for the preceding year, exceeds the
tax payable under this Part by the individual for the preceding year.

Deemed For the purposes of the first paragraph, where an individual was

residence  poagjdent in anada but outside Québec on the last day of a preceding
taxation year, the individual is deemed to have been resident in
Québec on the last day of that preceding year.”

(2) This section applies from the taxation year 1990.
e 13, 287. (1) Section 771.1.10 of the said Act, amended by section

s. 771.1.10,

. 68 of chapter 1 of the statutes of 1992, is again amended by replacing
paragraph a by the following paragraph:

“(a) the aggregate of all amounts each of which is an amount in
respect of a partnership of which the corporation was a member in
the year equal to the lesser of

i. the aggregate of all amounts each of which is an amount in
respect of an eligible business carried on in Canada by the corporation
as a member of the partnership equal to the amount by which the
aggregate of all amounts each of which is the corporation’s share of
the income, determined in accordance with Title XI of Book III, of
the partnership for a fiscal period ending in the year from the business
exceeds the aggregate of all amounts each of which is an amount
deducted in computing the corporation’s income for the year from the
business, other than an amount that was deducted by the partnership
in computing its income from the business, and

ii. that proportion of the lesser of $200 000 and the product
obtained when $548 is multiplied by the number of days contained in
afiscal period of the partnership ending in the year that the aggregate
of all amounts each of which is the corporation’s share of the income,
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determined in accordance with Title XI of Book II1, of the partnership
for a fiscal period ending in a fiscal period ending in the year from an
eligible business carried on in Canada is of the aggregate of all
amounts each of which is the income of the partnership for a fiscal
period referred to in subparagraph i from an eligible business carried
on by it in Canada, and”.

(2) This section applies from the taxation year 1989 of a
corporation.

e I3, 288. (1) Section 771.1.11 of the said Act is replaced by the

Sentoced - following section:

“specified “d71.1.11 For the purposes of this title, the expression

partnership “specified partnership loss” of a corporation for a taxation year means
the aggregate of all amounts each of which is an amount in respect
of a partnership of which the corporation was a member in the year
equal to the aggregate of

(a) allamounts each of whichis the corporation’s share of the loss,
determined in accordance with Title XI of Book III, of the partnership
for a fiscal period ending in the year from an eligible business carried
on in Canada by the corporation as a member of the partnership, and

(b) all amounts each of which is the amount by which the
aggregate of all amounts each of which is an amount deducted in
computing the corporation’s income for the year from an eligible
business carried on in Canada by the corporation as a member of the
partnership, other than an amount that was deducted by the
partnership in computing its income from the business, exceeds the
aggregate of all amounts each of which is the corporation’s share of
the income, determined in accordance with Title XI of Book III, of
Ehe_partnership for a fiscal period ending in the year from the

usiness.”

(2) This section applies from the taxation year 1989 of a
corporation.

¢ 13, 289. (1) Section 772.1 of the said Act is amended by replacing
721, the second paragraph by the following paragraph:

am.

Tax other- “For the purposes of this section, tax otherwise payable for the

wise payableyegr under this Part means the tax payable, computed pursuant to
this Part, before making any deduction or addition under this section,
and sections 752.1 to 752.5, 766.2, 767, 772, 776 to 776.1.5, 776.17,
776.29 to 776.40, 1183 and 1184.”

(2) This section applies from the taxation year 1990.

457



CHAP 16 Taxation Act 1993

¢ 13, 290. (1) Section 776.29 of the said Act, amended by section 171

51629 of chapter 21 of the statutes of 1992, is again amended by inserting,
after subparagraph iii of subparagraph c¢ of the first paragraph, the
following subparagraph:

“iii.1 any part of an amount relating to a preceding taxation year
which is received by the individual in the year and which he has
elected, under section 309.1, not to include in computing his income
for the year;”.

(2) This section applies from the taxation year 1990.
291. (1) Section 776.45 of the said Act is amended

(1) by replacing the period at the end of paragraph d by a
semicolon;

e 1-3,
s. 776.45,
am.

(&) by adding, after paragraph d, the following paragraph:

“(e)_a trust described in subparagraph a of the first paragraph
and in the second paragraph of section 653 for its taxation year in
which the spouse referred to in the said subparagraph a dies.”

(2) This section applies from the taxation year 1986.

e 13, 292. (1) Section 776.60 of the said Act, amended by section 83
L J16.80. of chapter 1 of the statutes of 1992, is again amended by replacing the
second paragraph by the following paragraph:

Deductible “Notwithstanding the first paragraph, an amount otherwise

amount  deductible by the individual for the year in computing his taxable
income or his taxable income earned in Canada, as the case may be,
other than an amount referred to in this title, shall be equal to the
amount that would otherwise be deductible were it not for this Book,
except the amount deductible under section 725 which shall be equal
to the amount that would be deductible under the said section 725 if
section 776.56 applied in computing the individual’s income for the
year.”

(2) This section applies from the taxation year 1986.
e I3, 293. (1) Section 776.61 of the said Act is amended by replacing

s, 776.61,

o that part preceding paragraph b by the following:

Amounts “776.61 For the purposes of section 776.51, the only amounts

bymai© deductible by the individual for the year in computing his taxable

vidial  jncome or his taxable income earned in Canada, as the case may be,
under sections 727, 728.1, 729, 731 and 733.0.0.1 are
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; (a) as regards sections 727, 728.1, 731 and 733.0.0.1, the lesser
") y

i. the aggregate of all amounts deducted by him under the said
sections for the year, and

ii. the aggregate of all amounts that would be deductible under
the said sections for the year if sections 776.53, 776.54, 776.55 and
776.57 were applicable in computing the individual’s non-capital loss,
farm loss, restricted farm loss and the limited partnership loss for any
taxation year commencing after 31 December 1985; and”.

(2) This section applies to taxation years commencing after 31
December 1985.

c. 13, 294. (1) Section 797 of the said Act is amended by replacing
s. 197 am. paragraph d of subsection 2 by the following paragraph:

“(d) debt obligations of a bank, another credit union or a
corporation licensed or otherwise authorized under the laws of Canada
or of a province to offer in Canada its services as trustee, deposits with
a bank or such a credit union or corporation, or debt obligations or
deposits guaranteed by a bank or such a credit union or corporation;”.

(2) This section has effect from 28 February 1992.

e I3, 295. (1) Section 799 of the said Act is replaced by the following
s. 799, i .
replaced  S€CEION:
Inclusion in “799. In computing the income of a credit union for its first

computing taxation year that commences after 17 June 1987 and ends after 31
of acredit December 1987, the credit union shall include any amount deducted
" by it as a reserve under this section in computing its income for the

preceding taxation year and may deduct its 1971 reserve adjustment

within the meaning of the regulations.”
(2) This section has effect from 14 December 1990.

e 13, 296. (1) Section 803.1 of the said Act is replaced by the
seieai  following section:

Election in “803.1 A credit union may, within 120 days after the end of its
respect of - taxation year, elect in prescribed form to allocate in respect of the year

allocations . . . : .

of taxable  t0 a member that is a credit union such portion of each of the following
dividends .

and capital @mounts as may be regarded as attributable to the member:

gains
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(a) the aggregate of all amounts each of which is the amount of
a taxable dividend received by the credit union from a taxable
Canadian corporation in the year;

(b) the amount by which the aggregate of all amounts each of
which is the amount by which the credit union’s capital gain from the
disposition of a property in the year exceeds its taxable capital gain
from the disposition of that property, exceeds the aggregate of all
amounts each of which is the amount by which the credit union’s
capital loss from the disposition of a property in the year exceeds its
allowable capital loss from the disposition of that property; and

(c) each amount deductible under paragraph c of section 803.2 in
computing the credit union’s taxable income for the year.”

(2) This section applies from the taxation year 1988.

297. (1) Section 803.2 of the said Act is amended by replacing
paragraph b by the following paragraph:

“(b) the credit union must include in computing its income for the
year the amounts referred to in paragraphs b and ¢ of section 803.1
that it has elected to allocate in respect of the year; and”.

(2) This section applies from the taxation year 1988.

298. (1) Section 805 of the said Act is amended by replacing
subparagraph b of the first paragraph by the following subparagraph:

“(b) any deposit, deposit certificate or guaranteed investment
certificate with a bank, with a corporation licensed or otherwise
authorized by or under the laws of Canada or a province to carry on
in Canada or in a province the business of offering to the public its
services as trustee, or with a central or a savings and credit union that
is a member of the Canadian Payments Association or a savings and
credit union that is a member or shareholder of a central that is itself
a member of the Canadian Payments Association;”.

(2) This section has effect from 28 February 1992.

299. (1) Section 824 of the said Act is amended by replacing
subsection 1 by the following subsection:

“824. (1) Notwithstanding any other provision of this Part, the
amount of the income of a life insurer resident in Canada resulting
from the carrying on of an insurance business is the income resulting
from the carrying on of that insurance business in Canada.”
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(2) This section applies from the taxation year 1990.
e 13, 300. (1) Section 825 of the said Aect is amended

s. 825, am.

(1) by replacing subparagraph a of the second paragraph by the
following subparagraph:

“(a) all taxa}ble dividends and amounts received or receivable as,
on account of, in lieu of or in satisfaction of, interest, rentals or
royalties included in its gross income for the year;”;

(2) by striking out the word “and” at the end of subparagraph
¢ of the second paragraph;

(3) by replacing the period at the end of subparagraph d of the
second paragraph by a semicolon and the word “and”;

(4) by adding, after subparagraph d of the second paragraph, the
following subparagraph:

“(e) the amount bK which the aggregate of all amounts included
by reason of paragraph c of section 312 in computing its income for
the year exceeds the aggregate of all amounts deducted under
p}?ragraph f of subsection 1 of section 336 in computing its income for
the year.”

(2) This section applies from the taxation year 1990.
e 13, 301. (1) Section 828 of the said Act is replaced by the following

s. 828, e
replaced  S€ction:

mwer  “828. Notwithstanding any other provision of this Part, a life
ing on jngurer resident in Cana at ca on an ins i
carrying on dent in Canada that carries on an insurance business in

in Canads - Canada and elsewhere in a taxation year shall not include in computin%
where . its income for the year its taxable capital gains and allowable capita
losses for the year resulting from the disposition of property used or
held by it in the year in the course of carrying on an insurance business
but not resultin%from the disposition of property used or held by it
in the year in the course of carrying on an insurance business in

Canada.”

(2) This section applies from the taxation year 1990.

¢ 13, 302. (1) Section 832.3 of the said Act is amended by replacing
s 323 subparagraph b of the first paragraph by the following subparagraph:

“(b) the transferor has, at the time referred to in subparagraph
a or within 60 days thereafter, transferred all or substantially all of
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the property, in this section referred to as the “transferred property”,
owned by it at that time and used or held by it in the year in the course
of carrying on the insurance business in Canada referred to in
subparagraph a to a corporation, in this section referred to as the
“transferee”, that is a prescribed corporation which, immediately
after that time, commenced to carry on that insurance business in
Canada, and the consideration for the transfer includes shares of the
capital stock of the transferee;”.

(2) This section applies in respect of transfers of an insurance
business occurring after 15 December 1987.

o 13, 303. (1) Section 835 of the said Act is amended by replacing
s. 835 am. that part preceding paragraph a by the following:
Interpreta- “833. In this title, sections 92.11 to 104, 130, 130.1, 135, 137 to

tion 163.1, 176 to 179, 183, 428 to 451, 570 and 736.1 and Part IL,”.

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

¢ 13, 304. (1) The said Act is amended by inserting, after section
sh138. 851.32, the following section:

Election in “@51.33 For the purposes of sections 710 to 716.2, where a gift

moheetol made in a taxation year by an inter vivos trust referred to in section
851.25 would, but for this section, be included in the aggregate of its
gifts contemplated in section 710 for the year and the trust so elects
In its fiscal return under this Part for the year,

(a) the trust is deemed not to have made the gift;

(b) each adult member of a family to whom an amount is deemed
under section 851.31 to be payable in the year is deemed to have made,
in the year, such a gift the fair market value of which is equal to the
amount determined by the formula

AXxB
c
Interpreta- For the purposes of the formula set forth in subparagraph b of
tion the first paragraph,

(a) A is the fair market value of the gift made by the trust;

(b) B is the amount deemed under section 851.31 to be payable
in the year in respect of the trust to the adult member; and
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(c) Cisthe aggregate of all amounts deemed under section 851.31
to be payable in the year in respect of the trust to an adult member
of a family.”

(2) This section applies from the taxation year 1990.

13, 305. (1) Section 894 of the said Act is amended
(1) by replacing that part preceding paragraph a by the
following:

Purposes to “894. The plan shall provide that the property of any trust

ix rovided goyerned by the plan, after the payment of trustee and administration
charges, is irrevocably held for any of the following purposes by a
corporation licensed or otherwise authorized under the laws of Canada
ora %row;nce to carry on in Canada the business of offering its services
as a trustee:”;

(2) by replacing paragraph e by the following paragraph:

“(e) payment of an amount to another trust irrevocably holding
the property pursuant to a registered education savings plan for any
of the purposes set out in paragraphs a to d.”

(2) Paragraph 1 of subsection 1 applies in respect of plans entered
into after 20 February 1990.

(3) Paragraph 2 of subsection 1 has effect from 14 July 1990.

e 13 306. (1) Section 895 of the said Act is amended
(1) by replacing that part preceding paragraph & by the
following:
Conditions “895. A plan shall be registered only if the following conditions
for accep-  are met:
lan for
registration (@) at the time of the application for registration, not fewer than

150 subscribers have entered into a contract contemplated in section

893 with the promoter establishing a plan which complied, at the time

it was entered into, with the conditions set out in section 894 and the

gther conditions set out in this section as those sections read at that
ime;”;

(2) by replacing paragraph b by the following paragraph:

“(b) the promoter and each trust governed by the plan are
resident in Canada;”,;
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(3) by striking out the word “and” at the end of paragraph d;
(4) by replacing paragraph e by the following paragraph:

“(e) at the termination of a trust governed by the plan, the
property held by the trust is to be used for any of the purposes
described in section 894;”;

(5) by adding, after paragraph e, the following paragraphs:

“f) the plan provides that payment of financial assistance
referred to in section 893 may be made to an individual only if the
individual is, at the time the payment is made, in full-time attendance
at a prescribed post-secondary educational institution, enrolled in a
prescribed educational program at the institution and is not a
prescribed tax-exempt person;

“(g) theplan Frovides that no payment may be made into the plan
by or on behalf of a subscriber after the twenty-first year following
the year in which the plan is entered into;

“(h) the plan provides that it must be terminated on or before
the last day of the twenty-fifth year following the year in which the
plan is entered into;

“(1) where the plan provides that a subscriber may name more
than one beneficiary under the plan at any one time, the plan provides
that each of the beneficiaries under the plan is required to be
connected to the subscriber by blood relationship or adoption;

“() the plan provides that the total of all payments made by a
subscriber into the plan in respect of a beneficiary for a year shall not
exceed $1 500;

“(k) the plan provides that the promoter shall, within 90 days
after the time when an individual becomes a beneficiary under the
plan, notify the individual or, where the individual is under 19 years
of age at that time and ordinarily resides with a parent of the
individual, that parent, in writing of the existence of the plan and the
name and address of the subscri%er in respect of the plan; and

“(l) the plan complies with prescribed conditions.”

(2) Paragraphs 1, 3 and 5 of subsection 1 apply in resEect of plans
entered into after 20 February 1990. However, paragraph i of section
895 of the Taxation Act, enacted by paragraph 5, does not apply in
respect of plans entered into before 14 July 1990, and paragraph & of
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the said section 895, enacted by Karagraph 5, does not apply in respect
of plans entered into before 1 April 1991.

(3) Paragraphs 2 and 4 of subsection 1 have effect from 14 July
1990.

307. (1) The said Act is amended by inserting, after section
895, the following section:

“895.1 For the purposes of this section and paragraphs g and
h of section 895, where property irrevocably held by a trust governed
by a registered education savings plan, in this section referred to as
the “transferor plan”, is transferred to a trust governed by another
registered education savings plan, in this section referred to as the
“transferee plan”, the transferee plan is deemed to have been entered
into on the earlier of the day on which the transferee plan was entered
into and the day on which the transferor plan was entered into.”

(2) This section has effect from 21 February 1990.

308. (1) Section 897 of the said Act is replaced by the following
section:

“897. Notwithstanding paragraph d of section 895, the Minister
may approve for registration an education savings plan even though
the promoter has not filed the prospectus contemplated therein in
respect of the plan, if the promoter is not otherwise required by the
laws of Canada or a province to file such a prospectus with a securities
commission or a body performing a similar function in Canada and the
plan complies with the other requirements contemplated in the said
section 895 and in section 894.”

(2) This section applies in respect of education savings plans
registered after 20 February 1990.

309. (1) Section 965.9.7 of the said Act is amended by replacing

* paragraph a by the following paragraph:

“(@) a bank;”.

(2) This section has effect from 28 February 1992.
310. (1) Section 965.11 of the said Act is amended by replacing

» paragraph c¢ by the following paragraph:

_“(c) promissory notes or other debt securities obtained in the
ordinary course of its business and held by a bank, a body governed

465



CHAP 16 Taxation Act 1993

by the Canadian and British Insurance Companies Act (Statutes of
CB;nada) or by the Act respecting insurance (R.S.Q., chapter A-32),
a corporation holding a licence or otherwise authorized by the laws
of Canada or a province to offer its services there as a trustee, or any
other corporation whose principal business is the lending of money or
the purchasing of debts;”.

(2) This section has effect from 28 February 1992.

o I3, 311. (1) Section 965.34.3 of the said Act, enacted by section 144
s 965343, of chapter 1 of the statutes of 1992, is amended

(1) by striking out the word “and” at the end of subparagraﬁh
b of the first paragraph and by inserting, after subparagraph b of the
first paragraph, the following subparagraph:

“(b.1) any government assistance or non-government assistance,
within the meanings of section 1029.8.17, in respect of those expenses;
and”;

(2) by replacing subparagraph c of the first paragraph by the
following subparagraph:

“(c) any information relating either to expenses in respect of
which the guébec business investment company has renounced an
amount or the amount so renounced by the Québec business
investment company, or to any government assistance or
non-government assistance, within the meanings of section 1029.8.17,
in respect of those expenses.”;

(3) by striking out the second paragraph.
(2) This section has effect from 3 May 1991.

¢ 13, 312. (1) Section 966 of the said Act is amended by replacing
s. 96, am. that part preceding paragraph a by the following:
Interpreta- “966. In this title and in sections 92.11 to 92.19,”.

tion

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

e 13, 313. (1) Section 966.1 of the said Act is amended by replacing

s. 966.1

sm b that part preceding paragraph a by the following:
Application “966.1 For the purposes of this title and sections 92.11 to

. 92,11 1]
o219 92.19,”.
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(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

c. 13, 314. (1) Section 967 of the said Act is amended by replacing
s. 967, am. that part preceding paragraph a by the following:

Application “967. For the purposes of sections 157.5, 968, 976 and 976.1,”.
of ss. 157.5,
sre®  (2) This section applies in respect of dispositions occurring after

31 December 1989.
¢ I3, 315. (1) Section 971.1 of the said Act is replaced by the

s¥L  following section:

Transfer of “971.1 Notwithstanding any other provision of this title, where

nterest g interest in a life insurance policy other than an annuity contract
has been transferred to the policyholder’s child for no consideration
and a child of the policyholder or a child of the transferee is the person
whose life is insured under the policy, the interest is deemed to have
been disposed of by the policyholder for proceeds of disposition equal
to the adjusted cost basis to the policyholder of the interest
immediatefy before the transfer and the transferee is deemed to have
acquired the interest at a cost equal to those proceeds.”

(2) This section applies in respect of transfers occurring after 31
December 1989.

c. I3, 316. (1) The said Act is amended by inserting, after section
o3 daead71.1, the following sections:

Inter vivos “971.2 Notwithstanding any other provision of this title, where
emster o an interest of a policyholder in a life insurance policy, other than a
policy referred to in the second paragraph of section 968, has been
transferred to the {)olicyholder’s spouse, to a former spouse of the
policyholder in settlement of rights arising out of their marriage, or
to an individual of the opposite sex pursuant to an order for the
su%port or maintenance of the individual made by a competent
tribunal in accordance with the laws of a province, where the
individual and the fpolicyholder cohabited in a conjugal relationship
before the date of the order, and both the policyholder and the
transferee were resident in Canada at the time of the transfer, the
interest is deemed to have been disposed of by the policyholder for
proceeds of the disposition equal to the adjusted cost basis to the
policyholder of the interest immediately before the transfer and to
have been acquired by the transferee at a cost equal to those proceeds.
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The first paragraph does not apply where the policyholder so
elects in the policyholder’s fiscal return under this Part for the
taxation year in which the interest was transferred.

“971.3 Notwithstanding any other provision of this title,
where, as a consequence of the death of a policyholder who was
resident in Canada immediately before the policyholder’s death, an
interest in a life insurance policy, other than a policy referred to in
the second paragraph of section 968, has been transferred or
distributed to the policyholder’s spouse who was resident in Canada
immediately before the }oolicyhol er’s death, the interest is deemed
to have been disposed of by the policyholder immediately before the
policyholder’s death for proceeds of the disposition equal to the
adjusted cost basis to the policyholder of the interest immediately
before the transfer and to have been acquired by the spouse at a cost
equal to those proceeds.

The first paragraph does not apply where an election to that effect
is made in the policyholder’s fiscal return under this Part for the
taxation year in which the policyholder died.”

(2) This section applies in respect of transfers or distributions
occurring after 31 December 1989. However, in its application with
respect to transfers and distributions occurring in 1990, an election
referred to in the second paragraph of sections 971.2 and 971.3 of the
Taxation Act, enacted by this section, is deemed to have been made
in the policyholder’s fiscal return under Part I of the said Act for the
taxation year 1990 if the policyholder or the legal representative of
a deceased policyholder notifies the Minister of Revenue in writing,
with supporting evidence, that the policyholder has made a valid
election with the Minister of National Revenue under subsection 7 of
section 121 of the Act to amend the Income Tax Act, the Canada
Pension Plan, the Cultural Property Export and Import Act, the
Income Tax Conventions Interpretation Act, the Tax Court of Canada
Act, the Unemployment Insurance Act, the Canada-Newfoundland
Atlantic Accord Implementation Act, the Canada-Nova Scotia
Offshore Petroleum Resources Accord Implementation Act and
certain related Acts (S.C., 1991, chapter 49), concerning the
application of subsections 8.1 and 8.2 of section 148 of the Income Tax
Act (Statutes of Canada), in which case, notwithstanding section 1010
of the Taxation Act and for the sole purpose of giving effect to the
election, such assessments of tax, interest and penalties as are
necessary shall be made by the Minister of Revenue and the second
and third paragraphs of section 1060.1 and section 1066.2 of the said
Act shall apply thereto, with such modifications as the circumstances
require.
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o L, 317. (1) Section 976 of the said Act is amended
(1) by replacing that part preceding paragraph a by the
following:
Adjusted “976. In this title and in sections 92.11 to 92.19, the adjusted

costbasis  ost basis to the holder of life insurance policy of his interest in the
policy at a particular time means the amount by which the amount
computed under section 976.1 is exceeded by the aggregate of:”;

(2) by replacing paragraph f by the following paragraph:

~_“(f) the amounts in respect of his interest in the policy that he
included in computing his income for any taxation year ending before
the particular time by virtue of section 92 or sections 92.11 to 92.19;”;

(3) by replacing paragraph k by the following paragraph:

“(h) in the case of an interest in a life annuity contract, within
the meaning of the regulations under section 966, to which section
92.11 applies for the taxation year that includes the particular time
or would apply if the contract had an anniversary day in the year at
a time when the taxpayer held the interest, all amounts each of which
is a mortality gain, within the meaning of the regulations and
determined by the issuer of the contract in accordance with the
regulations, in respect of the interest immediately before the end of
the calendar year ending in a taxation year commencing before the
particular time.”

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

318. (1) Section 976.1 of the said Act is amended by replacing
paragraph f by the following paragraph:

55"."

.<O',—t
S
—

“(f) in the case of an interest in an annuity contract to which
section 92.11 applies for the taxation year that includes the particular
time, or would apply if the contract had an anniversary day in the year
at a time when the taxpayer held the interest, the annuity payments
paid, in respect of the interest, while the policyholder held the interest
and before the particular time;”.

(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.

e 13 319. (1) Section 985.22 of the said Act is replaced by the
seplaced’ following section:
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Information “985.22 Every registered charity operating in Québec shall,

retwrns  within six months from the end of each of its taxation years, file with
the Minister an information return for the year, in prescribed form
a}rlld cfpntairﬁng prescribed information, without notice or demand
therefor.”

(2) This section has effect from 14 July 1990.

c. 13, 320. (1) The said Act is amended by inserting, after section
oo " 985.23, the following:
added

“CHAPTER III.2
“REGISTERED NATIONAL ARTS SERVICE ORGANIZATIONS

Registered “985.24 Subject to the Minister’'s power to revoke any
national arts pegristration, every national arts service organization validly
organization registered as such under subsection 6.4 of section 149.1 of the Income

Tax Act (Statutes of Canada) is deemed to be registered also as such

with the Minister.

Applicable “985.25 For the purposes of section 985.24, the following

provisions - yrovisions apply, with such modifications as the circumstances
require, to a registered national arts service organization as if it were
a charity registered as a charitable organization:

(a) sections 710 to 716.1, Divisions I and III to VII of Chapter
IT1.1, Title VIII of Book IX, and sections 1069 and 1071 to 1076;

(b) Division V of Chapter III of the Act respecting the Ministére
du Revenu (R.S.Q., chapter M-31).

Recognized “985.26 This chapter does not apply to an artistic OIﬁan_ization
oreame tionPecognized by the Minister on the recommendation of the Minister of

Cultural Affairs.”
(2) This section has effect from 14 July 1990.
¢ L3, 321. (1) Section 998 of the said Act is amended by replacing

paragraph & by the following paragraph:

certain “(k) an insurer engaged in no business other than insurance, if
msurers—in the opinion of the Minister, on the advice of the Superintendent of
Financial Institutions, within the meaning of section 835, at least 256 %
of the total of the gross premium income earned in a taxation year by
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the insurer and, where the insurer is not a prescribed insurer, any
other person described in section 999.0.3 was in respect of insurance
on farm property, property used in fishing or residences of farmers

”

or fishermen;”.

(2) This section applies from the taxation year 1989.

322. (1) Section 999.0.1 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

“999.0.1 Subject to section 999.0.2, section 980 applies in
respect of an insurer described in paragraph k of section 998 only in
respect of that proportion of the insurer’s taxable income for a taxation
year that the part of the gross premium income earned in the year
by the insurer that, in the opinion of the Minister, on the advice of
the Superintendent of Financial Institutions, within the meaning of
section 835, was in respect of insurance described in the said
paragraph k, is of the gross premium income earned in the year by
the insurer.”;

(2) by striking out the second paragraph.
(2) This section applies from the taxation year 1989.

323. (1) Sections 999.0.2 to 999.0.4 of the said Act are replaced
by the following sections:

“999.0.2 Section 999.0.1 does not apply in respect of an insurer
described in paragraph k of section 998 in respect of the insurer’s
taxable income for a taxation year where more than 90 % of the total
of the gross premium income earned in the year by the insurer and,
where the insurer is not a prescribed insurer, any other person
described in section 999.0.3 was in respect of insurance referred to
in the said paragraph k.

“999.0.3 A person referred to in paragraph k& of section 998 or
section 999.0.2 is an insurance corporation that was a specified
shareholder of the insurer described in the said paragraph k or the
said section 999.0.2, as the case may be, or that was related to the
insurer or, where the insurer is a mutual corporation, that was part
of a group that controlled, directly or indirectly in any manner
whatever, or was so controlled, by the insurer.

“999.0.4 For the purposes of paragraph k of section 998 and
sections 999.0.1 and 999.0.2, the gross premium income earned in a
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taxation year by an insurer or a person described in section 999.0.3
shglldb’e established on the basis of the amount net of reinsurance
ceded.”

(2) This section applies from the taxation year 1989.

e L3, 324. (1) The said Act is amended by inserting, after section
5. 9990:5:.999.0.4, the following section:

Computation  “999.0.8 For the purposes of this Part, in computing the
oftaxable  taxable income of an insurer for a particular taxation year, the insurer
msurer  j§ deemed to have deducted in each of the taxation years preceding
the particular taxation year and in respect of which paragraph k of
section 998 applied to the insurer, the greater of the amount it claimed
or deducted under paragraph a of section 130, the second paragraph
of section 152, section 832, paragraphs a, a.1 and d of section 840 and
ﬁaragraphs a and b of section 841, and the greatest amount that could
ave been claimed or deducted under those provisions to the extent
that the total thereof does not exceed the amount that would be its
taxable income for that preceding year if no amount had been claimed

or deducted under those provisions.”

(2) This section applies from the taxation year 1989. However,
where section 999.0.5 of the Taxation Act, enacted by this section,
applies to the taxation years 1989 and 1990, it shall read as follows:

Computation “999.0.5 In computing the taxable income of an insurer
of taxable described in paragraph k of section 998 for a taxation year in respect
msurer  of which section 998 applies to the insurer, the insurer is deemed to
have claimed or deducted in each of the taxation years preceding the
year the greater of such amount as it claimed or deducted under
paragraph a of section 130, the second paragraph of section 152,
section 832, paragraphs a, a.1 and d of section 840 and paragraphs
a and b of section 841 and such amount as it may have been entitled
to claim or deduct under those provisions to the extent that that
amount does not exceed its taxable income otherwise determined for

that preceding year.”

c. 13, 325. (1) Section 1000 of the said Act is amended by replacing
5. 1000, am naragraph ¢ of subsection 2 by the following paragraph:

“(c) in the case of a person who has died without making the
return, by his legal representatives, on or before the day that is six
months after his death or on or before 30 April in the immediately
following taxation year, whichever occurs later;”.
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(2) This section applies in the case of a person who dies after 31
October 1990.

e I3, 326. (1) Section 1012.1 of the said Act is amended by striking
s 10121, gut paragraph b.2.

(2) This section applies in respect of amounts received after 31
December 1990.

e 13, 327. (1) Section 1015 of the said Act is amended

s. 1015, am.

(1) by replacing paragraph f by the following paragraph:

“f) an annuity payment or a payment in full or partial
commutation of an annuity,”;

(2) by replacing paragraph [ by the following paragraph:

“(l) a payment out of or under a registered retirement incglge

fund or a fund referred to in section 961.9 as an “amended fund”,”;
(3) by inserting, after paragraph n, the following paragraph:

“(n.1) an income assistance payment made pursuant to an
a%réaem%nt) under section 5 of the Department of Labour Act (Statutes
of Canada),”.

1990(2) This section applies in respect of payments made after 13 July

e I3, 328. Section 1018 of the said Act is replaced by the following
S e, section:

replaced

Payment of “1018. Where an amount has been deducted or withheld in
remainder - gecordance with section 1015 from an amount received by an individual
during a taxation year and the latter amount is equal to or greater
than 3/4 of his income for the same year, such individual shall, on or
before the day on or before which the individual must file his fiscal
return for the year under section 1000, pay to the Minister the
remainder of his tax for the year as estimated under section 1004.”

c. 13, 329. Section 1025 of the said Act is amended by replacing
s. 1025, am- paragraph b by the following paragraph:

“(b) on or before the date on or before which the individual must
file his fiscal return for the year under section 1000, the remainder
of the tax so estimated.”
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¢ 13, 330. Section 1026 of the said Act is amended by replacing
s. 1026, am. naragraph b by the following paragraph:

“(b) on or before the date on or before which the individual must
file his fiscal return for the year under section 1000, the remainder
of the tax so estimated.”

o I3, 331. (1) The said Act is amended by inserting, after section
5. 10262, 1026.1, the following section:
Death of an “1026.2 Where an individual has died in a taxation year,

individual - pargoraph ¢ of each of sections 1025 and 1026 shall not require
payment of any amount in respect of the individual that would
otherwise become due under either of those paragraphs on or after
the day on which the individual died.”

(2) This section applies from the taxation year 1990.

c. 1.3, 332. (1) Section 1029.8.5.1 of the said Act is amended by
s 1029851 peplacing subparagraph iii of paragraph a by the following
subparagraph:

“iii. an amount referred to in any of sections 147, 148, 160, 161,
163, 176, 176.4 and 179;".

(2) This section has effect from 17 May 1989.

c. 13, 333. (1) Section 1029.8.15.1 of the said Act is amended by
:;;?29'8‘15"'reglacing subparagraph iii of paragraph a by the following
subparagraph:

“iii. an amount referred to in any of sections 147, 148, 160, 161,
163, 176, 176.4 and 179;".

(2) This section has effect from 17 May 1989.

e I3, 334. (1) The said Act is amended by inserting, after section
Siant811029.8.21, the following section:

Property “1029.8.21.1 For the purposes of Divisions II, II.1 and IL3,

avalable  expenditures made by a taxpayer or a partnership to acquire property
described in paragraph a of section 223 is deemed not to have been
made before the property is considered to have become available for
use by the taxpayer or the partnership, without reference to
subparagraph ¢ of the first paragraph of section 93.7 and
subparagraph d of the first paragraph of section 93.8.”
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(2) This section applies in respect of expenditures made after 31
December 1989.

c. 13, 335. The said Act is amended by inserting, after section
S100e85%.1029.8.52, the following:

“DIVISION I1.10

“CREDIT FOR CERTAIN MAINTENANCE PAYMENTS

Refundable “1029.8.53 Subject to the second para;\%raph, where remission
taxeredit  jg opgnted to an individual under the Maintenance Payments
Remission Order (P.C. Order 1991-256) made on 14 February 1991
pursuant to the Financial Administration Act (Statutes of Canada),
the individual is deemed, provided that the individual makes an
application therefor in the fiscal return he is required to file under
section 1000 for his taxation year 1991 or would be required to file if
tax were payable under this Part by the individual for that year, to
have paid to the Minister, on account of tax payable under this Part
for the year, an amount equal to the aggregate of all amounts each
of which is the amount by which the tax payable by the individual for
a taxation year contemplated by the remission, referred to in this
section as the “particular year”, exceeds the tax that would have been
payable by the individual for the particular year if there were
deducted in computing the individual’s income for the particular year
the amount, referred to in this section as the “particular amount”, paid
by the individual in the particular year, after 11 December 1979 and
before 11 February 1988, pursuant to an order made by a competent
tribunal after 11 December 1979 and before 11 February 1988, in
accordance with the laws of a province, as an allowance payable on
a periodic basis for the maintenance of the recipient thereof, of a child
of the recipient or of both the recipient and a child of the recipient if,
at the time the payment was made and throughout the remainder of
the particular year, the individual was living apart from the recipient.

Restriction The application referred to in the first paragraph shall be granted
only on the condition that the individual does not commence any action
or file any claim in any court, or make any complaint to any competent
tribunal, or serve any objection on the Minister by which the
individual seeks a reduction in the amount of, or any other relief or
remedy relating to, taxes agrable by the individual for the particular
year in resgect of the deductibility of the particular amount in
computing the individual’s income for the particular year and that, at
the time the application is made by the individual, the individual has
discontinued any such outstanding action or withdrawn any such
outstanding claim, complaint or objection.”
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¢ 13, 336. (1) Section 1040.1 of the said Act is amended by replacing
s 10401, the figure “5” in the fifth line by the figure “10”,

am.

(2) This section applies to any payment required to be made by
an individual after 6 March 1992 and to any payment required to be
made by a corporation in respect of a taxation year of the corporation
commencing after 6 March 1992.

o 13 337. (1) Section 1041 of the said Act is repealed.
repealed (2) This section applies from the taxation year 1988.
13 338. (1) Section 1049 of the said Act is amended
(1) by replacing that part preceding subparagraph a of the first
paragraph by the following:
False state- “1049. Every person who, knowingly or under circumstances

ments  amounting to gross negligence, makes or participates or acquiesces
in the making of a false statement or omission in a return, certificate,
statement or answer, in this section referred to as a “return”, made
or filed under this Act in respect of a taxation year is liable to a penalty
equal to the greater of $100 and 50 % of the amount by which”;

(2) by replacing subparagraphs i and ii of subparagraph a of the
first paragraph by the following subparagraphs:

“i, if his taxable income for the year, such as indicated by him
in that return, were computed by adding that portion of the amount
referred to in the second paragraph that is reasonably attributable
to the false statement or omission, and

“ii, if his tax payable for the year were computed by subtracting
from the deductions from his tax otherwise payable for the year that
portion of any such deductions that is reasonably attributable to the
false statement or omission, exceeds”;

(3) by replacing subparagraph a of the second paragraph by the
following subparagraph:

“(a) the amount by which the aggregate of amounts that were
not reported bK him in his return and that were required to be included
in computing his income for the ty)fear exceeds the aggregate of the
amounts that were not deducted by him in computing his income for
the year reported by him in his return, were deductible by him in
computing his income under this Act and were wholly applicable to
the amounts that were required to be so included therein;”;
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(4) by adding, after the third paragraph, the following
paragraph:

Amounts “For the purpose of determining the amount referred to in the
deemed not gacond paragraph in respect of a person for a taxation year, the
deductile following rules apply:

(a) the amount otherwise deductible under Division IV of
Chapter IV of Title IV of Book I in respect of the person’s precious
property loss for a subsequent taxation year is deemed not to be
deductible in computing the person’s income for the year;

(b) the amount that may otherwise be excluded from the person’s
income by reason of Division XI of Chapter IV of Title IV of Book I
in respect of the exercise of any option in a subsequent taxation year
is deemed not to be excluded from the person’s income for the year;

(¢) the amount otherwise deductible in computing the person’s
income for the year by reason of an election made in a subsequent
taxation year under paragraph a or b of section 10564 by the person’s
legal representative is deemed not to be deductible in computing the
person’s income for the year.”

(2) Paragraphs 1 and 2 of subsection 1 have effect from 13
September 1988. However, where section 1049 of the Taxation Act,
as amended by this section, aﬁplies to the period preceding 14
December 1990, the reference therein to “the greater of $100 and
50 %” shall read as a reference to “25 %”.

3 Para%ra?h 4 of subsection 1 applies in respect of amounts

described in the fourth paragraph of section 1049 of the Taxation Act,

gn?cted by it, in respect of subsequent taxation years ending after 13
uly 1990.

c. I3, 339. The said Act is amended by inserting, after section
Sidea " 1049.0.1, the following section:

False state- “1049.0.1.1 Every person who, knowingly or under

ments o, circumstances amounting to gross negligence, makes, or participates
or acquiesces in the making of, a false statement or omission in a
prescribed form required to be filed under section 359.11.1 or
359.12.0.1 is liable to a penalty of 25 % of the amount by which the
assistance required to be reported in respect of a person or
partnership in the prescribed form exceeds the assistance reported
in the prescribed form in respect of the person or partnership, as the
case may be.”
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e 13, 340. (1) The said Act is amended by inserting, after section
Tseaot 1056.3, the following:
e “TITLE V1.2
“ELECTION
Extension “1056.4 The Minister may, on application by a taxpayer or a

forelection partnership, extend the time for making an election or grant
permission to amend or revoke an election.

Examination ~ “1036@.83 The Minister shall, with dispatch, examine each
A aeseve application filed with him under section 1056.4 and, where the
Minister  application is granted by the Minister, determine the penalty payable

and send a notice of assessment in that respect to the taxpayer or the

partnership.

Penalty “1056.6 Where an application made under section 1056.4 is
granted by the Minister, the taxpayer or the partnership is liable, in
respect of the election or of the amended or revoked election, to a
penalty equal to $100 for each complete month from the day on or
before which the election was required to be made to the day on which
the application is made, up to $5 000.

Amended “1056.7 Where the Minister has extended the time for making

election  an election or granted permission to amend an election, the election
or amended election is deemed to have been made in the form in which
ancll) on ordbefore the day on or before which the election was required
to be made.

Amended or In addition, where the Minister has granted permission to amend
revoked  op revoke an election, the election is deemed never to have been made.

election

Assessment “1056.8 Notwithstanding section 1010, where the Minister

bythe . extends the time for making an election or grants permission to amend
or revoke an election, he shall make a new assessment and again
determine the tax, interest and penalties for any taxation year to take
into account the election or the amended or revoked election.”

(2) This section applies to elections relating to the taxation year
1985 or to a subsequent taxation year.

e 1.3, 341. (1) Section 1060.1 of the said Act is amended by adding,
s. 10601, gt the end, the following paragraphs:

am,

Limitation “Similarly, no taxpayer may serve a notice of objection to a

o ent o reassessment or determination under section 421.8, subparagraph i
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reassess-  of paragraph a.1 of subsection 2 of section 1010 or sections 1012, 1056.8
ment ot o and 1079.16, except in respect of the amounts to which those
tion provisions apply.

Exception However, the second paragraph does not apply where, at the time
of issue of the notice of reassessment or determination, a precedin:
assessment or determination was the subject of an objection or appeal,
or where the taxpayer’s time for serving a notice of objection or for
filing an appeal in respect of a preceding assessment or determination
had not expired.”

(2) This section applies in respect of notices of objection served
after 15 June 1993.

e 13, 342. The said Act is amended by inserting, after section 1066.1,
s, 0652 the following section:

Limitation “1066.2 Notwithstanding section 1066, no taxpayer may
o g om abpeal from a reassessment or determination under section 421.8,
areassess- gUbparagraph i of paragraph a.1 of subsection 2 of section 1010 or

ment or

determina- Sections 1012, 1056.8 and 1079.16, except in respect of the amounts
tion to which those provisions apply.

Exception However, the first paragraph does not apply where the third
paragraph of section 1060.1 is applicable.”

c. 13, 343. (1) Section 1079.6 of the said Act is replaced by the

Sy following section:

Deduction “1079.6 In computing the amount of income, taxable income,

disallowed {4 xable income earned in Canada of, tax or other amount payable by,
or refundable to, a taxpayer under this Act for a taxation year, or any
other amount that is relevant for the purposes of computing that
amount, no amount may be deducted by the taxpayer in respect of
an interest in a tax shelter unless he files with the Minister a
prescribed form containing the identification number for the tax
shelter and the prescribed information.”

(2) This section applies in respect of interests acquired after 31
December 1990.

e 13, 344. (1) Section 1089 of the said Act is amended

8. 1089, am,

(1) by replacing the period at the end of subparagraph & of the
first paragraph by a semicolon;

(2) by adding, after subparagraph k of the first paragraph, the
following subparagraph:
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“(I) where the individual has been carrying on business in Canada
inthe year, the amounts relating to a Québec resource property within
the meaning of subparagraph d, except where an amount in respect
of the disposition of such property is deducted under section 412 or
418.6, to a Q}llxébec timber resource property within the meaning of
subparagraph e, other than depreciable property, or to property,
other than capital property, that is an immovable situated in Québec,
to the extent that such amounts are not already included under
subparagraph b, d, ¢ or j in computing his income.”

(2) This section applies from the taxation year 1990 in respect of
dispositions made after 20 February 1990, except such dispositions
made pursuant to an agreement in writing entered into before 21
February 1990.

e. 13, 345. (1) Section 1090 of the said Act is amended

s. 1090, am.

(1) by replacing the period at the end of subparagraph k of the
first paragraph by a semicolon; -

(2) by adding, after subparagraph k of the first paragraph, the
following subparagraph:

“(l) where the individual has been carrying on business in Canada
in the year, the amounts relating to a Canadian resource property,
except where an amount in respect of the disposition of such property
is deducted under section 412 or 418.6, to a timber resource property,
other than depreciable property, or to property, other than capital
property, that is an immovable situated in Canada, to the extent that
those amounts are not already included under subparagraph b, d, ¢
or j in computing his income.”

(2) This section applies from the taxation year 1990 in respect of
dispositions made after 20 February 1990, except such dispositions
made pursuant to an agreement in writing entered into before 21
February 1990.

c. 13, 346. (1) The said Act is amended by inserting, after section

woos = 1090, the following sections:

added

Individual “1090.1 For the purposes of this Act, where an individual

o sreferred to in section 26 or a corporation referred to in the first

to carry on paragraph of section 27 disposes, in a taxation year, of a Québec

Canada  resource property within the meaning of subparagraph d of section
1089, except where an amount in respect of the disposition of such

property is deducted under section 412 or 418.6, of a Québec timber
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resource property within the meaning of subtparagraph e of section
1089, other than depreciable property, or of property, other than
9a‘§)jtal property, that is an immovable situated in Québec, the
in

ividual or the corporation is deemed, in respect of such disposition,
to have been carrying on business in Canada during the year.

Interpreta- “1090.2 For the purposes of subparagraph ! of the first

tion paragraph of sections 1088 and 1090, and section 1090.1, property that
1s an immovable or a timber resource property referred to therein
includes, at a particular time, an interest in the property and an option
in respect of the property, even if, in the case of an immovable, the
property is not in existence at that time.”

(2) This section applies from the taxation year 1990 in respect of
dispositions made after 20 February 1990, except such dispositions
made pursuant to an agreement in writing entered into before 21
February 1990.

e I3, 347. (1) Section 1096 of the said Act is amended by replacing
s. 10%, sm. naragraph b by the following paragraph:

“(b) a property mentioned therein is deemed to include, at a
particular time, any interest therein or option in respect thereof,
whether or not such property is in existence at that time.”

(2) This section has effect from 14 July 1990.

c. I3, 348. (1) Section 1102.1 of the said Act is replaced by the
vepincsa’  following section:
Disposition “1102.1 Where a person who is not resident in Canada disposes

oferoperty or proposes to dispose to a taxpayer, in a taxation year, of a life

not resident jngurance policy described in subparagraph k of section 1089, a Québec

R resource property within the meaning of subparagraph d of section
1089, a Québec timber resource property within the meaning of
subparagraph e of section 1089, property, other than capital property,
that is immovable property situated in Québec, or depreciable
property that is or would be, if he disposed of it, a taxable Québec
property and where to such effect, he pays to the Minister, on account
of his tax payable for the year, an amount that the Minister considers
reasonable taking into account the disposition or Froposed disposition
of such property or furnishes security acceptable to the Minister in
respect of the disposition or proposeg disposition, the Minister shall
forthwith issue to that person and to the taxpayer a certificate in
prescribed form indicating the amount of the proceeds of the
disposition or proposed disposition of the property or such other
amount as is reasonable in the circumstances.
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Interest or For the purposes of the first paragraph, immovable property
optlen . situated in Québec or a Québec timber resource property includes, at
immovable g particular time, any interest therein or option in respect thereof,
Eﬁ?l%?iﬁy in Whether or not such property is in existence at that time.”
Québec
(2) This section applies in respect of dispositions occurring after
20 February 1990, except dispositions pursuant to agreements in

writing entered into before 21 February 1990.

e 349. (1) Section 1104 of the said Act is amended by replacing
s 1104 am naragraph ¢ by the following paragraph:

“(c) not less than 95 per cent of its income, determined without
reference to section 295, for the year was derived from, or from
dispositions of, property described in paragraph b;”.

(2) This section applies from the taxation year 1990.

. I3, 350. (1) The said Act is amended by inserting, after section
5. 2041 1104, the following section:

Subsidiary “1104.1 Where a corporation so elects in the fiscal return it is
whally.  pequired to file under this Act for a taxation year, each property of
corporation the corporation that is a share or indebtedness of another Canadian
corporation that is, at any time in the year, a subsidiary wholly-owned
corporation of the corporation is deemed, for the purposes of
paragraphs b and f of section 1104, not to be owned by the corporation
at that time, and each property owned by the other corporation at that
time is deemed, for the purposes of the said paragraphs, to be owned

by the corporation at that time.”

(2) This section applies from the taxation year 1987.
Furthermore, an election under section 1104.1 of the Taxation Act,
enacted by this section, in respect of a corporation’s taxation year for
which a fiscal return under the said Act was filed on or before 17
December 1991 is deemed to have been made in the corporation’s fiscal
return for that year if the corporation notifies the Minister of Revenue
in writing, with supporting evidence, that the co;i)oration has made
a valid election with the Minister of National Revenue under
subsection 4 of section 109 of the Act to amend the Income Tax Act,
the Canada Pension Plan, the Cultural Property Export and Import
Act, the Income Tax Conventions Interpretation Act, the Tax Court
of Canada Act, the Unemployment Insurance Act, the
Canada-Newfoundland Atlantic Accord Implementation Act, the
Canada-Nova Scotia Offshore Petroleum Resources Accord
Implementation Act and certain related Acts (S.C., 1991, chapter 49),
concerning the application of subsection 4 of section 130 of the Income
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Tax Act (Statutes of Canada), in which case, notwithstanding section
1010 of the Taxation Act, which is applicable by reason of section 1107
of the said Act, and for the sole purpose of giving effect to the election,
such assessments of tax, interest and penalties as are necessary shall
be made by the Minister of Revenue and the second and third
paragraphs of section 1060.1 and section 1066.2 of the said Act shall
apply thereto, with such modifications as the circumstances require.

c. 13, 351. (1) Section 1117 of the said Act is amended by replacing
s 117, am. that part preceding paragraph a by the following:

Mutual fund “1117. Subject tosection 1117.1, a corporation is a mutual fund
corporation eopporation at any time in a taxation year if, at that time, it is a
prescribed corporation or:”.

(2) This section applies from the taxation year 1990.

¢ I3, 352. (1) The said Act is amended by inserting, after section
s 11117, the following section:

Special “1117.1 Where, at any time, it may reasonably be considered
e Hor ot that a corporation, having regard to all the circumstances, including
resident inthe terms and conditions of the shares of the capital stock of the
8% corporation, was established or exists primarily for the benefit of
persons not resident in Canada, the corporation is deemed not to be

a mutual fund corporation after that time unless

(a) throughout the period commencing on the later of 21
February 1990 and the day of its incorporation and ending at that time,
all or substantially all of its property consisted of property other than

i. immovable property situated in Canada, or any interest
therein or option in respect thereof, whether or not such property is
in existence, and

ii. property that would, if the corporation were not resident in
Canada, section 1094 were read without reference to paragraphs a and
b thereof and the property were disposed of, be taxable Canadian
property of the corporation; or

(b) the corporation has not issued a share, other than a share
issued as a stock dividend, of its capital stock after 20 February 1990
and before that time to a person that, after reasonable inquiry, it had
reason to believe was not resident in Canada, except where the share
was issued to that person pursuant to an agreement in writing entered
into before 21 February 1990.”

(2) This section has effect from 21 February 1990.
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c 13, 353. (1) Section 1120 of the said Act is amended by replacing
s 1120, am. the first paragraph by the following paragraph:

Mutual fund “1120. Subject to section 1120.1, a trust is a mutual fund trust

trust at any time if, at that time, it is a unit trust and if all holdings and
transactions in its units are in accordance with the prescribed
conditions relating to the number of its unit-holders, dispersal of
ownership of its units and public trading of its units.”

(2) This section has effect from 21 February 1990.

e 13, 354. (1) The said Act is amended by inserting, after section
s, 11201, 1120, the following section:

Special “1120.1 Where, at any time, it may reasonably be considered
s or o that a trust, having regard to all the circumstances, including the
resident in terms and conditions of the units of the trust, was established or exists

#14%  primarily for the benefit of persons not resident in Canada, the trust

1s deemed not to be a mutual fund trust after that time unless

(a) throughout the period commencing on the later of 21
February 1990 and the day of its creation and ending at that time, all
or substantially all of its property consisted of property other than

i. immovable property situated in Canada, or any interest
therein or option in respect thereof, whether or not such property is
in existence, and

ii. property that would, if the trust were not resident in Canada,
section 1094 were read without reference to paragraphs a and b
thereof and the property were disposed of, be taxable Canadian
property of the trust; or

(b) the trust has not issued a unit, other than a unit issued to a
person in satisfaction of the person’s right under the trust to an
amount referred to in paragraph c of section 663, of the trust after
20 February 1990 and before that time to a person that, after
reasonable inquiry, it had reason to believe was not resident in
Canada, except where the unit was issued to that person pursuant to
an agreement in writing entered into before 21 F}e)abruary 1990.”

(2) This section has effect from 21 February 1990.

e 13, 355. (1) Section 1130 of the said Act is amended by replacing
s 1130, am. the definition of the word “bank” by the following definition:

“bank” “ “bank” means a bank within the meaning assigned by section
1;”.
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(2) This section has effect from 28 February 1992.

o 14, 356. (1) The Act respecting the application of the Taxation Act
.81  (R.S.Q., chapter I-4) is amended by inserting, after section 88, the
following section:

Reorganiza- “88.1 For the purposes of sections 86 and 87, where a taxpayer
unor  has acquired a particular property in circumstances to which any of
sections 69, 86 and 87 applied and subsequently acquires, in
consideration for the disposition of the particular property, another
Eroperty in circumstances to which either of sections 86 and 87 would
ave applied if the taxpayer had owned the particular property on
31 December 1971 and thereafter without interruption until the time
of the subsequent acquisition, the taxpayer is deemed, in respect of
that subsequent acquisition, to have owned the particular property
on 31 December 1971 and thereafter without interruption until the

time of the subsequent acquisition.”

(2) This section applies in respect of acquisitions of property
occurring after 13 July 1990. However, a taxpayer may elect to have
the rules set out in section 88.1 of the Act respectin% the application
of the Taxation Act, enacted by this section, apply in respect of
acquisitions occurring after 6 May 1974 and before 14 July 1990 with
respect to property that was owned by him on 13 July 1990 by
notifying the Minister of Revenue in writing, with supporting
evidence, that he has made a valid election with the Minister of
National Revenue under subsection 2 of section 200 of the Act to
amend the Income Tax Act, the Canada Pension Plan, the Cultural
Property Export and Import Act, the Income Tax Conventions
Interpretation Act, the Tax Court of Canada Act, the Unemployment
Insurance Act, the Canada-Newfoundland Atlantic Accord
Implementation Act, the Canada-Nova Scotia Offshore Petroleum
Resources Accord Implementation Act and certain related Acts (S.C.,
1991, chapter 49), concerning the application of subsection 28 of
section 26 of the Income Tax AI}plication Rules, 1971, in which case,
notwithstanding section 1010 of the Taxation Act and for the sole
purpose of giving effect to the election, such assessments of tax,
interest and penalties as are necessary shall be made by the Minister
of Revenue and the second and third paragraphs of section 1060.1 and
section 1066.2 of the said Act shall apply thereto, with such
modifications as the circumstances require.

357. (1) Section 14 of the Act respecting the Ministére du
Revenu (R.S.Q., chapter M-31), amended by section 561 of chapter
67 of the statutes of 1991 and by section 213 of chapter 1 of the statutes
of 1992, is again amended by replacing the first paragraph by the
following paragraph:

w0
£E
:5,
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Prior notice

of distribu-

tion of prop-

erty

c. M-31,
s. 17, am.

Taxpayer
leaving
Québec

no

=i
s GO
=g

1988, ¢, 18,
s. b1, am.

“arm’s

length”

“14. Before distributing the property under his control, every
assignee or any other person, with the exception of a trustee in
bankruptcy, who winds up, administers or controls the Froperty,
business, succession, income or commercial activities of another
person on behalf of that other person or a creditor of that other person,
shall give the Minister notice, by means of a prescribed form, of his
intention to make such distribution.”

(2) This section applies in respect of a notice to be sent after
15 June 1993.

358. Section 17 of the said Act is amended by replacing the first
paragraph by the following paragraph:

“1'7. When the Minister has reasonable grounds to believe that
a person has left or is about to leave Québec or dispose of his property
to avoid payment of any duties, he may, before the day otherwise fixed
for payment, by a notice served personally or sent to that person by
registered or certified mail, require payment of all the duties, interest
and penalties owed by that person or which would be owed by him
if the date of payment had occurred and they must be paid
immediately, notwithstanding any other provision of a fiscal law.”

359. (1) Section 21.1 of the said Act, replaced by section 566

- of chapter 67 of the statutes of 1991, is amended

(1) by striking out the words “the second paragraph of” in the
second line;

(2) by replacing the word “and” after the figure “1068” in the
ninth line by the word “to”.

(2) This section has effect from 1 July 1992.
360. (1) Section 25.2 of the said Act, enacted by section 569 of

- chapter 67 of the statutes of 1991, is amended by inserting the words

“determining or” after the word “when” in the second line.
(2) This section has effect from 1 July 1992.

361. (1) Section 51 of the Act to again amend the Taxation Act
and other fiscal legislation (1988, chagter 18) is amended by replacing
the second paragraph of subsection 2 by the following paragraph:

“For the };])urposes of subparagraph ii of subpara%raph b of the
first paragraph, “arm’s length” has the meaning it would have for the
purposes of Part I of the Taxation Act if that Part were read without
reference to paragraph b of section 20 thereof.”
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(2) This section has effect from 17 June 1988.

1988, c. 18, 362. (1) Section 52 of the said Act, amended by section 377 of
s 52 am. - chapter 59 of the statutes of 1990, is again amended

(1) by replacing subsection 3 by the following subsection:

“3) For the purposes of subparagraph ii of paragraph b of
subsection 2, “armps length” has the meam}r)lg it would have for the
purposes of Part I of the Taxation Act if that Part were read without
reference to paragraph b of section 20 thereof.”;

(2) by replacing that part of subsection 4 preceding paragraph
b by the following:

“(4) Where the second paragraph of section 623 of the Taxation
Act, replaced by subsection 1, applies to taxation years or fiscal
periods ending after 31 December 1987 in respect of a property other
than a property referred to in subsection 2, the reference therein to
“one-half” shall, subject to paragraphs a, b and ¢, be a reference to
“38/4”. However, where the said second paragraph, as amended by this
subsection, applies to a member who is

(a) anindividual, for taxation years or fiscal periods ending after
31 December 1987 and before 1 January 1990, the reference in the said
second paragraph to “3/4” shall, in respect of the member for those
taxation years or fiscal periods, read as a reference to “2/3”;";

(3) by replacing that part of paragraph c¢ of subsection 4
preceding subparagraph i by the following:

“(c) a corporation other than a Canadian-controlled private
corporation at any time in a taxation year ending after 31 December
1987 and commencing before 1 January 1990, the reference in the said
paragraph to “3/4” shall, in respect of the corporation for the year,
read as a reference to the fraction determined as the aggregate of”.

(2) This section has effect from 17 June 1988.

1988, . 18, 363. (1) Section 53 of the said Act is amended by replacing the
s 5%, am. gecond paragraph of subsection 2 by the following paragraph:

“For the purposes of subparagraph ii of subparagraph b of the
first paragraph, “arm’s length” has the meaning it would have for the
purposes of Part I of the Taxation Act if that Part were read without
reference to paragraph b of section 20 thereof.”

(2) This section has effect from 17 June 1988.
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1988, c. 18, 364. (1) Section 54 of the said Act, amended by section 378 of
s 54, am.  chapter 59 of the statutes of 1990, is again amended

(1) by replacing subsection 3 by the following subsection:

“3) For the purposes of subparagraph ii of paragraph b of
subsection 2, “arm% length” has the meanill)1 it would have for the
purposes of Part I of the Taxation Act if that Part were read without
reference to paragraph b of section 20 thereof.”;

(2) by replacing that part of subsection 4 preceding paragraph
b by the following:

“(4) Where subsection 2 of section 629 of the Taxation Act,
replaced by subsection 1, applies to taxation years or fiscal periods
ending after 31 December 1987 in respect of a property other than a
property referred to in subsection 2 of this section, the reference
therein to “one-half’ shall, subject to paragraphs a, b and c, be a
reference to “3/4”. However, where the said subsection 2 of section
629, as amended by this subsection, applies to a member who is

(@) anindividual, for taxation years or fiscal Eeriods ending after
31 December 1987 and before 1 January 1990, the reference in that
subsection 2 to “3/4” shall, in respect of the member for those taxation
years or fiscal periods, read as a reference to “2/3”;”;

(3) by replacin%, in the English text thereof, that part of
Faragraph b of subsection 4 preceding subparagraph i by the
ollowing:

“(b) a corporation that is a Canadian-controlled private
cox(})oration throughout its taxation year, for such taxation years
ending after 31 December 1987 and commencing before 1 January
1990, the reference in that subsection 2 to “3/4” shall, in respect of
the corporation for the year, read as a reference to the fraction
determined as the aggregate of”;

(4) by replacing that part of paragraph ¢ of subsection 4
preceding subparagraph i by the following:

“(c) a corporation other than a Canadian-controlled private
corporation at any time in a taxation year ending after 31 December
1987 and commencing before 1 January 1990, the reference in that
subsection 2 to “3/4” shall, in respect of the corporation for the year,
read as a reference to the fraction determined as the aggregate of”.

(2) This section has effect from 17 June 1988.
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365. (1) Section 21 of the Act to again amend the Taxation Act
and other fiscal legislation (1990, chapter 59) is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of dividends received or
deemed under the Taxation Act, as amended by this Act, to be
received on shares accﬂlired after 8:00 p.m. Eastern Daylight Saving
Time, 18 June 1987, that

(a) inthe case of shares described in section 21.10 of the said Act,
enacted by this section, were issued at any time;

(b) in the case of shares described in section 21.10.1 of the said
Act, enacted by this section, are grandfathered shares, within the
meaning of section 1 of the said Act, as amended by this Act, or were
not issued after 8:00 p.m. Eastern Daylight Saving Time, 18 June 1987
or deemed by section 740.3.1 of the said Act, as enacted by this Act,
to have been issued after that time.”

(2) This section has effect from 14 December 1990.

366. (1) Section 55 of the said Act is amended

(1) by replacing that part of subsection 3 preceding paragraph
a by the following:

“(3) Paragraph 2 of subsection 1 and paragraph 4 of the said
subsection, where it enacts subparagraph i of paragraph d of section
99 of the Taxation Act, apply in respect of changes in use of property
oceurring after 22 May 1985, other than changes in use of property
occurring before 1 January 1986 pursuant to an agreement entered
into in writing before 23 May 1985. However, where subparagraph
ii of paragraph b and subparagraph i of paragraph d of the said section
99, enacted Ey paragraphs 2 and 4, apply in respect of changes in use
of property by”;

(2) by inserting, after subsection 4, the following subsection:

“(4.1) Paragraph 6 of subsection 1, where it enacts
subparagraphs 1 and ii of paragraph d.1 of section 99 of the Taxation
Act, applies in respect of acquisitions of property occurring after 22
May 1985, other than acquisitions of property occurring before 1
January 1986 pursuant to an agreement entered into in writing before
23 May 1985. However, where subparagraphs i and ii of paragraph
d.1 of the said section 99, enacted by paragraph 6, apply in respect
of property acquired
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1990, ¢. 59,
8. 61, am.

(a) from a person or partnership in taxation years or fiscal
periods ending before 1 January 1988, the references in the said
subparagraphs i and ii to “3/4” and “4/3 of” shall read as references
to “1/2” and “2 times”, respectively;

_(b) from an individual or a partnership in taxation years or fiscal
periods ending after 31 December 1987 and before 1 January 1990,
the references in the said subparag‘ra hs 1and ii to “3/4” and “4/3” shall
read as references to “2/3” and “3/2”, respectively;

(¢) froma corporationin taxation years ending after 31 December
1987 and commencing before 1 January 1990 throughout which the
corporation was a Canadian-controlled private corporation, the
references in the said subparagraphs i and ii to “3/4” shall read as
references to the fraction determined as the aggregate of

i. that proportion of 1/2 that the number of days in the year that
are before 1 January 1988 is of the number of days in the year,

ii. that proportion of 2/3 that the number of days in the year that
are after 31 December 1987 but before 1 January 1990 is of the number
of days in the year, and

ili. that proportion of 3/4 that the number of days in the year that
are after 31 December 1989 is of the number of days in the year;

(d) from a corporation in taxation years ending after 31
December 1987 and commencing before 1 January 1990 where at any
time in the year the corporation was not a Canadian-controlled private
corporation, the references in the said subparagraphs i and ii to “3/4”
slt} 1 read as references to the fraction determined as the aggregate
o

i. that 1pros)ortion of 1/2 that the number of days in the year that
are before 1 July 1988 is of the number of days in the year,

ii. that groportion of 2/3 that the number of days in the year that
are after 30 June 1988 but before 1 January 1990 is of the number of
days in the year, and

ili. that Broportion of 3/4 that the number of days in the year that
are after 31 December 1989 is of the number of days in the year.”

(2) This section has effect from 14 December 1990.
367. (1) Section 61 of the said Act is amended by replacing

subparagraph ii of paragraph b of section 107 of the Taxation Act,
enacted by subsection 2, by the following subparagraph:
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““ii, the ag%'regate of all amounts each of which is 3/4 of the
amount by which an amount which, as a result of a disposition
occurring after 31 December 1971, becomes receivable by the
taxpayer before the particular time but after the taxpayer’s
adjustment time, in respect of the business carried on or formerly
carried on by him, where the consideration given by him therefor is
such that, if any payment had been made by him after 31 December
1971 for that consideration, the payment would have been an
intangible capital amount of the taxpayer in respect of the business,
exceeds all expenses made or incurred by him for the purpose of giving
that consideration, to the extent that they are not otherwise

””

deductible in computing his income.”.
(2) This section has effect from 14 December 1990.

368. (1) Section 107 of the said Act is amended
(1) by replacing subsection 2 by the following subsection:

“(2) This section applies, subject to subsections 3 to 7, to fiscal
periods commencing after 31 December 1988.”;

(2) byreplacing that part of subsection 3 preceding subparagraph
¢ of the second paragraph of section 194 of the Taxation Act, enacted
by that subsection 3, by the following:

“@3) For a fiscal period of a taxlpayer commencing after 31
December 1988 and before 1 January 1995, in respect of a farming
business carried on by him before 1 January 1989, where the taxpayer
so elects in his fiscal return filed under Part I of the Taxation Aect for
the taxation year in which the fiscal period ends, subparagraph ¢ of
the second paragraph of section 194 of the said Act, enacted by
subsection 1, shall read as follows:”;

(3) by replacing that part of subsection 5 preceding subparagraph
¢ of the second paragraph of section 194 of the Taxation Act, enacted
by that subsection 5, by the following:

“b) For a fiscal period of a taxlpayer commencing after 31
December 1988 and before 1 January 1995, in respect of a farming
business carried on by him before 1 January 1989, where the taxpayer
does not make the election referred to in subsection 3, subparagraph
¢ of the second paragraph of section 194 of the Taxation Act, enacted
by subsection 1, shall read as follows:”.

(2) This section has effect from 14 December 1990.
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1990, c. 59,
s. 110, am.

1990, c. 59,
s. 155, am.

1990, c. 59,
s. 156, am.

1990, c. 59,
s. 206, am.

1991, c. 25,
8. 2, am,

369. (1) Section 110 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies to fiscal periods commencing after 31
December 1988.”

(2) This section has effect from 14 December 1990.

370. (1) Section 155 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section a}%plies from the taxation year 1988. However,
no amount in respect of fees paid for an indivigual’s tuition may be
included in computing an amount deductible for the taxation year 1988
under section 337 of the Taxation Act, as amended by this section,
to the extent that it was deducted in computing the individual’s income
for the taxation year 1987.”

(2) This section has effect from 14 December 1990.

371. (1) Section 156 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies from the taxation year 1988. However,
no amount in respect of fees paid for an individual’s tuition may be
included in computing an amount deductible for the taxation year 1988
under section 338 of the Taxation Act, as amended by this section,
to the extent that it was deducted in computing the individual’s income
for the taxation year 1987.”

(2) This section has effect from 14 December 1990.

372. (1) Section 206 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section a plies in respect of windings-up commencing
after 31 December 1987.”

(2) This section has effect from 14 December 1990.

373. (1) Section 2 of the Act to again amend the Taxation Act
and other fiscal legislation (1991, chapter 25) is amended by replacing
subsection 8 by the following subsection:

“8) Para%raph 12 of subsection 1 applies in respect of investment
contracts or life insurance policies last acquired after 31 December

1989.”
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(2) This section has effect from 20 June 1991.

1991, c. 25, 374. (1) Section 5 of the said Act is amended by replacing that
s5am  part of subsection 3 preceding section 21.33 of the Taxation Act,
enacted by that subsection 3, by the following:

“(8) This section, where it enacts section 21.33 of the Taxation
Act, applies in respect of payments made after 30 June 1989.
However, where the said section 21.33 applies in respect of such
payments made before 1 January 1993 by a person who is registered
or licensed under the laws of a province to trade in securities, it shall
read as follows:”.

(2) This section has effect from 20 June 1991.

1991, c. 25, 375. (1) Section 24 of the said Act is amended by replacing
2, am - gubsection 2 by the following subsection:

“(2) This section ap%lies in respect of investment contracts last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 376. (1) Section 25 of the said Act is amended by replacing
s 25, am. gnbsection 2 by the following subsection:

“(2) This section applies in respect of investment contracts last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 377. (1) Section 26 of the said Aect is amended by replacing
s %, am gnbsection 2 by the following subsection:

“(2) This section applies in respect of investment contracts last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 378. (1) Section 27 of the said Act is amended by replacing
s 2 am. gubsection 2 by the following subsection:

“@2) This section applies in respect of investment contracts last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.
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1991, c. 25, 379. (1) Section 28 of the said Act is amended by replacing
s. 28, am. gyhsection 3 by the following subsection:

“@3) This section, where it replaces that part of section 92.7 of
the Taxation Act preceding paragraph a and para%raph b of the said
section, applies in respect of investment contracts last acquired after
31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 380. (1) Section 29 of the said Act is amended by replacing
s.29.am. - gnbsection 2 by the following subsection:

“(2) This section applies in respect of investment contracts last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 381. (1) Section 30 of the said Act is amended by replacing
s-30,am. - gybsection 2 by the following subsection:

“(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, ¢. 25, 382. (1) Section 31 of the said Act is amended by replacing
= 8L am. gubsection 2 by the following subsection:

“2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 383. (1) Section 32 of the said Act is amended by replacing
s 82 am  gubsection 2 by the following subsection:

“2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, . 25, 384. (1) Section 33 of the said Act is amended by replacing
s. 33, am. - subsection 2 by the following subsection:

“(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.
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385. (1) Section 34 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

386. (1) Section 36 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section ap%lies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

387. (1) Section 38 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section a¥)plies in respect of contracts or life insurance
policies last acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

388. (1) Section 39 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

389. (1) Section 49 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

390. (1) Section 52 of the said Act is amended by replacing
subsection 2 by the following subsection:

“2) This section applies in respect of contracts or life insurance
policies last acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.
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1991, . 25, 391. (1) Section 54 of the said Act is amended by replacing
s 54, am. - gybsection 2 by the following subsection:

“(2) This section, where it strikes out in paragraph a of section
167.1 of the Taxation Act, replaced by this section, the reference to
section 87.1, zg)plies from the taxation year 1979 and, where it strikes
out in the said paragraph a, the reference to section 92.8, it applies
i% 8rgspec’c of investment contracts last acquired after 31 December
1989.”

(2) This section has effect from 20 June 1991.

1991, c. 25, 392. (1) Section 62 of the said Act is amended by replacing
s 62 am. gubsection 2 by the following subsection:

“2) Paragraphs 1 and 2 of subsection 1 apply in respect of
contracts last acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

1991, ¢, 25, 393. (1) Section 90 of the said Act is amended by replacing
s %, am. - gubsection 3 by the following subsection:

“@3) Paragraph 2 of subsection 1 applies in respect of contracts
or life insurance policies last acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.
1991, c. 25, 394. (1) Section 94 of the said Act is replaced by the following

ié;?féce 4 section:
o1 “94. (1) Section 776.52 of the said Act is amended

am.

(1) by replacing that part preceding paragraph a by the
following:

Net contri- “976.52 For the purﬁoses of section 776.51, the aggregate of
tons gis. 31 amounts deductible by the individual in computing his income for
tered plans the year, under g)aragraph ¢ of section 70 and paragraphs b and d to

d.2 of section 339, shall be established as if it were equal to the lesser

of the following amounts:”;
(2) by replacing paragraph b by the following paragraph:
“(b) the aggregate of the following amounts:

i. the amount otherwise so deductible for the year under
paragraph b of section 339 by reason of section 923.5,
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ii. the aggregate of all amounts each of which is an amount
included in computing his income for the year and is a single payment
out of or under a deferred profit sharing plan, a pension plan or a
foreign retirement arrangement

(1) as a consequence of the death, withdrawal from the plan or
arrangement or termination of employment of a person,

(2) on the winding-up of the plan or arrangement in full
satisfaction of all rights of the beneficiary under the plan or
arrangement, or

(3) to which the individual is entitled by reason of an amendment
to the plan or arrangement.”

(2) This section applies from the taxation year 1990. However,
where section 776.52 of the Taxation Act, amended by subsection 1,
applies to the taxation year 1990,

(@) that part of the said section 776.52 preceding paragraph a
shall read as follows:

Net contri- “776.32 For the purEoses of section 776.51, the aggregate of
on egis- 811 amounts deductible by the individual in computing his income for
tered plans the year, under paragraph c of section 70, section 72.1 and paragraphs

b and d to d.2 of section 339, shall be established as if it were equal

to the lesser of the following amounts:”;

(b) paragraph b of the said section 776.52 shall read as follows:

“(b) the aggregate of all amounts each of which is an amount
included in computing his income for the year and is a single payment
out of or under a deferred profit sharing plan, a pension plan or a
foreign retirement arrangement

i. as a consequence of the death, withdrawal from the plan or
arrangement or termination of employment of a person,

ii. on the winding-up of the plan or arrangement in full
satisfaction of all rights of the beneficiary under the plan or
arrangement, or

iii. to which the individual is entitled by reason of an amendment
to the plan or arrangement.” ”

(2) This section has effect from 20 June 1991.

1991, ¢, 25, 395. (1) Section 142 of the said Act is amended by replacin
s 142, am. that part of subsection 2 preceding subparagraph d of the secon
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paragraph of section 961.6 of the Taxation Act, enacted thereby, by
the following:

“(2) This section has effect from 1 January 1991. Furthermore,

(@) in respect of arrangements in connection with a registered
retirement income fund entered into after 13 July 1990 and before 1
January 1991, section 961.5 of the Taxation Act, repealed by this
section, is amended

i. by replacing the third paragraph by the following paragraph:

Distribution “The fund shall also provide that, at the direction of the annuitant,

of proverty the carrier shall, in prescribed form and manner, transfer all or part
of the property held in connection with the fund, or an amount equal
to its value at the time of such direction, other than property required
to be retained by the carrier in accordance with the rule set out in the
fifth paragraph, together with all information necessary for the
continuance of the fund, to any person who has agreed to be a carrier
of another registered retirement income fund of the annuitant.”;

ii. by adding, after the fourth paragraph, the following
paragraph:

Amount “The fund shall also provide that where the annuitant, at any

retained by time, directs that the carrier transfer all or part of the property held
in connection with the fund, or an amount equal to its value at that
time, to any person who has agreed to be a carrier of another
registered retirement income fund of the annuitant, in accordance
with the rule set out in the third paragraph, the carrier shall retain
an amount equal to the lesser of the fair market value of such portion
of the property as would, if the fair market value thereof does not
decline after the transfer, be sufficient to ensure that the minimum
amount under the fund for the year in which the transfer is made ma
be paid to the annuitant in the year, and the fair market value of all
the property.”

(b) where subparagraph d of the second paragraph of section
961.6 of the Taxation Act, repealed by this section, applies after 31
December 1987 and before 1 January 1991, it shall read as follows:”.

(2) This section has effect from 20 June 1991.

1991, c. 25, 396. (1) Section 158 of the said Act is amended by replacing
s 188 am. gybsection 2 by the following subsection:

“(2) This section aRplies in respect of contracts or life insurance
policies last acquired after 31 December 1989.”
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(2) This section has effect from 20 June 1991.

397. (1) Section 159 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of life insurance policies last
acquired after 31 December 1989.”

(2) This section has effect from 20 June 1991.

398. (1) Section 161 of the said Act is amended by replacing
subsections 2 and 3 by the following subsections:

“(2) Paragraphs 1 and 2 of subsection 1 apply in respect of
ggrglgracts or life insurance policies last acquired after 31 December

“(8) Paragraph 3 of subsection 1 applies in respect of policies last
issued after 31 December 1989.”

(2) This section has effect from 20 June 1991.

399. (1) Section 162 of the said Act is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of policies last issued after 31
December 1989.”

(2) This section has effect from 20 June 1991.

400. (1) Section 16 of the Act to amend the Taxation Act and
other fiscal legislation (1992, chapter 1) is amended by replacing
subsection 2 by the following subsection:

“(2) This section applies in respect of shares acquired after 2 May
1991. However, where section 49.1 of the Taxation Act, relgealed by
this section, applies in respect of shares acquired after 31 December
%912137 and before 3 May 1991, paragraphs a to ¢ thereof shall read as
ollows:

“(a) the amount payable by the employee to acquire the share
is equal to or greater than the amount by which the fair market value
of the share at the time the agreement was made exceeds the amount
paid by the employee to acquire the right to acquire the share, or
where the rights under the agreement were acquired by the employee
as a result of one or more dispositions of rights in respect of which
section 49.4 applied, the amount payable by the employee to acquire
the old share under the exchanged option that was disposed of in

499



CHAP 16 Taxation Act 1993

Coming into
force

consideration for the new option in the first such disposition was equal
to or greater than the amount by which the fair market value of the
old share at the time the agreement in respect of the exchanged option
was made exceeds the amount paid by the employee to acquire the
right to acquire the old share;

“(b) the share was acquired by an employee who, immediately
after the agreement was made, and where the rights under the
agreement were acquired by the employee as a result of one or more
dispositions in respect of which section 49.4 applied, at the time that
the agreement in respect of the exchanged option was made and at
the time immediately after each disposition, was dealing at arm’s
length with the particular corporation contemplated in section 48,
with the corporation a share of the capital stock of which the particular
cm})oration contemplated in section 48 has agreed to sell or to issue,
and with the corporation of which he is an employee; and

“(c) the share is a share contemplated in subparagraph ii of
paragraph d of subsection 1 of section 110 of the Income Tax Act
(Statutes of Canada).”.”

(2) This section has effect from 18 March 1992.
401. This Act comes into force on 15 June 1993.
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