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An Act to amend the Taxation Act

[.Assented to 18 March 1982]

HER MAJESTY, with the advice and consent of the National 
Assembly of Québec, enacts as follows:

1. (1) Section 1 of the Taxation Act (R.S.Q., chapter 1-3), 
amended by section 20 of chapter 81 of the statutes of 1979 and by 
section 1 of chapter 13 of the statutes of 1980 is again amended

(1) by inserting, after the definition of the expression “busi­
ness” , the following definition:

“ “Canada” includes
(a) the sea bed and subsoil of the submarine areas adjacent to 

the coasts of Canada in respect of which the Government of Can­
ada or of a province grants a right, licence or privilege to explore 
for, drill for or take any minerals, petroleum, natural gas or any 
related hydrocarbons; and

(b ) the seas and airspace above the submarine areas referred 
to in paragraph a in respect of any activities carried on in connec­
tion with the exploration for or exploitation of any resource 
referred to in that paragraph;” ;

(2) by inserting, after the definition of the expression “Minis­
ter” , the following definition:

“ “mortgage investment corporation” has the meaning 
assigned by section 1108;” ;

(3) by inserting, after the definition of the expression “Can­
ada” , the following definition:

“ “Canadian-controlled private corporation” means a private 
corporation that is a Canadian corporation other than a corporation 
controlled, directly or indirectly in any manner whatever, by one 
or more persons not resident in Canada, by one or more public
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corporations, other than a prescribed corporation, or by any 
combination of such persons and corporations;” ;

(4) by replacing paragraph c of the definition of the expres­
sion “dividend” by the following paragraph:

“(c) after 31 March 1977, by a public corporation, other than 
an investment corporation, either

i. to a person not resident in Canada, other than a person 
who, either alone or together with other persons related to him, 
owns more than 10 per cent of the shares of the class of the capital 
stock of the corporation on which the stock dividend was paid, or

ii. to a person resident in Canada, other than a non-resident 
owned investment corporation, where, either alone or together 
with other persons related to it, he owns more than 10 per cent of 
the shares of the class of the capital stock of the corporation on 
which the stock dividend was paid or where such dividend is paid 
on shares of a class of shares that is not the same as the class to 
which the share on which the stock dividend was paid belongs or 
other than a corporation, other than a non-resident-owned invest­
ment corporation, to which a dividend paid on the share of the class 
of the capital stock of the corporation on which the stock dividend 
was paid would, if paid at the time the stock dividend was paid, not 
be deductible for the purpose of computing its taxable income;”;

(5) by striking out the word “and” at the end of paragraph b of 
the definition of the expression “child” , by inserting the word 
“and” at the end of paragraph c of that definition, and by adding, at 
the end of paragraph c, the following paragraph:

“(d ) a child of the taxpayer’s spouse;” ;
(6) by inserting, after the definition of the expression 

“employee” , the following definition:
“ “employee trust” has the meaning assigned by sections 47.7 

to 47.9;” ;
(7) by inserting, after the definition of the expression “Cana­

dian corporation” , the following definition:
“ “Canadian oil and gas property expense” has the meaning 

assigned by sections 418.2 to 418.4;” ;
(8) by inserting, after the definition of the expression “sis­

ter” , the following definition:
“ “specified financial institution” has the meaning assigned by 

section 740.1;” ; and
(9) by inserting, after the definition of the expression 

“employee” , the following expression:
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“ “employee benefit plan” has the meaning assigned by section 
47.6;” .

(2) Paragraph 1 of subsection 1 applies to the taxation year 
1972 and subsequent taxation years.

(3) Paragraph 2 of subsection 1 applies to taxation years 
commencing after 1971.

(4) Paragraph 3 of subsection 1 applies to the taxation year 
1979 and subsequent taxation years.

(5) Paragraph 4 of subsection 1 applies in respect of a stock 
dividend paid after 16 November 1978 to a non-resident owned 
investment corporation, after 11 December 1979 by an investment 
corporation, or after 21 April 1979 to a life insurance company.

(6) Paragraph 5 of subsection 1 applies to the taxation year 
1979 and subsequent taxation years.

(7) Paragraphs 6 and 9 of subsection 1 have effect as from 1 
January 1980.

(8) Paragraph 7 of subsection 1 has effect as from 12 Decem­
ber 1979.

(9) Paragraph 8 of subsection 1 has effect as from 17 Novem­
ber 1978.

2. (1) The said Act is amended by inserting, after section 1.1, 
the following section:

“1.2 For the purposes of this Part, excepting subsection 1 of 
section 618, where a person has acquired a property in substitution 
for a particular property that he disposed of and subsequently, by 
one or more transactions, has acquired another property in substi­
tution for that property or for a property already acquired in sub­
stitution, every property so acquired is deemed to be a property 
that has been substituted for the particular property.”

(2) This section has effect as from 12 December 1979.

3. (1) Section 20 of the said Act is amended by replacing 
what precedes paragraph a by the following:

“20. For the purposes of section 19 and sections 21.1 to 
21.4.1,” .

(2) This section, to the extent that it refers to section 19, to 
the second paragraph of section 21.1 and to section 21.4 of the Tax­
ation Act, applies to the taxation year 1972 and subsequent taxa­
tion years; to the extent that it refers to the first paragraph of sec­
tion 21.1 and to sections 21.2 and 21.3 of the said Act, it applies in
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respect of taxation years ending after 31 March 1977 and, to the 
extent that it refers to the third paragraph of section 21.1 and to 
section 21.4.1, it has effect as from 12 December 1979.

4. (1) Section 21.1 of the said Act, replaced by section 2 of 
chapter 13 of the statutes of 1980, is amended by adding the follow­
ing paragraph:

“Section 21.4.1 applies in respect of the control of a corpora­
tion for the purposes of sections 384 and 736.”

(2) This section has effect as from 12 December 1979.

5. (1) Sections 21.2 and 21.3 of the said Act are replaced by 
the following sections:

“21.2 Where there has been an amalgamation, within the 
meaning of section 544, of several corporations after 31 March 
1977, and a person or a group of persons controlling the new corpo­
ration immediately after the amalgamation did not control a partic­
ular predecessor corporation immediately before the amalgama­
tion, that person or group of persons is deemed to have acquired 
control of the particular predecessor corporation immediately 
before the amalgamation.

“21.3 Where shares of a particular corporation are acquired 
by a person after 31 March 1977, that person is deemed not to have 
acquired control of that corporation by virtue of that share acquisi­
tion if that person was, immediately before that acquisition, 
related, otherwise than by virtue of a right referred to in para­
graph b of section 20, to the corporation, if he acquires the shares 
by way of a distribution of the property from the estate of a person 
with whom he was related or if he is testamentary executor, trus­
tee 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 virtue of a right referred to in paragraph b of 
section 20, to the particular corporation immediately before the 
amalgamation.”

(2) This section, to the extent that it replaces section 21.2 of 
the Taxation Act, has effect as from 26 February 1981 and, to the 
extent that it replaces section 21.3 of the said Act, applies in 
respect of the acquisition, after 11 December 1979, of a right 
referred to in paragraph b of section 20 of the said Act.

6 . (1) The said Act is amended by inserting, after section 
21.4, enacted by section 3 of chapter 13 of the statutes of 1980, the 
following section:
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shares “21.4.1 Where at any time a taxpayer acquires a right
deemed to referre(j to in paragraph b of section 20 and it can reasonably be 
acquired, concluded that one of the main purposes of the acquisition is to 

avoid any limitation on the deductibility of any net capital loss, 
non-capital loss or amount referred to in section 384, the taxpayer 
is deemed to acquire at that time the shares to which the right is 
attached.”

(2) This section applies in respect of the acquisition, after 11 
December 1979, of a right referred to in paragraph b of section 20 
of the Taxation Act.

r .s .q ., c. 7. (1) Section 21.5 of the said Act, enacted by section 3 of 
i-3, s. 2i.5, chapter 13 of the statutes of 1980, is amended

(1) by replacing that part of paragraph a that precedes 
subparagraph i by the following:

“(a) under the terms or conditions of the share, an agreement 
relating to the share or a modification of such terms, conditions or 
agreement,” ;

(2) by replacing subparagraphs ii and iii of paragraph a by the 
following subparagraphs:

“ii. the particular corporation or any other person is or may 
be required to redeem, acquire or cancel, in whole or in part, the 
share or reduce its paid-up capital within ten years of the date of 
issue, otherwise than pursuant to a requirement of the particular 
corporation to redeem, acquire or cancel annually not more than 5 
per cent 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 of the shares be in 
proportion to the number of shares of the class or, where such 
shares are of a series of a class, of that series, registered in the 
name of each shareholder;

“iii. the particular corporation or any other person provides 
or may be required to provide any form of guarantee, indemnity or 
similar covenant with respect to the share, including the lending of 
funds to or the placing of amounts on deposit with, or on behalf of, 
the holder of the share or any person related to him; or” ; and

(3) by replacing paragraph b by the following paragraph:
“ (b) the owner of the share acquired it after 23 October 1979 

and either alone or together with one or more of the corporations, 
partnerships or trusts referred to in subparagraphs i to iv, controls 
directly or indirectly the particular corporation or has an absolute 
or contingent right to control it directly or indirectly or to acquire 
direct or indirect control thereof, if such owner is
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i. a corporation described in paragraphs b t o /  of section 250.3 
or an insurance corporation;

ii. a corporation that is controlled directly or indirectly by one 
or more corporations referred to in subparagraph i;

iii. a corporation associated, within the meaning of section 
230.2, with a corporation referred to in subparagraph i or ii that 
acquired the share after 11 December 1979; or

iv. a partnership or trust of which a member or, as the case 
may be, a beneficiary is a corporation referred to in subparagraph i 
or ii or a person related to such a corporation.”

(2) This section has effect as from 17 November 1978; how­
ever, where subparagraphs ii and iii of paragraph a of section 21.5 
of the Taxation Act, replaced by paragraph 2 of subsection 1 of this 
section, apply to a share issued before 24 October 1979, they must 
read as follows:

“ii. the particular corporation or any other person with whom 
that corporation does not deal at arm’s length is or may be 
required to redeem, acquire or cancel, in whole or in part, the 
share or reduce its paid-up capital within ten years of the date of 
issue, otherwise than pursuant to a requirement of the particular 
corporation to redeem, acquire or cancel annually not more than 5 
per cent of the issued and fully paid shares of that class;

“iii. the particular corporation or any other person is required 
or may be required to provide any form of guarantee or similar 
covenant with respect to the share, including the lending of funds 
to or the placing of amounts on deposit with, or on behalf of, the 
owner of the share or any person related to him; or” .

R.S.Q., c. 
1-3, s, 21.6 
am.

8. (1) Section 21.6 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is amended by replacing para­
graphs a to d by the following paragraphs:

“(a ) a share issued after 16 November 1978 and before 1980 
pursuant to an agreement in writing to do so made before 17 
November 1978;

“(b ) a share issued as a stock dividend before 22 April 1980 on 
a share of the capital stock of a public corporation that was not a 
term preferred share, or after 21 April 1980 on a share that was, at 
the time such dividend was paid, a share prescribed for the pur­
poses of paragraph e;

“(c ) a share of a particular corporation resident in Canada, for 
a term that may not exceed ten years, the proceeds from the issue 
of which, in the case of a share issued after 23 October 1979, may 
reasonably be regarded as having been used by the particular cor­
poration or a corporation with which it was not dealing at arm’s
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length in the financing of its business carried on immediately 
before the share was issued, and that was issued

i. as part of a proposal to or an arrangement with its credit­
ors, approved by a competent court under the Bankruptcy Act 
(Statutes of Canada);

ii. while all or substantially all of the assets of the particular 
corporation were under the control of a receiver, receiver- 
manager, sequestrator or trustee in bankruptcy; or

iii. in whole or in part, directly or indirectly, in exchange or 
substitution for a debt obligation of the particular corporation or a 
corporation resident in Canada with which it does not deal at arm’s 
length held by a person with whom the particular corporation or 
the other corporation was dealing at arm’s length at a time when, 
by reason of financial difficulty, the particular corporation or the 
other corporation was in default or could reasonably be expected to 
default on that debt;

“ (d) a share issued before 22 April 1980 by a corporation 
described in any of paragraphs b to / o f  section 250.3 or by a corpora­
tion associated, within the meaning of section 230.2, with any such 
corporation and listed on a prescribed stock exchange in Canada;

(2) This section has effect as from 17 November 1978.

9. (1) Section 21.8 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is replaced by the following sec­
tion:

“21.8 Where, at a particular time after 16 November 1978, in 
respect of a share issued before 17 November 1978, the redemp­
tion date was extended or the terms or conditions relating to its 
redemption, acquisition, cancellation or conversion or to the reduc­
tion of its paid-up capital by the issuer of the share were changed, 
the share is, for the purposes of determining at any time after the 
particular time whether it is a term preferred share, deemed to 
have been issued at the particular time otherwise than pursuant to 
an agreement in writing referred to in paragraph a of section 
21.6. ”

(2) This section has effect as from 17 November 1978.

10. (1) Section 21.9 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is amended by replacing para­
graphs b and c by the following paragraphs:

“(b) where, under the terms or conditions of a share issued 
before 17 November 1978 and not listed on 16 November 1978 on a
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prescribed stock exchange in Canada, of a share issued pursuant to 
an agreement in writing referred to in paragraph a of section 21.6, 
of any agreement between the issuer and the owner of such a 
share, or any agreement relating to such a share made after 23 
October 1979, the owner of the share could at a particular time 
after 16 November 1978 require, either alone or together with one 
or more taxpayers, the redemption, acquisition, cancellation, con­
version or reduction of the paid-up capital of the share otherwise 
than by reason of a failure or default under the terms or conditions 
of the share or of any agreement relating to the issue of the share 
made at the time of such issue; or

“ (c) where, at a particular time after 23 October 1979, a 
specified financial institution or a partnership or trust of which a 
specified financial institution or a person related thereto is a mem­
ber or a beneficiary acquired, otherwise than pursuant to an agree­
ment in writing made before 24 October 1979, from a person other 
than a corporation described in paragraph a or b of section 740.1, a 
share issued before 17 November 1978 or a share issued pursuant 
to an agreement in writing referred to in paragraph a of section 
21.6, other than a share issued to a corporation described in para­
graph a or 6 of section 740.1.”

(2) This section has effect as from 17 November 1978.

11. (1) Section 21.10 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is replaced by the following sec­
tions:

“21.10 Where a specified financial institution receives from 
a corporation not resident in Canada an amount as a dividend on a 
term preferred share, the amount is, for the purposes of para­
graphs c and l of section 87 and sections 746 to 749 and 772, deemed 
to be received as interest and not as a dividend on a share of the 
capital stock of the corporation.

“21.10.1 The rule provided in section 21.10 applies also 
where a particular corporation receives a dividend on a share of 
the capital stock of a corporation not resident in Canada if, at the 
time the dividend is paid, a specified financial institution or a per­
son related to a specified financial institution or a partnership or 
trust of which any such institution or person related thereto is a 
member or a beneficiary, is obligated pursuant to any agreement 
made after 23 October 1979, either absolutely or contingently and 
either at or after the time the dividend is paid, to effect any under­
taking with respect to the share on which the dividend is paid 
including any guarantee, covenant or agreement to purchase or 
repurchase the share, given to ensure that any loss that the particular
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corporation or any partnership or trust of which the particular 
corporation is a member or a beneficiary may sustain by virtue of 
the ownership, holding or disposition of the share is limited in any 
respect, or that the particular corporation or any partnership or 
trust of which it is a member or beneficiary will derive earnings by 
virtue of the ownership, holding or disposition of the share.

“21.10.2 Section 21.10 is not applicable to a dividend 
described therein if the share on which the dividend is paid was not 
acquired in the ordinary course of the business carried on by the 
specified financial institution.”

(2) This section has effect as from 17 November 1978; how­
ever, for the purposes of the application of section 21.10 of the Tax­
ation Act, replaced by subsection 1 of this section, and of sections 
21.10.1 and 21.10.2 of the said Act, enacted by the said subsection 
1, to an amount received as a dividend on a share acquired before 
22 April 1980, every reference in such sections to a “specified 
financial institution” shall be read as a reference to a “corporation 
described in paragraph a or b of section 740.1” .

12. (1) Section 21.12 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is replaced by the following sec­
tion:

“21.12 In this Part, “income bond” or “income debenture” of 
a particular corporation means a bond or debenture in respect of 
which interest or dividends are payable only to the extent that the 
particular corporation has made a profit before taking into account 
the payment of the interest or dividend, and which is a bond or 
debenture

(а) that was issued before 17 November 1978;
(б) that was issued after 16 November 1978 and before 1980 

pursuant to an agreement in writing to do so made before 17 
November 1978; or

(c ) for a term that in no circumstances may exceed five years, 
the proceeds from the issue of which, in the case of a bond or 
debenture issued after 23 October 1979, may reasonably be 
regarded as having been used by the particular corporation or a 
corporation with which it was not dealing at arm’s length in the 
financing of its business carried on immediately before it was 
issued, and, in the case of a bond or debenture issued by a particu­
lar corporation that is resident in Canada, that was issued

i. as part of a proposal to or an arrangement with the credit­
ors of the particular corporation, approved by a competent court 
under the Bankruptcy Act (Statutes of Canada);
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ii. at a time when all or substantially all of the assets of the 
particular corporation were under the control of a receiver, 
receiver-manager, sequestrator or trustee in bankruptcy; or

iii. in whole or in part, directly or indirectly, in exchange or 
substitution for a debt obligation of the particular corporation or 
another corporation resident in Canada with which it does not deal 
at arm’s length held by a person with whom the particular corpora­
tion was dealing at arm’s length at a time when, by reason of finan­
cial difficulty, the particular corporation or the other corporation 
was in default or could reasonably be expected to default on that 
debt.”

(2) This section has effect as from 17 November 1978.

13. (1) Section 21.14 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is replaced by the following sec­
tion:

“21.14 Where, at a particular time after 16 November 1978, 
the maturity date of a bond or debenture was extended or the 
terms or conditions relating to the repayment of the principal 
amount thereof were changed, the bond or debenture is, for the 
purposes of determining at any time after the particular time 
whether it is an income bond or income debenture, as the ease may 
be, deemed to have been issued at the particular time otherwise 
than pursuant to an agreement in writing referred to in paragraph 
b of section 21.12.”

(2) This section has effect as from 17 November 1978.

14. (1) Section 21.15 of the said Act, enacted by section 3 of 
chapter 13 of the statutes of 1980, is amended by replacing para­
graphs b and c by the following paragraphs:

“(6 ) where, under the terms or conditions of a bond or deben­
ture acquired in the ordinary course of the business carried on by a 
specified financial institution or a partnership or trust other than a 
testamentary trust or under the terms or conditions of any agree­
ment relating to any such bond or debenture, other than an agree­
ment made before 24 October 1979 to which the issuer or any per­
son related thereto was not a party, the owner could at a particular 
time after 16 November 1978 require, either alone or together 
with one or more taxpayers, the repayment, acquisition, cancella­
tion or conversion of the bond or debenture otherwise than by rea­
son of a failure or default under the terms or conditions of the bond 
or debenture or of any agreement relating to, and entered into at 
the time of, the issuance of the bond or debenture; or

“(c) where, at a particular time after 23 October 1979, a 
specified financial institution or a partnership or trust o f which a
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specified financial institution or a person related thereto is a mem­
ber or, as the case may be, a beneficiary acquired, otherwise than 
pursuant to an agreement in writing made before 24 October 1979, 
from a person other than a corporation described in any of para­
graphs a and b of section 740.1, a bond or debenture issued before 
17 November 1978 or issued pursuant to an agreement in writing 
referred to in paragraph b of section 21.12, other than a bond or 
debenture issued to a corporation described in paragraph a or b of 
section 740.1.”

(2) This section has effect as from 17 November 1978; how­
ever, where paragraph b of section 21.15 of the Taxation Act, 
replaced by subsection 1 of this section, applies, during the period 
commencing on 17 November 1978 and ending on 23 October 1979, 
to a bond or debenture issued before 17 November 1978 or where 
the said paragraph b applies to a bond or debenture issued after 16 
November 1978 and before 24 October 1979, it must be read as fol­
lows:

“(b) where, under the terms or conditions of a bond or deben­
ture acquired in the ordinary course of the business carried on by a 
corporation described in paragraph a or b of section 740.1 or a part­
nership or trust other than a testamentary trust, the owner of the 
bond or debenture could, at a particular time after 16 November 
1978, require the payment in principal of the bond or debenture, 
otherwise than by reason of a failure or default under the terms or 
conditions of the bond or debenture; or” .

15. (1) Section 23 of the said Act is amended by replacing 
subparagraph b of the second paragraph, in the French text, by 
the following subparagraph:

“b ) du montant qui serait son revenu gagné au Canada visé 
dans l’article 1090 pour toute période de l’année autre que celle 
mentionnée dans le paragraphe a, s’il n’avait résidé au Canada à 
aucun moment de l’année, calculé comme si cette période consti­
tuait toute une année d’imposition, moins les déductions permises 
par le livre IV qui peuvent raisonnablement être considérées 
comme étant attribuables à cette période. Aux fins de ce calcul, un 
particulier qui a cessé de résider au Canada au cours de l’année 
dans les circonstances mentionnées dans l’article 1093 est réputé 
avoir cessé d’y résider au cours d’une année antérieure dans les 
mêmes circonstances.”

(2) This section has effect as from 1 September 1979.
16. (1) Section 38 of the said Act is amended by adding the 

following paragraph:
“Nor is he required to include therein the value of benefits 

under an employee benefit plan or employee trust.”
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(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

17. Section 39 of the said Act is amended by replacing para­
graph g by the following paragraph:

“ (g) travelling, personal, living or representation expense 
allowances determined by regulation.”

18. Section 42 of the said Act is amended by replacing sub­
section 3 by the following subsection:

“(3) This section does not apply to an individual whose duties 
oblige him to be absent for less than 36 consecutive hours from his 
ordinary place of residence nor to an individual who is entitled to 
the deduction contemplated in section 79.1.”

19. (1) The said Act is amended by inserting, after section 
47, the following division and sections:

“DIVISION V .l

“ E M P L O Y E E  b e n e f i t  p l a n s  a n d  e m p l o y e e  t r u s t s

“47.1 An individual shall include in computing his income for 
a taxation year an amount that is allocated to him for that year by a 
trustee under an employee trust and an amount received by him in 
the year out of or under an employee benefit plan or from the dis­
position of any interest in any such plan.

“47.2 Notwithstanding section 47.1, an individual is not 
required to include in computing his income an amount received in 
respect of an employee benefit plan, to the extent that such 
amount represents a return of amounts contributed to the plan by 
him or a deceased employee of whom he is an heir or legal repre­
sentative, a death benefit or an amount that would, but for the 
deduction provided for in sections 3 and 4, be a death benefit, or a 
pension benefit attributable to services rendered by a person in a 
period during which he was not resident in Canada.

“47.3 For the purposes of section 47.2, an amount included in 
computing the income of an individual in respect of an employee 
benefit plan for a taxation year preceding the year in which it is 
paid, is deemed to be an amount contributed to the plan by the 
individual.

“47.4 For the purposes of section 47.2, where an amount is 
received in a taxation year by an individual from an employee ben­
efit plan that was in a preceding year an employee trust, that 
amount is deemed to be the return of the amounts contributed to
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the plan by the individual, up to the amount by which the lesser of 
the amounts determined under paragraph a or b of section 47.5 
exceeds the aggregate of all amounts previously received out of 
the plan by the individual or a deceased person of whom he is an 
heir or legal representative at a time when the plan was an 
employee benefit plan, to the extent that the latter amounts were 
deemed under this section to be a return of amounts contributed to 
the plan.

“47.5 The amounts referred to in section 47.4 are the follow­
ing:

(a) the amount by which the aggregate of all amounts allo­
cated to the individual or a deceased person of whom he is an heir 
or legal representative, by a trustee of the plan at a time when the 
plan was an employee trust, exceeds the aggregate of all amounts 
previously paid out of the plan to or for the benefit of the individual 
or the deceased person at that time; and

(b ) the portion of the amount by which the cost amount to the 
plan of its property immediately before it ceased to be an employee 
trust, that the amount determined under paragraph a in respect of 
the individual is of the aggregate of amounts determined under 
that paragraph is in respect of all individuals who were beneficiaries 
under the plan at that time, exceeds the liabilities of the plan at that 
time.

“47.6 For the purposes of this division, “employee benefit 
plan” means an arrangement under which contributions are made 
by an employer or a person with whom he does not deal at arm’s 
length to another person, referred to in sections 135.1 and 209.1 to 
209.4 as the “custodian” , and under which one or more amounts, 
other than an amount that, if this chapter were read without refer­
ence to the second paragraph of section 38 and to section 47.1, 
would not be required to be included in computing the income of 
the recipient, are to be paid to or for the benefit of employees or 
former employees of the employer or persons who do not deal at 
arm’s length with any such employee or former employee.

However, such a plan does not include a plan referred to in the 
first paragraph of section 38 or in section 43 or 47, a trust referred 
to in paragraph m of section 998, an employee trust, an arrange­
ment the sole purpose of which is to provide education or training 
for employees of the employer to improve their work or work- 
related skills and abilities or a prescribed fund or plan.

“47.7 For the purposes of this division, “employee trust” 
means an arrangement established after 1979, the trustee of which 
arrangement has elected to qualify it as an employee trust in the 
fiscal return filed within 90 days from the end of its first taxation 
year and under which
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(a ) payments are made by one or more employers to a trustee 
in trust solely to provide for the payment of benefits to employees 
or former employees of the employer or a person with whom the 
employer does not deal at arm’s length;

(b ) the right to a benefit referred to in paragraph a vests only 
at the time of payment thereof;

(c ) the amount of a benefit referred to in paragraph a does not 
depend on the individual’s position, performance or compensation 
as an employee; and

(d) the trustee has, since the commencement of the arrange­
ment, each year allocated to individuals who are beneficiaries 
under the trust, in such manner as is reasonable, an amount equal 
to the excess contemplated in section 47.8.

“47.8 The excess referred to in paragraph d of section 47.7 is 
obtained by subtracting the aggregate of the capital losses of the 
trust for the year from the disposition of property and of the 
losses, other than allowable capital losses from the disposition of 
property, of the trust for the year from any source other than a 
business, from the aggregate of amounts received under the 
arrangement by the trustee in the year from an employer or from a 
person with whom the employer does not deal at arm’s length, cap­
ital gains of the trust for the year from the disposition of property 
and amounts that would, but for paragraph a of section 657 and 
section 657.1, be the income of the trust for the year, other than a 
taxable capital gain from the disposition of property, from any 
source other than a business.

“47.9 Notwithstanding section 47.7, an employee trust does 
not include a profit sharing plan, a deferred profit sharing plan or a 
plan revoked under sections 876 to 879.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years, except to the extent that it enacts sections 
47.6 to 47.9 of the Taxation Act, in which case it has effect as from 
1 January 1980.

20. (1) Section 64 by of the said Act is replaced by the follow­
ing section:

“64. An individual entitled to a deduction under section 62 or 
63 may also deduct any interest he paid in the year on a loan made 
to purchase an automobile used only in the performance of his 
duties or an aircraft that is required for use in the performance of 
his duties.

He may also deduct such part of the capital cost of an automo­
bile used by him in the performance of his duties or of an aircraft 
contemplated in the first paragraph as regulations allow.”
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(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

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

“64.2 Notwithstanding any other provision of this Act, an 
individual who uses an aircraft that is owned or rented by him for 
travelling in the performance of his duties shall not deduct the 
aggregate of the amounts that would otherwise be deductible pur­
suant to section 62, 63 or 64, in respect of that aircraft, except to 
the extent that such aggregate is reasonable in the circumstances 
having regard to the cost and availability of other modes of trans­
portation.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

22. (1) The said Act is amended by inserting, after section 
79, the following sections:

“79.1 Where an individual who is resident in Canada in a tax­
ation year performed all or substantially all the duties of his 
employment in one or more countries other than Canada through­
out a period of more than 6 consecutive months that commenced in 
the year or a previous year, he may deduct, in computing his 
income for the year from that employment, the amount provided 
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 con­
tract under which the specified employer carries on business in 
such country or countries with respect to the exploration for, or 
exploitation of, petroleum, natural gas, minerals or other similar 
resources, or in respect of an agricultural, contruction, installation 
or engineering activity or any prescribed activity, or for the pur­
pose of obtaining such a contract for the specified employer.

“79.2 The amount referred to in section 79.1 is equal to the 
lesser of the following amounts:

(a) 55% of the portion of the income of the individual for the 
year, computed without reference to section 79.1, from that 
employment that is reasonably attributable to those duties per­
formed, if section 23 is applicable, during the period of the year 
referred to in subparagraph a of the second paragraph of the latter 
section that is within the particular period, or, if section 23 is not 
applicable, within the particular period; or

(b ) that portion of $55 000 that the number of days in that 
portion of the particular period that is in the year is of 365.

“79.3 For the purposes of section 79.1, “specified employer” 
means
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(a ) a person resident in Canada;
(b ) a partnership in respect of which the aggregate fair mar­

ket value of the interests in the partnership, each of which is 
owned by a member resident in Canada or a corporation controlled 
by persons resident in Canada, exceeds 10% of the aggregate fair 
market value of all of its members’ interests in the partnership; 
and

(c ) a corporation that is a foreign affiliate of a person resident 
in Canada.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

23. (1) The said Act is amended by inserting, after section 
85, the following sections:

“85.1 For the purposes of section 83, the fair market value of 
the property described in the inventory of a taxpayer means the 
replacement cost of the property.

“85.2 Section 85.1 does not apply to property that is obso­
lete, damaged or defective or that is held for sale or lease or for the 
purpose of being processed, fabricated, manufactured, incorpora­
ted into, attached to, or otherwise converted into property for sale 
or lease.

“85.3 Without restricting the generality of this chapter, 
property, other than capital property, of a taxpayer that is adver­
tising or packaging material, parts or supplies must be included in 
his inventory and anything used primarily for the purpose of 
advertising or packaging property that is included in the inventory 
of a taxpayer is deemed not to be property held for sale or lease or 
for any of the purposes referred to in section 85.2.”

(2) This section applies in respect of property acquired after 
11 December 1979.

24. (1) Section 87 of the said Act, amended by section 6 of 
chapter 13 of the statutes of 1980, is again amended

(1) by replacing paragraph j  by the following paragraphs:
“(j) any amount received by him in the year out of or under an 

employee trust or a profit sharing plan established for the benefit 
of employees of the taxpayer or of a person with whom the tax­
payer does not deal at arm’s length;

“(j. 1) the amount by which the aggregate of amounts received 
by him in the year out of or under an employee benefit plan to 
which he has contributed as an employer exceeds the amount by 
which the aggregate of all amounts contributed by him to the plan,
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or included in computing his income for any preceding taxation 
year by virtue of this paragraph exceeds the aggregate of all 
amounts deducted by him in respect of his contributions to the plan 
in computing his income for the year or any preceding taxation 
year, or received by him out of or under the plan in any preceding 
taxation year;” ; and

(2) by replacing the period at the end of paragraph q by a semi­
colon and by adding, after such paragraph, the following para­

graphs:
“ (r) the aggregate of all amounts each of which is the maxi­

mum amount that an insurer may claim in the year in respect of a 
reserve for a reinsurance commission for a policy as allowed by 
regulations made under the second paragraph of section 152 in 
respect of a risk the reinsurance of which is assumed by the tax­
payer;

“ (s) the amount of any grant received by him in the year 
under a prescribed program relating to home insulation or energy 
conversion in respect of a property used by him principally for the 
purpose of gaining or producing income from a business or prop­
erty;

“(t ) the amount by which the aggregate of amounts deter­
mined at the end of the year in respect of him under section 225 
exceeds the aggregate of amounts determined at that time in 
respect of him under sections 222 to 224;

“(u ) the prescribed amount deducted in computing the tax­
payer’s tax payable for the year under a prescribed law, to the 
extent that such amount is not included in an amount determined 
under subparagraph vii of paragraph e of section 93 and sections 
101 and 225.”

(2) Paragraph 1 of subsection 1 applies in respect of an 
amount received after 1979.

(3) Paragraph 2 of subsection 1, to the extent that it enacts 
paragraph r of  section 87 of the Taxation Act, applies to the taxa­
tion year 1980 and subsequent taxation years; to the extent that it 
enacts paragraph s of the said section 87, it applies to the taxation 
year 1981 and subsequent taxation years; to the extent that it 
enacts paragraph t of the said section 87, it applies to taxation 
years ending after 12 January 1981 and, to the extent that it enacts 
paragraph u of the said section 87, it applies to taxation years end­
ing after 11 December 1979.

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

“8 7 .1  For the purposes of subparagraph ii of paragraph e of 
section 87, in computing an insurance corporation’s income from
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carrying on an insurance business for its taxation year 1978, the 
amount by which the aggregate of all amounts each of which is an 
amount deducted by the corporation in computing its income for a 
taxation year ending before 1978 that was in respect of an event 
giving rise, or likely to give rise, to a claim under an insurance pol­
icy, other than a life insurance policy, exceeds the aggregate of all 
amounts paid by the corporation before its taxation year 1978 in 
respect of such deducted amounts, is deemed to be an amount that 
was deducted by the corporation under section 152 in computing 
its income from that business for its taxation year 1977.”

(2) This section applies to the taxation year 1978.

26. (1) Section 92 of the said Act is replaced by the following 
sections:

“92. Notwithstanding paragraph c o f section 87, in 
computing its income for a taxation year, a corporation, partner­
ship, unit trust or any trust of which a corporation or a partnership 
is a beneficiary, shall include any interest that accrued to it, or 
became receivable or was received by it, in the year to the extent 
that such interest was not included in computing its income for a 
previous taxation year.

“92.1 For the purposes of section 92, where a corporation, 
partnership or trust therein referred to acquires at any time after 
19 December 1980 an interest in an annuity contract, an amount 
determined in prescribed manner is deemed to accrue to it as inter­
est in each taxation year during which it holds the interest in the 
contract.

“92.2 Section 92 does not apply to a corporation, partnership 
or trust, other than a corporation described in any of paragraphs b 
to e of section 250.3 or any other corporation, other than a mutual 
fund corporation or a mortgage investment corporation, whose 
principal business is the making of loans or that borrows money 
from the public in the course of carrying on a business the principal 
purpose of which is the making of loans, with respect to interest on 
an obligation acquired by it before 29 October 1980, unless the obli­
gation was issued by a person with whom the corporation or trust 
or any member of the partnership was not dealing at arm’s length.

“92.3 For the purposes of section 92.2, where at a particular 
time after 28 October 1980, the maturity date of an obligation 
acquired before 29 October 1980 is extended, the terms or condi­
tions relating to the repayment of the principal amount are 
changed, or the holder could require the repayment, acquisition, 
cancellation or conversion of the obligation, otherwise than by rea­
son of a failure or default under the terms or conditions thereof, 
the obligation is deemed to be a new obligation acquired by the 
holder thereof at that particular time.”
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(2) This section applies to taxation years commencing after 28 
October 1980.

R.s.Q., c. 27. (1) Section 93 of the said Act is amended
1-3, s. 93
am (1) by replacing paragraph c by the following paragraph:
“déprécia- “(c ) “depreciable property” of a taxpayer as of any time in a
erjy,r0|> taxation year means property acquired by the taxpayer in respect 

of which he has been allowed, or, if he owned the property at the 
end of the year, would 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) by striking out the word “and” at the end of subparagraph 
i of paragraph e, by replacing the phrase “exceeds the aggregate 
o f ’ at the end of subparagraph ii of the said paragraph e by the 
word “and” and by inserting, after the said subparagraph ii, the 
following subparagraph:

“ii. 1 the amount of any assistance that has been repaid by the 
taxpayer, pursuant to an obligation to do so, in respect of a depre­
ciable property of that class subsequent to the disposition of the 
property that would have been included in computing the capital 
cost of that property under section 101 had the repayment been 
made before the disposition, exceeds the aggregate of” ; and

(3) by striking out the word “and” at the end of subparagraph 
v of paragraph e, by adding the word “and” at the end of 
subparagraph vi of the said paragraph e, and by adding, after 
subparagraph vi, the following subparagraph:

“vii. the amount of any assistance the taxpayer received or 
was entitled to receive before that time in respect of or for the 
acquisition of a depreciable property of that class subsequent to 
the disposition of such property, that would have been included, 
under section 101, in the amount of the assistance the taxpayer 
received or was entitled to receive in respect of that property had 
that amount been received before the disposition of the property;”

(2) Paragraph 1 of subsection 1 applies in respect of the acqui­
sition of property after 11 December 1979 and paragraphs 2 and 3 
of the said subsection 1 apply to taxation years ending after 11 
December 1979.

R.s.Q., c. 28. (1) Section 94 of the said Act is replaced by the following
replaced̂  Section:

Recap- “94 .  Where, at the end of a taxation year, the aggregate of
deprl all amounts determined under subparagraphs iii to vii of paragraph 
be includede secti°n 93 in respect of depreciable property of a prescribed 
in income class of a taxpayer exceeds the aggregate of all amounts deter- 
on dispose m jne(] un(jer subparagraphs i to ii.l of the said paragraph in
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respect of depreciable property of that class, the excess shall be 
included in computing the taxpayer’s income for the year.”

(2) This section applies to taxation years ending after 11 
December 1979.

29. (1) The said Act is amended by inserting, after section
97.1, the following sections:

“97.2 Where, at any time, a taxpayer acquires a capital 
property that is depreciable property or real property in respect of 
which, before that time, the taxpayer or any person with whom he 
was not dealing at arm’s length was entitled to a deduction in 
computing his income in respect of any amount paid or payable for 
the use of, or the right to use, the property and the cost or the cap­
ital cost, determined without reference to this section, at that time 
of the property to the taxpayer is less than the fair market value 
thereof at that time determined without reference to any option 
with respect to that property, for the purposes of this division, sec­
tions 130,130.1, 142 and 149 and any regulations made under para­
graph a of section 130 or under section 130.1, the following rules 
apply:

(a) the taxpayer is deemed to acquire the property at that 
time at a cost equal to the lesser of the fair market value of the 
property at that time determined without reference to any option 
with respect to that property, and the aggregate of the cost or the 
capital cost, determined without reference to this section, of the 
property to the taxpayer and all amounts each of which is an outlay 
or expense made or incurred by the taxpayer or by a person with 
whom he was not dealing at arm’s length at any time for the use of, 
or the right to use, the property, other than amounts paid or paya­
ble to a person with whom the taxpayer was not dealing at arm’s 
length;

(b ) the taxpayer shall add, to the total depreciation allowed to 
him before that time in respect of the prescribed class to which the 
property belongs, the amount by which the cost of the property 
determined under paragraph a exceeds the cost or the capital cost 
thereof, determined without reference to this section; and

(c) where the property would, but for this paragraph, not be 
depreciable property of the taxpayer, it is deemed to be depreciable 
property of a separate prescribed class of the taxpayer.

“97.3 Where, in a taxation year, a taxpayer disposes of a 
capital property that is an option with respect to depreciable prop­
erty or real property in respect of which the taxpayer or any per­
son with whom he is not dealing at arm’s length is entitled to a 
deduction in computing his income in respect of any amount paid 
for the use of, or the right to use, the property, for the purposes of
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this division, the amount, if any, by which the proceeds of disposi­
tion to the taxpayer of the option exceed his cost in respect thereof 
is deemed to be an excess referred to in section 94 in respect of the 
taxpayer for the year.”

corpora- “97.4 For the purposes of paragraph a of section 97.2 and 
deemed in section 97.3, where a particular corporation has been incorporated 
existence. 0r otherwise formed after the time any other corporation, with 

which the particular corporation would not have been dealing at 
arm’s length had the particular corporation been in existence 
before such time, was formed, the particular corporation is 
deemed to have been in existence from the time of the formation of 
the other corporation and to have been not dealing at arm’s length 
with the other corporation.”

(2) This section, to the extent that it enacts sections 97.2 and 
97.4 of the Taxation Act, applies in respect of the acquisition of 
property after 11 December 1979 and, to the extent that it enacts 
section 97.3 of the said Act, it applies in respect of the disposition 
of property after 12 January 1981.

R .S .Q ., c. 30. (1) Section 101 of the said Act is replaced by the follow-
repiaced01' ing section:
Capital 101. For the purposes of this Part, where a taxpayer has
property received or is entitled to receive assistance from a government, 
acquired municipality or other public authority in respect of, or for the 
assistance, acquisition of depreciable property, whether as a subsidy, grant, 

forgiveable loan, deduction from tax, investment allowance or in 
any other form, the capital cost of the property to the taxpayer is 
deemed to be, unless otherwise prescribed, the amount by which 
the aggregate of the capital cost of the property otherwise deter­
mined and the amount of the assistance, in respect of that prop­
erty, repaid by the taxpayer, pursuant to an obligation to repay, 
before the disposition of the property exceeds the amount of such 
assistance the taxpayer has received or is entitled to receive in 
respect of that property before the disposition thereof.”

(2) This section applies to a taxation year ending after 11 
December 1979.

R .S .Q ..C . 31.(1) The said Act is amended by inserting, after section
ioi I 101.2, the following section:
added.

Amount U 101.3 For the purposes of section 101, where a prescribed 
deemed to amount is required to be added in computing a prescribed tax 
received as deduction to which a member of a partnership or beneficiary of a 
assis ance. j.rug^  ag case may ^  js entitled at the end of his taxation year, 

such amount is deemed to have been received by the partnership 
or trust, as the case may be, at the end of its fiscal period ending in
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that taxation year, as assistance from a government for the acqui­
sition of depreciable property.”

(2) This section applies to the taxation year 1975 and subse­
quent taxation years.

32. (1) Section 110.1 of the said Act is amended by replacing 
subsection 1 by the following subsection:

“ 110.1  (1) Where in a taxation year, an amount has become 
payable to a taxpayer in respect of a disposition of an intangible 
capital property, in this section referred to as his “former prop­
erty” , and the taxpayer so elects, under this section, in his fiscal 
return filed in accordance with section 1000, for the taxation year 
in which he acquires, as a replacement property for his former 
property, a replacement property, that part of such amount which 
would otherwise be included in the aggregate determined under 
subparagraph ii of paragraph b of section 107 in respect of a busi­
ness, if that subparagraph were read without reference to the 
words “one-half o f ’ , as has been used by the taxpayer before the 
end of the first taxation year following the year during which he 
disposes of the former property to acquire the replacement prop­
erty, shall, to the extent of one-half thereof, be included in that 
aggregate, for the purposes of computing the intangible capital 
amount of the taxpayer in respect of the business, only from the 
later of the time the replacement property was acquired by the 
taxpayer and the time the former property was disposed of by the 
taxpayer.”

(2) This section applies in respect of the disposition of prop­
erty after 11 December 1979.

33. (1) Section 111 of the said Act is amended by replacing 
paragraph b by the following paragraph:

“(6 ) funds or property of the corporation appropriated in any 
manner whatever to him or for his benefit, or”

(2) This section applies to the taxation year 1972 and subse­
quent taxation years.

34. (1) Section 112 of the said Act is replaced by the follow­
ing section:

“112. Section 111 does not apply if the amount or value men­
tioned therein is deemed to be a dividend under sections 504 to 510 
and 517 or if it arises out of the reduction of capital of a corpora­
tion, the acquisition, the cancellation or the 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 568 apply, the payment of a dividend or a stock dividend, the 
conferring on all holders of common shares of the capital stock of
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the corporation of a right to buy additional common shares from 
that corporation or a transaction described in paragraph d or e of 
subsection 2 of section 504.”

(2) This section applies in respect of a transaction occurring 
after 1978.

35. (1) Section 114 of the said Act is amended by replacing 
the second paragraph by the following paragraph:

“Section 113 also does not apply if such arrangements are 
made and if that loan is granted to a person who is an employee of 
the lender to enable or assist him to acquire an automobile to be 
used by him in the performance of his duties, or, where the lender 
is a corporation, to purchase for his own benefit fully paid shares of 
the capital stock of the corporation sold to him by the latter, or 
fully paid shares of the capital stock of a corporation related to the 
lender sold to him by that related corporation or to a person who is 
an employee of the lender or the spouse of such an employee if the 
loan is granted to that person to enable or assist the employee or 
his spouse to acquire a dwelling for his habitation.”

(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

36. (1) The said Act is amended by inserting, after section 
119.1, the following division and sections:

“DIVISION IV. 1

“ DEVELOPMENT BONDS

“ 119.2 For the purposes of this division,
(a) “specified property” of a corporation means property 

acquired by the corporation that is capital property that is land, 
excluding any building or other structure affixed to land, acquired 
by the corporation from a person with whom it was dealing at 
arm’s length, or depreciable property that had not been used for 
any purpose whatever before it was acquired by the corporation, 
but does not include any automobile or transportation equipment 
used principally for the purpose of transporting persons other than 
passengers who pay for the transportation services;

(b) “property used for specified purposes” means property 
used primarily in the carrying on of an eligible business, within the 
meaning of paragraph e of section 451, in Canada but does not 
include property used in a business carried on by a corporation as a 
member of a partnership or property that is used by a corporation 
primarily for the purpose of being leased to any person, other than
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an eligible corporation, that does not use the property primarily 
for the purpose of leasing it to any other person, and that would be 
associated within the meaning of section 230.2 with the corporation 
if this Act were read without reference to paragraph b of section 
20;

“joint elec- (c) “joint election” in respect of any obligation means an elec- 
uon"; tion made in prescribed form jointly by the issuer corporation of 

the obligation and the person who is the holder thereof at the elec­
tion time and filed with the Minister by the holder in which the 
issuer corporation and the holder elect that the provisions of this 
division apply in respect of that obligation and in which the issuer 
corporation declares that it is an eligible corporation, and the prop­
erty, if any, acquired with the proceeds of or financed or 
refinanced by the obligation is property used for specified pur­
poses;

“eligible (d ) “eligible corporation” has the meaning assigned by the
tiwT" regulations;
“qualifying (e ) “qualifying debt obligation” of a corporation at any partic­
ipation”;11 ular time means an obligation that is a bond, debenture, bill, note, 

hypothec, mortgage or similar obligation, the principal amount of 
which is not less than $10 000 or more than $500 000, issued after 
11 December 1979 and before 1982 for a term of not less than one 
year, except in the event of a failure or default under the terms or 
conditions of the obligation, nor more than five years, if the obliga­
tion is issued by the corporation in any of the circumstances 
described in subparagraphs i to iii of paragraph c of section 119.5 
or if all of the proceeds from the issuance of the obligation are used 
by the corporation

i. to acquire after 11 December 1979 and before 1982 property 
that is specified property of the corporation;

ii. to finance prescribed expenditures made by the corpora­
tion after 11 December 1979 and before 1982 in respect of scientific 
research;

iii. to repay before 1982, in whole or in part, one or more obli­
gations of the corporation to the extent of an amount not exceeding 
the cost to the corporation of property referred to in subparagraph 
i or the amount of the expenditures referred to in subparagraph ii 
that was acquired or that were incurred by the corporation after 11 
December 1979 and before the time of such repayment, or

iv . for any com bination o f purposes described  in 
subparagraphs i to iii;

“develop- (f  ) “development bond” at any time means an obligation that
S ’; at that time a qualifying debt obligation issued by a Canadian-
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controlled private corporation in respect of which a joint election 
was made at a particular time that is within 90 days after the later 
of its issue date and 26 February 1981.

“119.3 Where a corporation pays an amount to a taxpayer as 
interest on a development bond it has issued, that amount is 
deemed to have been received by the taxpayer as a taxable divi­
dend.

“119.4 Notwithstanding any other provision of this Part, 
where a corporation has issued a development bond, no deduction 
may be made in computing its income for a taxation year in respect 
of an amount paid or payable as interest on that bond and any 
amount paid by the corporation as interest on the bond is deemed 
to have been paid as a taxable dividend.

“119.5 Notwithstanding any other provision of this Part, 
except for the purposes of subparagraph i of paragraphs c and d of 
subsection 1 of section 771, the taxable income of a corporation 
that has issued a development bond is deemed, for a taxation year, 
to be an amount equal to the aggregate of its taxable income other­
wise determined for the year and the amount payable in respect of 
that period as interest on the obligation, in respect of a period of 
the year during which

(a) the corporation was not an eligible corporation;
(ib ) the property acquired with the proceeds of the bond or the 

property referred to in subparagraph iii of paragraph e of section 
119.2 was not property used for specified purposes by the corpora­
tion or was not owned by the corporation, or

(c ) all or substantially all of the proceeds from the issue of a 
bond that is a debt were not used by the corporation in the 
financing of its business carried on immediately before the time of 
its issuance, if the bond is issued

i. as part of a proposal to, or an arrangement with, its credit­
ors that has been approved by a court under the Bankruptcy Act 
(Statutes of Canada);

ii. at a time when all or substantially all of the assets of the 
corporation are under the control of a receiver, receiver-manager, 
sequestrator or trustee in bankruptcy, or

iii. at a time when, by reason of financial difficulty, the corpo­
ration is in default, or could reasonably be expected to default, on a 
debt held by a person with whom the corporation was dealing at 
arm’s length and it is issued, in whole or in part, directly or indi­
rectly in exchange or substitution for that debt.
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Property “119.6 For the purposes of section 119.5, where a corpora- 
be6owened° tion that has issued a development bond has disposed of specified 
by the" property and, in the thirty-day period after the date of disposition, 
corpora- principal amount of the obligation is reduced by an amount not 

less than the amount by which the proceeds of disposition to the 
corporation of the property exceed the expense incurred by it in 
disposing of the property, the property is deemed to be owned by 
the corporation and to be property used for specified purposes.

Amount U 119.7 Notwithstanding any other provision of this Act, an 
b̂ paid for amount paid or payable by a taxpayer pursuant to a legal obliga- 
eaming tion to pay interest on borrowed money used for the purpose of 
from™ acquiring a development bond is deemed to be an amount paid or 
property°rPaya^̂ e ’ as the case may be, on borrowed money used for the pur­

pose of earning income from a business or property.

Amount ii 119.8 Where a corporation, knowingly or under circum- 
the caie of stances amounting to gross negligence, makes a false declaration 
dedara a J°'nt election in respect of an obligation it has issued, the refer- 
tionara ence in section 119.5 to “the amount payable” shall be read as a ref­

erence to “3 times the amount payable” .

Joint elec- “ 119.9 Where at any particular time a corporation makes a 
tlon' joint election in respect of an obligation it has issued and at or 

before that time the corporation or a corporation associated with 
it, within the meaning of section 230.2, made a joint election in 
respect of any other obligation, the corporation, for the purposes 
of this division, is deemed not to be an eligible corporation.

Arm’s 66 119.10 For the purposes of this division, an eligible corpo-
transac- nation that acquires property from another person who did not deal 
tion. at arm’s length with the corporation immediately after the acquisi­

tion is deemed to acquire the property from the person from whom 
that other person acquired the property, and to do so at the time 
the other person acquired the property.”

(2) This section has effect from 12 December 1979, except to 
the extent that section 119.5 of the Taxation Act enacted thereby 
refers to subparagraph i of paragraphs c and d of subsection 1 of 
section 771 of the said Act, in which case it applies to a taxation 
year ending after 30 June 1981. However, a joint election within 
the meaning of paragraph c of section 119.2 of the Taxation Act 
enacted by this section is deemed to have been made within the 
time referred to in paragraph /  of the said section 119.2, if it is 
made within 90 days following 18 March 1982.
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37. (1) Section 130.1 of the said Act is amended by replacing 
the first paragraph by the following paragraph:

“130.1 Notwithstanding sections 128, 129 and 133, no tax­
payer may deduct any amount in computing his income for a taxa­
tion year under paragraph a of section 130 in respect of his depreci­
able property of a prescribed class where, at the end of the year, 
the aggregate of the amounts determined under subparagraphs i 
to ii.l of paragraph e of section 93 exceeds the aggregate of the 
amounts determined under subparagraphs iii to vii of the said par­
agraph e in respect of his depreciable property of that class and, at 
that time, the taxpayer no longer owns any property of that class.”

(2) This section applies to taxation years ending after 11 
December 1979.

38. (1) Section 135 of the said Act is amended by replacing 
the period at the end of paragraph b by a semicolon and by adding 
the following paragraph:

“(c) an amount paid or payable as a contribution to an 
employee benefit plan.”

(2) This section applies in respect of an amount paid or paya­
ble after 1979.

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

“135.1 Paragraph c of section 135 does not apply in respect 
of a contribution to an employee benefit plan to the extent that the 
contribution is made in respect of services performed by an 
employee who is not resident in Canada and is regularly employed 
in a country other than Canada, and cannot reasonably be 
regarded as having been made in respect of services performed or 
to be performed during a period when the employee is resident in 
Canada.

Nor does it apply in that respect when the custodian of the 
plan is not resident in Canada, to the extent that the contribution 
is made in respect of an employee who is not resident in Canada at 
the time the contribution is made, or was resident in Canada for a 
period, in this paragraph referred to as an “excluded period” , of 
not more than 36 of the 72 months preceding that time and was a 
beneficiary under the plan before becoming resident in Canada, 
and cannot reasonably be regarded as having been made in respect 
of services performed or to be performed during a period, other 
than an excluded period, when the employee is resident in Can­
ada.”
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(2) This section applies in respect of a contribution made after 
1979.

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

“137.1 The deduction allowed to an employer by section 137 
in respect of services rendered by his employees in the year shall 
be decreased by the amount, or the portion thereof, that is deduct­
ible under section 139.”

(2) This section applies in respect of an amount paid after 1980 
that is not deductible in computing the income of an employer for a 
taxation year ending before 1981.

41. (1) Section 138 of the said Act is repealed.
(2) This section applies to a taxation year ending after 1980 in 

respect of an amount paid after 1980.

42. (1) Section 139 of the said Act is amended by replacing 
what precedes paragraph b by the following:

“139. An employer may also deduct the aggregate of each 
payment made by him in the year under a registered retirement 
plan in respect of current or past services of his employees or 
former employees if each of such payments

(a ) is made pursuant to a recommendation by a qualified actu­
ary made in the year or in one of the three immediately preceding 
years on the basis of assumptions that remain valid in the year of 
payment in whose opinion the resources of the plan are required to 
be augmented by an amount not less than the aggregate of those 
payments to ensure that the obligation of the employer to the plan 
and all the obligations of the plan to the employees and former 
employees may be discharged in full, including the obligations 
from the increase in the pension benefits payable out of or under 
the plan; and” .

(2) This section applies in respect of an amount paid after 1980 
that is not deductible in computing income for a taxation year end­
ing before 1981.

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

“144.1 A  taxpayer shall not deduct an amount paid or pay­
able in the year to Her Majesty in right of Canada under a require­
ment pursuant to a prescribed Act.”
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(2) This section applies to the taxation year 1981 and subse­
quent taxation years.

R.s.Q., c 44. (1) Section 146.1 of the said Act is replaced by the follow-
ilé.î, ing section:
Deduction “146.1 A taxpayer, in computing his income for a taxation 
of specified Year> may deduct such amount as he may claim not exceeding the 
incom e or aggregate of any income or profits tax paid by him for the year to 
profits tax. g0vernment 0f a  country other than Canada or to a political 

subdivision of such a country, to the extent that such taxes
(a ) have not been paid in respect of the taxpayer’s income for 

the year from a business, attributable to an establishment situated 
in a country other than Canada;

(b) are not deductible, under section 146, in computing the 
income of the taxpayer for the year;

(c ) cannot reasonably be regarded as having been paid by a 
corporation in respect of income from a share of the capital stock of 
a foreign affiliate of the corporation;

(d ) are not taxes that would not have been payable had the 
taxpayer not been a citizen of that country and that cannot reason­
ably be regarded as attributable to income from a source situated 
in a country other than Canada; and

(e) are not deducted by virtue of section 126 of the Income 
Tax Act (Statutes of Canada) in computing the taxpayer’s tax pay­
able for the year under the said Act.”

(2) This section applies to the taxation year 1981 and subse­
quent taxation years.

(3) In addition, where section 146.1 of the Taxation Act 
applies to the taxation year 1980, it must be read as follows:

Deduction “146.1 A taxpayer, in computing his income for a taxation 
of specîfîed year> may deduct such amount as he may claim not exceeding the 
income or aggregate of any income or profits tax paid by him for the year to 
profits tax. g0vernment 0f  a country other than Canada or to a political 

subdivision of such a country, to the extent that such taxes have 
not been paid in respect of the taxpayer’s income for the year from 
a business, attributable to an establishment situated in such coun­
try, were not deductible, under section 146, in computing the 
income of the taxpayer for the year and cannot be reasonably 
regarded as having been paid by a corporation in respect of income 
from a share of the capital stock of a foreign affiliate of the corpora­
tion and are not taxes that would not have been payable had the 
taxpayer not been a citizen of that country and that cannot reason­
ably be regarded as attributable to income from a source situated 
in a country other than Canada.”
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r .s .q ., c. 45. (1) Section 157 of the said Act, amended by section 9 of 
am .s 157’ chapter 13 of the statutes of 1980, is again amended

(1) by replacing paragraph a by the following paragraph:
certifica- “(a ) any amount payable by him as a fee to a bank to which 
paw uf ^ e  Bank Act (Statutes of Canada) or the Québec Savings Banks 
bank; Act (Statutes of Canada) applies for the certification of a non- 

interest-bearing post-dated bill drawn by the taxpayer on the bank 
and payable not more than 366 days from the date of certification;” ; 
and

included (2) by replacing paragraph l by the following paragraphs:
for the
preceding “(/) any amount included by him under paragraphs q and r  of 
y e a r .'0 "  section 87 in computing his income for the preceding taxation year;
Reimburse “(m ) the amount of any assistance or benefit received by him 
m ent of an j n  the year as a deduction from or reimbursement of an expense 

that is a tax or royalty to the extent that

i. the tax or royalty would, if the amount had not been 
received by him, have been deductible by the taxpayer in 
computing his income for a taxation year; and

ii. the deduction or reimbursement was included by the tax­
payer in the amount determined under paragraph e of section 399, 
paragraph h of section 412 or paragraph e of section 418.6.”

(2) Paragraph 1 of subsection 1 applies to an amount that 
becomes payable after 11 December 1979.

(3) Paragraph 2 of subsection 1, to the extent that it replaces 
paragraph l of section 157 of the Taxation Act, applies to the taxa­
tion year 1980 and subsequent taxation years and, to the extent 
that it enacts paragraph m  of the said section, it applies to the tax­
ation year 1981 and subsequent taxation years.

1-3, ss.
157.1-
157.3.
added.
Reduction
of the
inventory
deduction.

46. (1) The said Act is amended by inserting, after section 
157, the following sections:

“157.1 The deduction allowed under paragraph,) of section 
157 to a taxpayer for a fiscal period referred to therein shall be 
reduced by an amount equal to 3% of that proportion of the lesser 
of the cost amount to the taxpayer of his qualifying inventory that 
was disposed of during the fiscal period by him in a specified trans­
action to a person with whom he was not dealing at arm’s length, 
and the cost amount to him of his qualifying inventory at the begin­
ning of the fiscal period, that the number of days in the fiscal 
period and after the date of disposition is of 365.
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“157.2 For the purposes of this section and section 157.1, 
the expression

(a ) “qualifying inventory” means tangible property described 
in paragraph j  of section 157, other than an immoveable or an 
interest therein or property of a taxpayer that becomes property 
of a new corporation by virtue of an amalgamation or merger;

(b ) “specified transaction” means a distribution by a corpora­
tion of qualifying inventory on or in the course of its winding-up, a 
disposition by a taxpayer of all or a substantial part of his quali­
fying inventory, or a disposition at a particular time of qualifying 
inventory by a taxpayer one of the principal purposes of which is to 
permit a person with whom he does not deal at arm’s length to 
obtain a deduction in respect thereof under paragraph j  of section 
157 for that person’s first fiscal period commencing after the par­
ticular time, but does not include any such distribution or disposi­
tion by a taxpayer to another person during a fiscal period of that 
other person that ends at least 11 months after the commencement 
of the fiscal period of the taxpayer during which the distribution or 
disposition occurs.

“157.3 Where a taxpayer has in a particular taxation year 
received an amount under an annuity contract in respect of which 
an amount has by virtue of section 92 been included in computing 
his income for a taxation year, he may deduct in computing his 
income for the particular year such amount as is allowed by regula­
tion.”

(2) This section, to the extent that it enacts sections 157.1 and 
157.2 of the Taxation Act, applies in respect of a disposition of 
property that occurred after 11 December 1979 and, to the extent 
that it enacts section 157.3 of the said Act, it applies to a taxation 
year commencing after 28 October 1980.

47. (1) Section 175 of the said Act is replaced by the follow­
ing sections:

“175. Where a corporation could, but.for this section, elect 
under sections 180 to 182 to capitalize interest or loan or issue costs 
or to consider them as Canadian exploration and development 
expenses, foreign exploration and development expenses, Cana­
dian exploration expenses, Canadian development expenses or 
Canadian oil and gas property expenses within the meaning 
assigned to such expressions by sections 360 to 418.14, incurred by 
the corporation in the year and where section 169 would apply fail­
ing such election in computing the income of the corporation for the 
year, the proportion of such interest and costs contemplated in sec­
tion 170, shall not be the subject of such election.
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Limitation “ 175 .1  (1) Notwithstanding any other provision of this Act, 
on outlay a taxpayer shall not, in computing his income for a taxation year 
expense. fr0m a business or property other than income from a business 

computed in accordance with the method authorized by subsection
I of section 194, make any deduction in respect of an outlay or 
expense to the extent that it can reasonably be regarded as having 
been made or incurred as consideration for services to be rendered 
after the end of the year or for insurance in respect of a period 
after the end of the year other than an amount paid in respect of 
reinsurance by an insurer, or as interest, tax or taxes other than 
taxes imposed on insurance premiums, rent or royalty in respect of 
such a period.

(2) Any amount or part of an amount which, but for subsec­
tion 1, would have been deductible in computing a taxpayer’s 
income for a taxation year is deductible in computing his income 
for the subsequent taxation year to which such amount or part of 
an amount can reasonably be considered to relate.”

(2) This section, to the extent that it replaces section 175 of 
the Taxation Act, applies to taxation years ending after 6 May 
1974 and, to the extent that it enacts section 175.1 of the said Act, 
it applies in respect of an outlay made or an expense incurred after
II December 1979.

R-S.Q..C. 4 8 .(1 )  Sections 180 and 181 of the said Act are replaced by
i8i,ss 18°'the following sections:
replaced.

Taxpayer 180. A  taxpayer who borrows money to acquire depreciable
when bor- property or must pay an amount for such acquisition may elect 
rowing to under this section, in the fiscal return that he is required to file 
depreciable under this Part for the year, to add to the capital cost of such prop- 
property. erty, such amount or such part of an amount as he specifies, which 

amount or part of amount would otherwise be deductible for the 
year or for one or more of the preceding 3 taxation years under 
sections 160, 163 and 176 in computing his income.

Loan for 181. Where the taxpayer has used the borrowed money for
purposes0" the purpose of exploration, development, or the acquisition of a 

property, and the expenses incurred by him for such purpose are 
Canadian exploration and development expenses, foreign explora­
tion and development expenses, Canadian exploration expenses, 
Canadian development expenses or Canadian oil and gas property 
expenses, as the case may be, within the meaning of sections 362 to 
418.14, the taxpayer may elect, under this section, in the fiscal 
return that he is required to file under this Part for the year, to 
consider to be Canadian exploration and development expenses, 
foreign exploration and development expenses, Canadian explora­
tion expenses, Canadian development expenses or Canadian oil
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and gas property expenses, as the case may be, incurred by him in 
the year, such amount or such part of an amount as he specifies, 
which amount or part of amount would otherwise be deductible for 
the year or for one or more of the preceding 3 taxation years under 
sections 160, 163 and 176 in computing his income.”

(2) This section applies to taxation years ending after 11 
December 1979.

49. (1) Section 191 of the said Act is replaced by the follow­
ing section:

“191. In computing its income for a taxation year, a bank to 
which the Bank Act or the Québec Savings Banks Act (Statutes of 
Canada) applies shall not make any deduction under section 140, 
141, 210 or 211; however, notwithstanding sections 128 and 129, it 
may deduct in that computation an amount not in excess of the 
excess amount contemplated in the second paragraph and that, in 
the opinion of the Minister, is also not in excess of the reasonable 
requirements of the bank, having regard to all the circumstances.

The excess amount contemplated in the first paragraph is the 
amount by which the aggregate of all amounts set aside or 
reserved for the year or a preceding taxation year as or on account 
of the general appropriations of the bank either by way of a write­
down of the value of assets or appropriation to any contingency 
reserve or contingent account for the purpose of meeting losses on 
loans, bad or doubtful debts, depreciation in the value of assets 
other than depreciable property of the bank, or other contingen­
cies, exceeds the aggregate of all amounts deducted under this sec­
tion in computing the income of the bank for a preceding taxation 
year.

However, the bank must include, in computing its income for 
a taxation year, that part which, in the opinion of the Minister, 
exceeds the reasonable requirements of the bank, having regard to 
all the circumstances, of the aggregate of all amounts which, at the 
end of the year, are set aside or reserved by way of a write-down 
of the value of assets or appropriation to any contingency reserve 
or other account for meeting losses on loans, bad or doubtful debts, 
depreciation in the value of assets other than bank premises, or 
other contingencies.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

50. (1) Section 194 of the said Act is amended
(1) by replacing that part which precedes paragraph a of sub­

section 1 by the following:
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Computa- “ 1B4. (1) A taxpayer may elect to compute his income from a
income of a farming business or fishing business for a taxation year in accord- 
fanning or ance with the cash method, by which the income from the business 
business, is deemed equal to:” ; and

(2) by replacing subsection 3 by the following subsection:
Business “(3) Where a farming business or fishing business is carried 
byTeveS on by several persons, the election mentioned in subsection 1 shall 
persons, not apply for any of these persons unless each of them makes the 

same election.”
(2) This section applies to the taxation year 1972 and subse­

quent taxation years.

R.S.Q., 
1-3, ss. 
209.1- 
209.4, 
added.

51. (1) The said Act is amended by inserting, after section 
209, the following division and sections:

“DIVISION VI. 1

“ EMPLOYEE BENEFIT PLANS

Deduction “209.1 A taxpayer who makes contributions to an employee 
m respect benefit plan in respect of his employees or former employees may 
employee deduct, in computing his income for a taxation year, the amount 
pfaneflt allocated to him for the year under section 209.3 by the custodian 

of the plan that does not, however, exceed the amount by which 
the aggregate of all contributions made by him to the plan for the 
year or a preceding year exceeds the aggregate of all amounts 
deducted by him, in respect of the plan, in computing his income 
for a preceding year and all amounts received by him in the year or 
a preceding year as a return of his contributions to the plan.

Deduction “209.2 A taxpayer contemplated in section 209.1 may also 
!!f Tretum deduct, where at the end of the year all of the obligations of the 
tributions" P̂ an to ^ s  employees and former employees have been satisfied 
tothe'0" 8 and no property of the plan will thereafter be paid or otherwise be 
plan- available for the benefit of the taxpayer, the amount equal to the 

amount by which the aggregate of the contributions paid by him to 
the plan for the year or a preceding year exceeds the aggregate of 
all amounts deducted by him in respect of the plan in computing his 
income for a preceding year or, under section 209.1, for the year, 
and all amounts received by him in the year or a preceding year as 
a return of his contributions to the plan.

ûtowecf by “209.3 The custodian of an employee benefit plan shall allo- ofTntodlancate eacji year to persons wh0 have made contributions to the plan 
benefit66 resPect ° f  their employees or former employees the amount by 
pian. which the aggregate of all payments made in the year out of or
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under the plan to or for the benefit of their employees or former 
employees other than the portion of such payments that, by virtue 
of section 47.2, a taxpayer is not required to include in computing 
his income and which constitutes a return of amounts paid by that 
taxpayer or by a deceased employee of whom that taxpayer is an 
heir or legal representative, exceeds the income of the plan for the 
year.

income of “209.4 For the purposes of section 209.3, the income of an 
employee employee benefit plan for a year is the aggregate of all amounts 
benefit each of which is the amount by which a payment under the plan by 
p an' the custodian thereof in the year exceeds, in the case of an annuity,

that part of the payment determined in prescribed manner to have 
been a return of capital and, in any other case, that part of the pay­
ment that could, but for sections 47.1 and 47.2, reasonably be 
regarded as being a payment of a capital nature.

Plan that is Notwithstanding the first paragraph, in the case of a plan that 
a trust. j g a  trust ; the income of the plan for a year is the amount that 

would be its income for the year but for sections 652 to 682.”
(2) This section applies in respect of a benefit paid after 1979 

under an employee benefit plan.

r .s.q., c. 52. (1) Sections 224 and 225 of the said Act are replaced by
224,S225, the following sections:
replaced.

Repay- “224. A taxpayer may also deduct all amounts included by
amounts virtue of paragraph t of section 87 in computing his income for any 
obtained to previous taxation year and, to the extent prescribed, an amount 
technologi- not exceeding the expenditures made in the year or in any previ- 
biiitylof anous taxation year ending after 1973 as repayment of amounts paid 
industry, to him in respect of expenditures on scientific research incurred for 

the purpose of advancing or sustaining the technological capability 
of a Canadian industry.

Application “225. The aggregate of the amounts that may be deducted 
222-224°ns hy a taxpayer under sections 222 to 224 shall be reduced by the 

aggregate of the amount prescribed, the amounts paid to him in 
the year or in a previous taxation year ending after 1973 on the 
terms and conditions contemplated in the regulations made under 
section 224, and the amounts deducted under sections 222 to 224 
and paragraph a of section 135 in computing his income for a previ­
ous taxation year.”

(2) This section applies to taxation years ending after 12 Janu­
ary 1981.

r .s.q., c. 53. (1) The said Act is amended by inserting, after section 
2 3 0 . i l ,  230.10, the following section:
added. 1 1 1
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“230.11 For the purposes of this division, where a qualified 
expenditure made by a taxpayer in a taxation year would, but for 
subsection 1 of section 175.1, be deductible in computing the corpo­
ration’s income for the year, that expenditure is deemed not to be a 
qualified expenditure made by the taxpayer in the year, and to be 
a qualified expenditure made by the taxpayer in the subsequent 
taxation year to which the expenditure can reasonably be consid­
ered to relate.”

(2) This section applies in respect of an outlay or expenditure 
made or incurred after 11 December 1979.

54. (1) Section 232.1 of the said Act is replaced by the follow­
ing section:

“232.1 A business investment loss arises from the disposi­
tion after 1977 of any property that is a share of the capital stock of 
a Canadian-controlled private corporation or a debt owing by such 
a corporation, other than a debt disposed of by a corporation which 
is owed to the latter by another corporation with which it does not 
deal at arm’s length.

However, the disposition of property gives rise to a business 
investment loss only if section 299 applies to the disposition or if 
the disposition of property is made by a taxpayer in favour of a 
person with whom he deals at arm’s length.”

(2) This section applies in respect of a disposition of property 
made after 16 November 1978.

55. (1) Section 236.1 of the said Act, amended by section 17 
of chapter 13 of the statutes of 1980, is replaced by the following 
section:

“236.1 A business investment loss, in the case of a share 
referred to in the first paragraph of section 232.1, is computed by 
subtracting from the loss determined in accordance with this Title 
the amount that must be added after 1977 by virtue of the applica­
tion of paragraph b of section 535 in computing the adjusted cost 
base of the share or of any other share, in this paragraph referred 
to as a “replaced share” , for which the share or a replaced share 
was substituted or exchanged.

In the case of a share referred to in the first paragraph of sec­
tion 232.1 that was issued before 1972, other than a share that was 
acquired after 1971 from a person with whom the taxpayer was 
dealing at arm’s length, or a share, in this paragraph and in the 
third paragraph referred to as a “substituted share” , that was sub­
stituted or exchanged for such a share or for a substituted share, 
the aggregate of all amounts that the taxpayer, his spouse or a
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trust of which the taxpayer or his spouse was a beneficiary 
received after 1971 and before or upon the disposition of the share 
as a taxable dividend on the share or on any other share in respect 
of which the share disposed of is a substituted share or which are 
receivable as such by one of such persons at the time of the disposi­
tion of the share must also be deducted from the loss determined in 
accordance with this Title.

Furthermore, where the taxpayer is a trust to which para­
graph a of section 653 applies and the share is a share referred to in 
the second paragraph, the aggregate of all amounts received after 
1971 by the settlor, within the meaning of subsection 2 of section 
658, or his spouse, as a taxable dividend on that share or on any 
other share in respect of which the share disposed of is a substi­
tuted share or which are receivable as such by one of such persons 
at the time of the disposition of the share must also be deducted 
from the loss determined in accordance with this Title.”

(2) This section applies in respect of the disposition of prop­
erty after 11 December 1979.

56. (1) Section 250.2 of the said Act is replaced by the follow­
ing section:

“250.2 For the purposes of this division, “Canadian secu­
rity” means a security, other than a prescribed security, that is a 
share of the capital stock of a corporation resident in Canada, a 
unit of a mutual fund trust, a bond, debenture, bill, note, 
hypothec, mortgage or other similar obligation issued by a person 
resident in Canada.”

(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

57. (1) Section 251 of the said Act is replaced by the follow­
ing section:

“ 2 5 1 . The proceeds of disposition of property include, for the 
purposes of this Title, the same elements as the proceeds of dispo­
sition of property referred to in paragraph /  of section 93 and any 
amount deemed not to be a dividend under paragraph b of section 
568; it does not include an amount deemed to be a dividend under 
section 505 or 506 and not deemed not to be a dividend under para­
graph a of section 308.1 or under paragraph b of section 568, nor a 
prescribed amount.”

(2) This section has effect from 12 December 1979.

58. (1) Section 255 of the said Act, amended by section 19 of 
chapter 13 of the statutes of 1980, is again amended
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(1) by replacing that part of paragraph e which precedes 
subparagraph i by the following:

“(e ) where the property is a share of the capital stock of a cor­
poration and the taxpayer, after 1971, makes a contribution of cap­
ital to the corporation otherwise than by way of a loan, by way of a 
disposition of shares of a foreign affiliate of a taxpayer to which 
section 540 applies or, subject to section 256, by way of a disposi­
tion of property in respect of which the taxpayer and the corpora­
tion have made the election contemplated in section 518 or 529, the 
proportion of such contribution as cannot reasonably be regarded 
as a gift made to or for the benefit of any person other than the cor­
poration who was related to the taxpayer, that” ;

(2) by replacing subparagraph i of paragraph i by the follow­
ing subparagraph:.

“i. an amount in respect of each fiscal period of the partner­
ship ending after 1971 and before the particular time, equal to the 
taxpayer’s share, other than a share under an agreement referred 
to in section 608, of the income of the partnership from any source 
for that fiscal period computed as if this Part were construed with­
out reference to the words “one-half o f ’ in section 105 as it applied 
to a fiscal period of the partnership ending before 1 April 1977, and 
sections 107, 231 and 265 and as if paragraph l, sections 89 to 91, 
144, 144.1, 145, 308 to 308.6 and 425, paragraph j  of section 157, 
paragraph b of each of sections 200 and 201, subsection 2 of section 
497 and the provisions of the Act respecting the application of the 
Taxation Act (1972, chapter 24), in respect of income from the 
operation of new mines, did not exist;” ;

(3) by striking out the word “and” at the end of subparagraph 
vii of paragraph i, and by replacing subparagraph viii of the said 
paragraph i by the following subparagraphs:

“viii. an amount deemed, before the particular time, by sec­
tion 600.1, to be an amount referred to in paragraph b of section 
399, in subparagraph i of paragraph b of section 412, in paragraph c 
of the said section 412, in subparagraph i of paragraph b of section 
418.6 or in paragraph c of the said section 418.6 in respect of the 
taxpayer; and

“(ix) the taxpayer’s share of the amount of any assistance or 
benefit that the partnership has received or has become entitled to 
receive after 1971 and before the particular time from a govern­
ment, municipality or other public authority, whether as a grant, 
subsidy, forgiveable loan, deduction from royalty or tax, invest­
ment allowance or any other form of assistance or benefit, in 
respect of or related to a Canadian resource property or an explo­
ration or development expense incurred in Canada;” ; and
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(4) by replacing the period at the end of paragraph l by a semi­
colon and by adding, after paragraph l, the following:

“ ANNUITY CONTRACT

“(m) where the property is an interest in an annuity contract, 
other than a life annuity contract as defined by regulation made 
under section 121, each amount in respect thereof that was 
included by virtue of section 92 in computing the income of the tax­
payer for any taxation year commencing before the particular 
time.”

(2) Paragraph 1 of subsection 1 applies in respect of a contri­
bution of capital made after 11 December 1979.

(3) Paragraph 2 of subsection 1, except where subparagraph i 
of paragraph i of section 255 of the Taxation Act which it replaces 
refers to section 144.1 of the said Act, and paragraph 3 of subsec­
tion 1, to the extent that it enacts subparagraph ix of the said para­
graph i, apply in respect of the determination of the adjusted cost 
base of an interest in a partnership after 28 October 1980 and of an 
interest in a partnership disposed of by a person after 1976 and 
before 29 October 1980 where, in the latter case, the person made 
an election in the prescribed manner within 90 days following 18 
March 1982.

(4) Paragraph 2 o f subsection 1, to the extent that 
subparagraph i of paragraph i of section 255 of the Taxation Act 
that it replaces refers to section 144.1 of the said Act, applies in 
respect of the determination of the adjusted cost base of an inter­
est in a partnership after 31 December 1980.

(5) Paragraph 3 of subsection 1, to the extent that it replaces 
subparagraph viii of paragraph i of section 255 of the Taxation Act, 
applies to taxation years ending after 11 December 1979.

(6) Paragraph 4 of subsection 1 applies in respect of the deter­
mination of the adjusted cost base of an interest in an annuity con­
tract after 28 October 1980.

59. (1) Section 257 of the said Act is amended
(1) by replacing paragraph e by the following paragraph:
“(e ) where the property was received as consideration for a 

payment referred to in section 383 which the taxpayer made to a 
joint exploration corporation within the meaning of section 382, as 
a shareholder corporation of such a corporation, in respect of Cana­
dian exploration and development expenses within the meaning of 
section 364, of Canadian exploration expenses within the meaning 
of sections 395 and 396, of Canadian development expenses within 
the meaning of sections 408 and 409 or Canadian oil and gas prop­
erty expenses within the meaning of sections 418.2 and 418.3,
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incurred by the joint exploration corporation, such part of the pay­
ment which may reasonably be considered to relate to an agreed 
portion contemplated by section 381, 406, 417 or 418.13, as the case 
may be;” ;

(2) by replacing paragraphs h and i by the following para­
graphs:

“(h) where the property is a share of the capital stock of a 
joint exploration corporation within the meaning of section 382 and 
resident in Canada to which the taxpayer has, after 1971, made a 
contribution of capital that was not a loan and that was included in 
computing the adjusted cost base of that property by virtue of par­
agraph e of section 255, such portion of that contribution as may 
reasonably be considered to be part of an agreed portion referred 
to in section 381, 406, 417 or 418.13, as the case may be;

“(i) where the property is a share, or an interest therein or a 
right thereto, of the capital stock of a corporation acquired before 1 
August 1976, an amount equal to the expenses incurred by the tax­
payer as consideration to acquire the property, to the extent that 
such expenses are for him Canadian exploration and development 
expenses under paragraph e of section 364, Canadian exploration 
expenses under paragraph e of section 395, Canadian development 
expenses under paragraph e of section 408 or Canadian oil and gas 
property expenses under paragraph c of section 418.2;” ;

(3) by replacing subparagraphs i and ii of paragraph l by the 
following subparagraphs:

“i. an amount in respect of each fiscal period of the partner­
ship ending after 1971 and before the particular time, equal to the 
taxpayer’s share, other than a share under an agreement referred 
to in section 608, of any loss of the partnership from any source for 
that fiscal period, computed as if this Part were construed without 
reference to the words “one-half o f” in section 105, as it applied to 
each fiscal period of the partnership ending before 1 April 1977, 
and in sections 107 and 231, and as if sections 89 to 91, 144, 144.1, 
145, 205 to 207, 235, 236.2 to 241, 264, 271, 273, 288, 293, 308 to 
308.6 and 425 and paragraph j  of section 157 did not exist;

“ii. an amount with respect to each fiscal period of the part­
nership ending after 1971 and before the particular time, except a 
fiscal period subsequent to that in which the taxpayer ceased to be 
a member of the partnership, equal to the share of the taxpayer in 
the aggregate of Canadian exploration and development expenses 
within the meaning of section 364, Canadian exploration expenses 
within the meaning of sections 395 and 396, Canadian development 
expenses within the meaning of sections 408 and 409 and Canadian 
oil and gas property expenses within the meaning of sections 418.2 
and 418.3 incurred by the partnership in the fiscal period which,
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but for paragraph d of section 600, would be deductible in 
computing the income of the partnership for the fiscal period under 
the Act respecting the application of the Taxation Act (1972, chap­
ter 24) in respect of exploration and development expenses;” ; and

(4 )  by replacing the period at the end of paragraph q by a semi­
colon and by adding, after the said paragraph q, the following:

“ ANNUITY CONTRACT

“ (r) where the property is an interest in an annuity contract, 
other than a life annuity contract as defined by regulation made 
under section 121, each amount in respect thereof that was 
deducted by virtue of section 157.3 in computing the income of the 
taxpayer for any taxation year commencing before the particular 
time.”

(2) Paragraphs 1 and 2 of subsection 1 apply to taxation years 
ending after 11 December 1979.

(3) Paragraph 3 of subsection 1, to the extent that it replaces 
subparagraph i of paragraph l of section 257 of the Taxation Act, 
applies, except where the said subparagraph i refers to section
144.1 of the said Act, in respect of the determination of the 
adjusted cost base of an interest in a partnership after 28 October 
1980 and of an interest in a partnership disposed of by a person 
after 1976 and before 29 October 1980 if, in this latter case, that 
person made the election in the prescribed form within 90 days fol­
lowing 18 March 1982; to the extent that the said subparagraph i 
refers to the said section 144.1, it applies in respect of such a deter­
mination after 31 December 1980 and, to the extent that it replaces 
subparagraph ii of the said paragraph l, it applies to taxation years 
ending after 11 December 1979.

(4) Paragraph 4 of subsection 1 applies in respect of the deter­
mination of the adjusted cost base of an interest in an annuity con­
tract after 28 October 1980.

60. (1) Section 279 of the said Act is amended by replacing 
paragraphs a and b by the following paragraphs:

“(a ) the gain for a particular taxation year from the disposi­
tion of his former property is deemed to be equal to the amount by 
which either of the following amounts, as the case may be, exceeds 
the amount that the taxpayer may claim, not exceeding a reason­
able amount as a reserve in respect of such proceeds of disposition 
of the former property that are not due to him until after the end of 
the particular year as may reasonably be regarded as a portion of 
the amount determined under subparagraph i in respect of the 
property:
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i. where the particular year is the year in which the proceeds 
of disposition of the former property become due to the taxpayer, 
the lesser of the amounts determined under subparagraph i or ii of 
paragraph b; or

ii. where the particular year is subsequent to the year in 
which the proceeds of disposition of the former property become 
due to the taxpayer, the amount deducted by him, under this para­
graph, from either of the amounts determined under subparagraph 
i or this subparagraph, as the case may be, in computing his gain 
for the year preceding the particular year from the disposition of 
the former property; and

Deemed “(b) the cost or, in the case of depreciable property, the capi- 
deemed tal cost, to him, of his replacement property at any time after the 
capital time he disposed of his former property, is deemed to be the cost 
cost' otherwise determined, minus the amount by which

i. the amount by which the proceeds of disposition of the 
former property exceed the aggregate of the adjusted cost base to 
the taxpayer immediately before the disposition and any outlays 
made or expenses incurred for the purpose of making the disposi­
tion, exceeds

ii. the amount by which the proceeds of disposition of the 
former property exceed the aggregate of the cost or, in the case of 
depreciable property, the capital cost, to him, determined without 
reference to this paragraph, of his replacement property and any 
outlays made or expenses incurred by him for the purpose of mak­
ing the disposition.”

(2) This section applies in respect of dispositions of property 
occurring after 11 December 1979.

R .S .Q ..C . 61.(1) The said Act is amended by inserting, after section
280.3s 280.2, the following sections:
280T
added.
Deemed “280.3 For the purposes of sections 96, 278 and 279, where a 
d£̂ os1tfo!f taxpayer has disposed of a former business property that was in 

part a building and in part a land, or an interest therein, subjacent 
to or necessary for the use of the building, the amount by which 
the proceeds of disposition of one such part determined without 
regard to this section exceed the cost or, in the case of depreciable 
property, the capital cost, to the taxpayer, of a replacement prop­
erty for that part is, to the extent that the taxpayer so elects in his 
fiscal return filed under this Part for the year in which he acquired 
the replacement property, deemed not to be proceeds of disposi­
tion of that part and to be proceeds of disposition of the other part.
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Application ‘280.4 Section 235 applies, mutatis m utandis, to any 
235.ectl0n amount that a taxpayer may deduct by virtue of paragraph a of 

section 279, from either of the amounts determined under 
subparagraph i or ii, as the case may be, of the said paragraph in 
computing a gain for a taxation year.”

(2) This section, to the extent that it enacts section 280.3 of 
the Taxation Act, applies in respect of dispositions of property 
occurring after 31 March 1977, except that, with respect to any 
acquisition of a replacement property by a taxpayer occurring in a 
taxation year ending before 26 February 1981, the expression “the 
year in which he acquired the replacement property” in the said 
section 280.3 shall be read as “the year including 26 February 
1981” . However, an election required to be made in a fiscal return 
for a year that includes 26 February 1981 is deemed to have been 
made in such a return if the election is made in a written declara­
tion filed with the Minister by the taxpayer within 90 days follow­
ing 18 March 1982.

(3) This section, to the extent that it enacts section 280.4 of 
the Taxation Act, applies in respect of dispositions of property 
occurring after 11 December 1979.

R.S.Q., c. 62. (1) Section 295 of the said Act is amended by replacing 
am .s' 295’ subsection 2 by the following subsection:
Appiica- “(2) Subsection 1 does not apply to an option to acquire shares 
tion- of the capital stock of a corporation as consideration for the 

incurring, pursuant to an agreement described in paragraph e of 
section 364 or to which paragraph e of section 395 or 408 or para­
graph c of section 418.2, as the case may be, refers, of expenses 
described in such paragraphs.”

(2) This section applies from 12 December 1979.

R.S.Q., c. 63. (1) The said Act is amended by inserting, after section 
3oi.î, 301, the following section:
added.
Rules “301.1 Notwithstanding section 301, where shares of one
applicable. c j a g s  ()f  capital stock of a corporation have been acquired by a 

taxpayer in exchange for a capital property in circumstances such 
that, but for this section, section 301 would have applied, the fair 
market value of the capital property immediately before the 
exchange exceeds the fair market value of the shares immediately 
after the exchange, and it is reasonable to regard any portion of 
such excess as a benefit that the taxpayer desired to have 
conferred on a person related to the taxpayer, the following rules 
apply:

(a) the taxpayer is deemed to have disposed of the capital 
property for proceeds of disposition equal to the lesser of the
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aggregate of its adjusted cost base to him immediately before the 
exchange and the excess portion, and the fair market value of the 
capital property immediately before the exchange;

(b ) the taxpayer’s capital loss from the disposition of the capi­
tal property is deemed to be nil; and

(c ) the cost to the taxpayer of the share so acquired is deemed 
to be the lesser of the adjusted cost base to him of the capital prop­
erty immediately before the exchange, and the aggregate of the 
fair market value immediately after the exchange of the share so 
acquired and the amount that, but for paragraph b, would have 
been the taxpayer’s capital loss from the disposition of the capital 
property.”

(2) This section applies in respect of the exchange of capital 
property after 11 December 1979.

64. (1) Section 302 of the said Act is replaced by the follow­
ing section:

“302. For the purposes of this Title, where a taxpayer has 
acquired property after 1971, other than an annuity contract, not 
referred to in sections 304 to 306 and an amount in respect of the 
value thereof has been included in computing his income otherwise 
than under sections 48 to 58, the amount so included shall be added 
in computing the cost of that property.”

(2) This section applies to taxation years commencing after 28 
October 1980.

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

“306.1 Notwithstanding any other provision of this Act, 
where a corporation has disposed of property to its subsidiary 
wholly-owned corporation in a prescribed transaction, the cost to it 
of a share of any class of the capital stock of that subsidiary corpo­
ration received by it as consideration for the property is deemed to 
be equal to the lesser of the cost of the share to the corporation 
otherwise determined immediately after the disposition and the 
amount by which the paid-up capital of that class has been 
increased by virtue of the issuance of that share.”

(2) This section applies in respect of dispositions of property 
occurring after 11 December 1979.

66. (1) The said Act is amended by inserting, after section 
308, the following sections:
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Deemed “308.1 Notwithstanding any other provision of this Act, 
dl̂ sitfom where a corporation resident in Canada has after 21 April 1980 

received a taxable dividend referred to in section 308.2 in respect 
of which it is entitled to a deduction under section 738 or 845, the 
amount of such dividend, except the prescribed part thereof, is 
deemed

(a ) not to be a dividend received by the corporation;
(b ) where a corporation has disposed of the share referred to 

in paragraph a of section 308.2, to be proceeds of disposition of that 
share to the extent that such amount is not otherwise included in 
computing such proceeds; and

(c ) where a corporation has not disposed of the share referred 
to in paragraph a of section 308.2, to be a gain of the corporation 
for the year in which the dividend was received from the disposi­
tion of a capital property.

Exception. “308.2 Section 308.1 is applicable only in the case of a taxa­
ble dividend received by the corporation

(a ) as part of a transaction or event or a series of transactions 
or events that commenced after 21 April 1980, one of the purposes 
of which or, in the case of a dividend referred to in section 506, one 
of the results of which was to effect a significant reduction in the 
portion of the capital gain that, but for such dividend, would have 
been realized on a disposition at fair market value of any share of 
the capital stock of a corporation immediately before the dividend 
was paid and that could reasonably be considered to be attributa­
ble to anything other than income earned or realized by any corpo­
ration after 1971 and before the dividend was received; and

(b ) as part of a transaction or event or a series of transactions 
or events the result of which is the disposition of any property to a 
person with whom the corporation was dealing at arm’s length or a 
significant increase in the interest in any corporation of a person 
with whom the corporation that receives the dividend was dealing 
at arm’s length.

Exception. “308.3 Section 308.1 does not apply in the case of a dividend 
received by a corporation in the course of a series of transactions 
or events the principal purpose of which was to effect a reorganiza­
tion in order to distribute property of a corporation to one or more 
beneficiary corporations, if, in respect of each type of property dis­
tributed by the corporation, the fair market value thereof received 
by each beneficiary corporation was equal to or approximated the 
proportion of the fair market value of all property of that type 
owned by the corporation immediately before the series of transac­
tions or events that the aggregate of the fair market value at that

121



Ch a p . 5 Taxation Act 1982

time of all shares of the capital stock of the corporation owned by 
the beneficiary corporation or by a person that, immediately after 
the series of transactions or events, owned all of the issued shares 
of the capital stock of that beneficiary corporation, is of the fair 
market value, immediately before the series of transactions or 
events, of all the issued shares of the capital stock of the 
corporation.

Senes of “308.4 For the purposes of section 308.3, a series of transac- 
tbnsSor tions or events is deemed to include any related transactions or 
events, events completed in contemplation of the series.

Transac- “308.5 For the purposes of section 308.1 and of paragraph a 
events*" ° f  section 308.2, where it may reasonably be considered that the 
between principal purpose of one or more transactions or events was to 
not8deaiing cause two or more persons to not deal with each other at arm’s 
length's length so as to make the said section and paragraph inapplicable, 

those persons are deemed to deal with each other at arm’s length.

Rules “308.6 For the purposes of this division,
applicable. . . . .  .(a ) the portion of any capital gam attributable to any income 

that is expected to be earned or realized by a corporation after the 
time of receipt of the dividend referred to in section 308.1 and in 
paragraph a of section 308.2 is deemed to be a portion of the capital 
gain attributable to anything other than income;

(b ) the income earned or realized by a corporation for a period 
throughout which it was resident in Canada and was not a private 
corporation is deemed to be the aggregate of

i. its income for the period otherwise determined on the 
assumption that no amounts were deductible by the corporation by 
virtue of paragraph j  of section 157 or sections 230.1 to 230.11;

ii. one-half of the amount by which the aggregate of the capi­
tal gains of the corporation for the period exceeds the aggregate of 
its capital losses for the period, and

iii. the aggregate of all amounts each of which is an amount in 
respect of a business carried on by the corporation at any time in 
the period, equal to the amount by which the aggregate of the 
amounts referred to in subparagraph ii of paragraph b of section 
107 in respect of the business that became payable to the corpora­
tion in the period exceeds the aggregate of the cumulative eligible 
capital amount of the corporation in respect of the business at the 
commencement of the period, and one-half of the aggregate of the 
eligible capital expenditures in respect of the business that were 
made or incurred by the corporation in the period;

(c ) the income earned or realized by a corporation for a period 
throughout which it was a private corporation is deemed to be its
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income for the period otherwise determined on the assumption 
that no amounts were deductible by the corporation by virtue of 
paragraph,/ of section 157 or sections 230.1 to 230.11;

(d ) the income earned or realized by a corporation for a period 
ending at a time when it was a foreign affiliate of another corpora­
tion is deemed to be the aggregate of the amount that would have 
been deductible by that other corporation at that time by virtue of 
paragraph a of section 746 and the amount that would have been 
deductible by that other corporation at that time by virtue of para­
graph b of the said section if that other corporation

i. owned all of the shares of the capital stock of the foreign 
affiliate immediately before that time;

ii. had disposed at that time of all of the shares referred to in 
subparagraph i for proceeds of disposition equal to their fair mar­
ket value at that time, and

iii. had made an election under section 589 in respect of the 
full amount o f the proceeds of disposition referred to in 
subparagraph ii;

0e ) persons are deemed to be dealing with each other at arm’s 
length and not to be related to each other if one is the brother or 
sister of the other; and

(f ) where a corporation has received a dividend any portion of 
which is a taxable dividend,

i. the corporation may designate in its fiscal return that it is 
required to file under this Part for the taxation year during which 
the dividend was received any portion of the taxable dividend to be 
a separate taxable dividend, and

ii. the amount by which the portion of the dividend that is a 
taxable dividend exceeds the portion designated under 
subparagraph i is deemed to be a separate taxable dividend.”

(2) This section has effect as from 22 April 1980.

67. (1) Section 311 of the said Act, amended by section 21 of 
chapter 13 of the statutes of 1980, is again amended by replacing 
paragraph a by the following paragraph:

“(a) a retiring allowance, other than an amount received out 
of or under an employee benefit plan;” .

(2) This section applies in respect of an amount received after 
1979.

68 . (1) Section 312 of the said Act, amended by section 22 of 
chapter 13 of the statutes of 1980, is again amended
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(1) by replacing paragraph b by the following paragraph:
“(b ) an amount received pursuant to an order of a competent 

court as an allowance payable on a periodic basis for the mainte­
nance of the taxpayer, his children, or both the taxpayer and his 
children, if, at the time the payment was received and throughout 
the remainder of the year, the taxpayer was living apart from the 
person required to make the payment and was either the spouse of 
that person or an individual described in paragraph d of the second 
paragraph of section 454;” ; and

(2) by replacing paragraph/by the following paragraph:
“(f) an amount received as costs and expenses awarded by a 

court on an appeal relating to an assessment of tax, interest or 
penalties referred to in paragraph e of subsection 1 of section 336 
or as reimbursement of costs incurred in relation to an assessment 
or a decision referred to in subparagraph iii of the said paragraph e 
or to a decision referred to in subparagraph iv of the said para­
graph e if, with respect to that assessment or decision, an amount 
has been deducted or may be deductible under the said paragraph 
e in computing the taxpayer’s income;” .

(2) Paragraph 1 of subsection 1 applies in respect of any pay­
ment made either after 11 December 1979 pursuant to an order 
rendered after that date, or, in all other cases where the person 
making the payment and the taxpayer agree thereto in writing in a 
taxation year, in that year and in subsequent taxation years.

(3) Paragraph 2 of subsection 1 applies in respect of an 
amount relating to costs incurred after 11 December 1979.

69. (1) Sections 313 and 313.1 of the said Act are replaced by 
the following sections:

“313. Where, after 6 May 1974, a decree, order, judgment or 
written agreement described in paragraph a or 6 of section 312, or 
any variation thereof, has been made providing for the periodic 
payment of an amount to the taxpayer by a person who is his 
spouse, former spouse or an individual referred to in paragraph d 
of the second paragraph of section 454, or for the benefit of the tax­
payer or children in the custody of the taxpayer, the amount or any 
part thereof, when paid, is deemed, for the purposes of paragraphs 
a or b of section 312, to have been paid to and received by the tax­
payer if, at the time the amount was paid and throughout the 
remainder of the year in which the amount was paid, the taxpayer 
was living apart from the person.

“313.1 The taxpayer must also include the amount of any 
grant received by him in the year under a prescribed program
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relating to home insulation or energy conversion or so received in 
the year by his spouse who resided with him at that time and 
whose income for the year, determined without reference to this 
section, 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 and the taxpayer’s income for 
the year, determined without reference to this section, is less than 
the spouse’s income so determined for the year.”

(2) This section, to the extent that it replaces section 313 of 
the Taxation Act, applies in respect of any payment made after 11 
December 1979 pursuant to an order rendered after that date or, 
in any other case where the person making the payment and the 
taxpayer agree thereto in writing in a taxation year, in that year 
and in subsequent taxation years and, to the extent that it replaces 
section 313.1 of the said Act, it applies to the taxation year 1981 
and subsequent taxation years.

70. (1) Section 317 of the said Act is replaced by the follow­
ing section:

“ 3 1 7 . 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 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, but not 
including that part of the 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, and 
any social aid payment made on a means or a needs test basis by a 
registered charity or under a prescribed program provided for by 
an Act of Québec, of Canada, or of another province.”

(2) This section applies in respect of any amount received 
after 1979.

71. (1) Section 329 of the said Act, replaced by section 23 of 
chapter 13 of the statutes of 1980, is again replaced by the follow­
ing sections:

“329. A development corporation within the meaning of sec­
tion 363 or a corporation that was such a corporation at the time of 
acquisition of a property referred to in paragraph c of section 328, 
of a Canadian resource property that is a property referred to in 
paragraph a, c or d of section 370 or of a property referred to in 
paragraph /  of section 370 in respect of a property referred to in
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paragraph a, c or d of this latter section and any other prescribed 
person must include, in the amount referred to in subparagraph i 
of paragraph b of section 418.6, the proceeds of disposition there­
from to the extent that the proceeds become receivable.

“329.1 A taxpayer must include, in the amount referred to 
in subparagraph i of paragraph b of section 412, the proceeds of 
disposition of a Canadian resource property that is a property 
referred to in paragraph b, d. 1 or e of section 370 or of a property 
referred to in paragraph/ of section 370 in respect of a property 
referred to in paragraph b, d. 1 or e of this latter section, to the 
extent that the proceeds become receivable.”

(2) This section applies in respect of dispositions of property 
occurring after 11 December 1979.

72. (1) The said Act is amended by inserting, after section 
332, the following sections:

“332.1 A taxpayer shall include in computing his income for 
a taxation year, the aggregate of

(a) 33V3% of each amount that became receivable by him 
after 11 December 1979 and in the year, and in respect of which the 
consideration given by him was a property, other than a share, a 
property that would have been a Canadian resource property if it 
had been acquired by the taxpayer at the time the consideration 
was given or a depreciable property of a prescribed class, or serv­
ices the cost of which to the taxpayer may reasonably be regarded 
as having been an expenditure which amount was added in 
computing the taxpayer’s earned depletion base or in computing 
the earned depletion base of a predecessor corporation where the 
taxpayer is a successor corporation or a second successor corpora­
tion to the predecessor corporation, as the case may be;

(b) 33Va% of each amount determined under section 332.2 in 
respect of a disposition of depreciable property of a prescribed 
class, other than a disposition of such property that had been used 
by the taxpayer to any person with whom the taxpayer was not 
dealing at arm’s length, of the taxpayer after 11 December 1979 
and in the year, the capital cost of which was added in computing 
the earned depletion base of the taxpayer or of a person with 
whom he was~übT~Tlealing at arm’s length or in computing the 
earned depletion base of a predecessor corporation where the tax­
payer is a successor corporation or a second successor corporation 
to the predecessor corporation, as the case may be;

126



1982 Taxation Act Ch a p . 5

Capital 
cost of a 
property.

Interpreta­
tion:

(c) 33 Vs% of each amount determined under section 332.2 in 
respect of a disposition of depreciable property of a prescribed 
class that is bituminous sands equipment, other than a disposition 
of such property that had been used by the taxpayer to any person 
with whom the taxpayer was not dealing at arm’s length, of the 
taxpayer after 11 December 1979 and in the year, the capital cost 
of which was added in computing the supplementary depletion 
base of the taxpayer or of a person with whom he was not dealing 
at arm’s length or in computing the supplementary depletion base 
of a predecessor corporation where the taxpayer is a successor cor­
poration or a second successor corporation to the predecessor cor­
poration, as the case may be;

(d) 50% of each amount determined under section 332.2 in 
respect of a disposition of depreciable property of a prescribed 
class that is enhanced recovery equipment, other than a disposi­
tion of such property that had been used by the taxpayer to any 
person with whom the taxpayer was not dealing at arm’s length, of 
the taxpayer after 11 December 1979 and in the year, the capital 
cost of which was added in computing the supplementary depletion 
base of the taxpayer or of a person with whom he was not dealing 
at arm’s length or in computing the supplementary depletion base 
of a predecessor corporation where the taxpayer is a successor cor­
poration or a second successor corporation to the predecessor cor­
poration, as the case may be; and

(e) 66%% of each amount that became receivable by him 
after 11 December 1979 and in the year and in respect of which the 
consideration given by the taxpayer was a property, other than a 
share or a property that would have been a Canadian resource 
property if it had been acquired by him at the time the considera­
tion was given, or services the cost of which may reasonably be 
regarded as having been an expenditure in connection with an oil 
or gas well in respect of which an amount was included in 
computing the taxpayer’s exploration base or in computing the 
exploration base of a predecessor corporation where the taxpayer 
is a successor corporation or a second successor corporation to the 
predecessor corporation, as the case may be.

“332.2 For the purposes of paragraph b, c or d of section
332.1, the amount in respect of a disposition of a property referred 
to therein is equal to the lesser of the capital cost of the property to 
the taxpayer, the person with whom he was not dealing at arm’s 
length or the predecessor corporation, as the case may be, com­
puted without reference to section 180 or 182, and the proceeds of 
disposition of the property.

“332.3 For the purposes of sections 332.1 and 332.2 and of 
this section,
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(a) “successor corporation” means a corporation that has, 
after 7 November 1969, acquired, in any manner whatever, 
including an acquisition as a result of an amalgamation described in 
section 544, from another corporation, in sections 332.1 and 332.2 
referred to as the “predecessor corporation” , all or substantially all 
of the property of the predecessor corporation used by it in carry­
ing on in Canada any of the businesses described in paragraphs a 
to g of section 363 as were carried on by it, and that, with respect 
to acquisitions of property after 16 November 1978, except in the 
case of an amalgamation or a winding-up, has jointly elected with 
the predecessor corporation under section 404.1 or 415.3; and

(b) “second successor corporation” means a corporation that 
has, after 7 November 1969, acquired, in any manner whatever, 
including an acquisition as a result of an amalgamation described in 
section 544, from another corporation that was a successor corpo­
ration, all or substantially all of the property of the first successor 
corporation used by it in carrying on in Canada any of the busi­
nesses described in paragraphs a to g of section 363 as were carried 
on by it, and that, with respect to acquisitions of property after 16 
November 1978, except in the case of an amalgamation or a 
winding-up, has jointly elected with the successor corporation 
under section 404.1 or 415.3.”

(2) This section applies to taxation years ending after 11 
December 1979.

73. (1) Section 333 of the said Act is amended by adding the 
following paragraph:

“Similarly, the expressions “exploration base” , “supplemen­
tary depletion” , “earned depletion” , “bituminous sands equip­
ment” and “enhanced recovery equipment” have, for the purposes 
of this chapter, the meaning assigned to them by regulation.”

(2) This section applies to taxation years ending after 11 
December 1979.

74. (1) Section 333.1 of the said Act, amended by section 26 
of chapter 13 of the statutes of 1980, is again amended by replacing 
paragraph a by the following paragraph:

“ (a ) the aggregate of all such proceeds so becoming receiva­
ble by him in the year, to the extent that they have been included 
in the amount referred to in subparagraph i of paragraph b of 
either section 412 or section 418.6 in respect of the taxpayer;” .

(2) This section applies to taxation years ending after 11 
December 1979.

75. (1) Section 333.2 of the said Act is amended by replacing 
subsection 1 by the following subsection:
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Am ount to ‘333.2 (1) A taxpayer must include, in computing his 
üiecompuedincome f°r the year in respect of which he elected under section 
ting 333.1, the amount by which the amount deducted under the said 
iowTg a section exceeds the aggregate of Canadian exploration expenses, 
dectionr's Canadian development expenses and Canadian oil and gas prop­

erty expenses incurred by him in his ten taxation years immedi­
ately following the year as were designated by him in his fiscal 
return filed for the year in which the expenses were incurred.”

(2) This section applies in respect of taxation years ending 
after 11 December 1979.

R.S.Q..C. 76.(1) Section 333.3 of the said Act is replaced by the follow-
333.3, ing section:
replaced.

Canadian ‘333.3 Any Canadian exploration expense, Canadian devel- 
exp!°ns<r°n opinent expense or Canadian oil and gas property expense 
and Cana- incurred by a taxpayer in a taxation year and designated by him in 
opmentve his fiscal return filed in accordance with section 333.2 is deemed 
incurred in not: t° be such an expense, except for the purposes of sections 386, 
a taxation 387, 391, 392 and 392.1 and the computing of his earned depletion 
year' base within the meaning of the regulations made under section 

360.”
(2) This section applies to taxation years ending after 

11 December 1979.

R .s .Q .,  c. 77. (1) Section 336 of the said Act, amended by section 27 of 
i-3,8.336, cliapter 0f the statutes of 1980, is again amended

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

Maintenait- * ‘(b ) an amount paid by an individual in the year, pursuant to 
ance wherean order of a competent tribunal, as an allowance payable on a 
spouse periodic basis for the maintenance of the recipient thereof, a child 
separated. recipient or both at the same time, if at the time the pay­

ment is made and throughout the remainder of the year, the indi­
vidual lives apart from the recipient to whom he is required to 
make such payment and who is his spouse or an individual 
described in subparagraph d of the second paragraph of section 
454;”;

(2) by replacing paragraph e of subsection 1 by the following 
paragraph:

Cost of “(e) an amount paid in the year by the taxpayer as fees or 
or appeal, expenses incurred for preparing, presenting or proceeding with an 

objection or appeal relating to
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i. an assessment of tax, interest or penalties under this Act, a 
similar Act of Canada or of another province or the Health Insur­
ance Act (R.S.Q., chapter A-29);

ii. an assessment of any income tax deductible by him under 
section 772 or any interest or penalty with respect thereto;

iii. an assessment or a decision under the Act respecting the 
Québec Pension Plan (R.S.Q., chapter R-9) or an equivalent plan 
within the meaning of the said Act; or

iv. a decision of the Canada Employment and Immigration 
Commission, a board of referees or an umpire under the 
Unemployment Insurance Act, 1971 (Statutes of Canada);” ; and

(3) by replacing subsections 2 and 3 by the following subsec­
tions:

“(2) Where, after 6 May 1974, a decree, order, judgment or 
written agreement contemplated in paragraph a or b of subsection 
1, or any variation thereof, has been made providing for the peri­
odic payment of an amount by the taxpayer to or for the benefit of 
a person who is his spouse, former spouse or an individual contem­
plated in subparagraph d of the second paragraph of section 454, or 
for the benefit of a child in the custody of such a person, such pay­
ment or any part thereof, when paid, is deemed, for the purposes 
of paragraphs a and b of subsection 1, to have been made to and 
received by that person if the taxpayer was living apart from that 
person at the time the payment was made and throughout the 
remainder of the year in which the payment was made.

“(3) Paragraph/ of subsection 1 does not apply in the case of a 
pension benefit, a payment out of or under an employee benefit 
plan, a registered retirement savings plan, a registered retirement 
income fund or an income-averaging annuity contract or in the case 
of an annuity paid or purchased in accordance with a deferred 
profit sharing plan or a plan revoked under section 876.”

(2) Paragraph 1 of subsection 1 and paragraph 3 of that sub­
section, to the extent that the latter paragraph replaces subsection 
2 of section 336 of the Taxation Act, applies in respect of a payment 
made either after 11 December 1979 pursuant to an order made 
after that date or, in any other case, where the recipient and the 
taxpayer agree thereto in writing in a taxation year, in that year 
and subsequent taxation years.

(3) Paragraph 2 of subsection 1 applies in respect of expenses 
incurred after 11 December 1979.

(4) Paragraph 3 of subsection 1, to the extent that it replaces 
subsection 3 of section 336 of the Taxation Act, applies in respect 
of payments made after 1979.
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78 . (1) Section 339 of the said Act is amended
(1) by replacing paragraph d by the following paragraph:
“(d) such part of the aggregate of each amount included in 

computing his income for the year, under paragraph a of section 
311 or section 317 or 885, and each prescribed refund of deductions 
as deferred pay, as is designated by the taxpayer in his fiscal 
return for the year under this Part and that does not exceed the 
aggregate of each amount, to the extent that it was not deducted in 
computing his income for a previous year, paid by him in the year 
or within 60 days after the end of the year

i. as a contribution to or under a registered retirement plan, 
other than the portion thereof deductible under paragraph c of sec­
tion 70 in computing his income for the year, or

ii. as a premium under a registered retirement savings plan 
under which he is the annuitant, within the meaning of paragraph 
b of section 905.1, other than the portion of such premium that has 
been designated for the purposes of paragraph/;” ; and

(2) by replacing paragraph /  by the following paragraph:
“(f) such part of the aggregate of amounts paid by him in the 

year or within 60 days after the end of the year as a premium to a 
registered retirement savings plan under which he is the annuitant 
within the meaning of paragraph b of section 905.1, as is desig­
nated by the taxpayer in his fiscal return under this Part for the 
year, as does not exceed the amount included in computing his 
income for the year under section 929, to the extent that it repre­
sents a refund of premiums, within the meaning of subsection 2 of 
section 908, under a registered retirement savings plan received 
by the taxpayer out of or under the plan on or after the death of the 
person who was, immediately before his death, both the annuitant 
thereunder and the taxpayer’s spouse, and was not deducted in 
computing the taxpayer’s income for a previous year.”

(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

7 9 . (1) Section 344 of the said Act, amended by section 28 of 
chapter 13 of the statutes of 1980, is again amended by replacing 
subparagraph iii of paragraph a by the following subparagraph:

“iii. the excess of the amount included in computing his 
income for the year under sections 330 and 331 over the aggregate 
of the amounts deducted in that computation under sections 333.1, 
357, 358 and 362 to 418.14 and section 86 of the Act respecting the 
application of the Taxation Act (1972, chapter 24);” .

(2) This section applies to taxation years ending after 11 
December 1979.
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80. (1) Section 345 of the said Act, amended by section 29 of 
chapter 13 of the statutes of 1980, is again amended by replacing 
the period at the end of paragraph i by a semicolon and by adding 
the following paragraphs:

“ (j) an amount included in computing the individual’s income 
for the year under paragraph c of section 46 of the Act respecting 
the application of the Taxation Act (R.S.Q., chapter 1-4), but only 
where the individual has not claimed a deduction in that computa­
tion under paragraph a of the said section 46; and

“(k ) where the individual ceased to be a member of a partner­
ship in the year or the preceding year and where, in computing his 
income therefrom for that preceding year, he made the election 
provided for in paragraph c of section 215, the amount included in 
computing his income for the year under paragraph a of section 28, 
to the extent that, having regard to all the circumstances, 
including the proportion in which the members of the partnership 
have agreed to share the profits of the partnership, such amount 
may reasonably be considered to be his share of the work in prog­
ress of the partnership at the time he ceased to be a member 
thereof if, during the remainder of the year in which he ceased to 
be a member thereof and in the following year, he did not become 
employed in the business carried on by the partnership, carry on a 
business that is a profession or become a member of another part­
nership carrying on a business that is a profession.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

81. (1) Section 358 of the said Act is replaced by the follow­
ing section:

“358. Subject to subsection 2 of section 357, where a tax­
payer has, pursuant to paragraph e of section 330, included an 
amount in computing his income for a taxation year, in this para­
graph referred to as the “initial year” , and, in respect of the dispo­
sition of a property to which section 329.1 or paragraph b of section 
331 applies, he has included, pursuant to subparagraph i of para­
graph b of section 412, an amount in computing the expenses 
referred to in the last named section at a particular time in the ini­
tial year and such latter amount or a portion thereof is not due 
before the end of a taxation year, he may deduct in computing his 
income for that taxation year, in respect of the portion of the latter 
amount that is not due before the end of that taxation year, a 
reserve equal to,

(a) where that taxation year is the initial year, the lesser of 
the amount included in computing his income for the year under 
paragraph e of section 330, and the portion of the amount in
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respect of a disposition of the property that is not due before the 
end of the year; or

(b ) in any other case, the lesser of the amount deducted under 
this subparagraph or subparagraph a in respect of the property in 
computing his income for the preceding taxation year and the 
portion of the amount in respect of the property that is not due 
before the end of his taxation year.

Subject to subsection 2 of section 357, where a taxpayer has, 
by virtue of paragraph e of section 330, included an amount in 
computing his income for a taxation year, in this paragraph 
referred to as the “initial year” , and, in respect of the disposition of 
a property to which section 329 applies, he has included pursuant 
to subparagraph i of paragraph b of section 418.6 an amount in 
computing his expenses referred to in the last named section at a 
particular time in the initial year and such latter amount or a 
portion thereof is not due before the end of a taxation year, he may 
deduct in computing his income for that taxation year, in respect of 
the portion of the latter amount that is not due before the end of 
such taxation year, a reserve equal to

(a ) where that taxation year is the initial year, the least of the 
amount by which the amount included in computing his income for 
the year by virtue of paragraph e of section 330 exceeds the 
amount deducted under subparagraph a of the first paragraph in 
computing his income for the year, the amount determined under 
section 418.12 in respect of the taxpayer for the year, and the 
portion of the amount in respect of a disposition of the property 
that is not due before the end of the year; or

(b ) in any other case, the lesser of the amount deducted under 
this paragraph in respect of the property in computing his income 
for the preceding taxation year and the portion of the amount in 
respect of the property that is not due before the end of the taxa­
tion year.

Section 153 does not apply in respect of an amount deductible 
under this section.”

(2) This section applies to the taxation year 1977 and subse­
quent taxation years, except to the extent that it enacts the second 
paragraph of section 358 of the Taxation Act, in which case it 
applies to taxation years ending after 11 December 1979.

82. (1) Section 359 of the said Act is replaced by the follow­
ing section:

“359. In this chapter,
(a ) “outlay” or “expense” made or incurred before a particu­

lar time does not include any amount paid or payable for services
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to be rendered after that time or any amount paid or payable as 
rent for a period after that time;

“mining (b) “mining business” means an activity described in para- 
busmess”; gj-gpjj a 0f section 363 with respect to minerals and in paragraphs b 

to e and g of the said section, and a transaction concerning a prop­
erty described in paragraphs a t o /  of section 370 that may reasona­
bly be related to minerals;

“oil busi- ( c )  “oil business” means an activity described in paragraph a,
ness ; except with respect to minerals, and paragraph /  of section 363, 

and a transaction concerning a property described in paragraphs a 
t o /  of section 370, that may reasonably be related to petroleum or 
natural gas, and that is not contemplated in paragraph b;

“on or gas (d ) “oil or gas well” means any well drilled for the purpose of 
well”; producing petroleum or natural gas or of determining the exist­

ence, location, extent or quality of a petroleum or natural gas 
deposit.”

(2) This section, to the extent that it enacts paragraphs b to d 
of section 359 of the Taxation Act, has effect as from 1 January 
1981 and, to the extent that it enacts paragraph a of the said sec­
tion, it applies in respect of amounts paid or payable after 28 Octo­
ber 1980.

r .s .q ., c . 8 3 . (1) Section 369 of the said Act is amended by replacing 
am .s 369, that part of paragraph b which precedes subparagraph i by the 

following:
“ (b) the amount by which the aggregate of the following 

amounts, before any deduction under section 360, 361, 368, 400 or 
401 exceeds the aggregate of the amounts deducted in computing 
his income for the year under section 357 in respect of property 
contemplated in paragraph c of section 328 or under section 358:” .

(2) This section applies to taxation years ending after 11 
December 1979.

R.S.Q., c. 8 4 .(1 )  Section 370 of the said Act, amended by section 30 of
i-3, s. 370, chapter 13 of the statutes of 1980, is again amended

(1) by replacing paragraphs a and b by the following para­
graphs:

“ (a ) any right, licence or privilege to explore for, drill for or 
take petroleum, natural gas or other related hydrocarbons in 
Canada;

“(b) any right, licence or privilege to prospect, explore, drill 
or mine for minerals in a mineral resource in Canada or to store 
underground petroleum, natural gas or related hydrocarbons in 
Canada;” ; and
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R.S.Q., c. 
1-3, s. 375, 
replaced.

Dealers in 
rights, 
licences or 
privileges 
to explore.

R.S.Q., c. 
1-3, s. 383, 
am.

Rules 
applicable 
to election 
under sec­
tion 381.

(2) by replacing paragraphs d and e by the following para­
graphs:

“(d) any rental or royalty computed by reference to the 
amount or value of production from an oil or gas well in Canada;

“(d. 1) any rental or royalty computed by reference to the 
amount or value of production from a mineral resource in Canada;

“(e ) any real property in Canada the principal value of which 
depends upon its mineral resource content, but not including any 
depreciable property used or to be used in connection with the 
extraction or removal of minerals therefrom; or” .

(2) This section applies to taxation years ending after 11 
December 1979.

85. (1) Section 375 of the said Act is replaced by the follow­
ing section:

“375. Sections 329 to 332, 357,358,368, 369,371,374 and 395 
to 418.12 do not apply to a taxpayer who is not a development cor­
poration if the business of such taxpayer includes trading or deal­
ing 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 11 
December 1979.

86. (1) Section 383 of the said Act is amended
(1) by replacing subsection 1 by the following subsection:

“383. (1) The election contemplated in section 381 may be 
made only if the corporation in whose favour it is made has been a 
shareholder of the joint exploration corporation during the whole 
period, and has paid to the corporation an amount in respect of the 
Canadian exploration and development expenses, Canadian explo­
ration expenses, Canadian development expenses or Canadian oil 
and gas property expenses incurred by it in Canada.” ; and

(2) by replacing subsection 3 by the following subsections:
“(3) The agreed portion for such corporation shall not exceed 

that amount paid by the shareholder corporation during the period 
less the aggregate of the amounts which the joint exploration cor­
poration has already renounced under section 381, 406, 417 or 
418.13 in favour of the shareholder corporation.

“(4) For the purposes of subsection 3, the amount paid by the 
shareholder corporation does not include that portion of the 
amount paid by a shareholder corporation that was not a Canadian 
corporation and used by the joint exploration corporation to
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R.S.Q., c. 
1-3, s. 384, 
am.

R.S.Q., c. 
1*3, s. 
392.1, 
added.

Cumulati­
ve Cana­
dian oil 
and gas 
property 
expense.

Canadian 
oil and gas 
property 
expense.

R.S.Q., c. 
1-3, s. 395, 
am.

“Canadian
exploration
expense” .

acquire a Canadian resource property after 11 December 1979 
from a shareholder corporation that was not a Canadian corpora­
tion.”

(2) This section applies to taxation years ending after 11 
December 1979.

87. (1) Section 384 of the said Act is amended by replacing 
paragraph b by the following paragraph:

“(b ) the amount by which the cumulative Canadian explora­
tion expenses, cumulative Canadian development expenses or 
cumulative Canadian oil and gas property expenses, as the case 
may be, at the time it ceased to carry on active business exceeds 
the aggregate of all amounts otherwise deducted under Division 
III, IV or IV.l, as the case may be, in computing its income for the 
taxation years ending after the time it ceased to carry on active 
business and before control was so acquired, is deemed to have 
been deducted under the said divisions, respectively, in computing 
its income for the taxation years ending before control was so 
acquired.”

(2) This section applies to taxation years ending after 11 
December 1979.

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

“392.1 A  taxpayer shall, in computing his cumulative Cana­
dian oil and gas property expense, deduct under paragraph c of 
section 418.6 the amount which, at a particular time, becomes 
receivable by him from a person with whom he has entered into an 
agreement to unitize an oil or gas field in Canada in respect of 
Canadian oil and gas property expense incurred by the taxpayer in 
respect of that field or any part thereof.

Furthermore, the person who must pay such amount shall, in 
computing his Canadian oil and gas property expense, include it at 
that time under paragraph a of section 418.2.”

(2) This section applies to taxation years ending after 11 
December 1979.

89. (1) Section 395 of the said Act, amended by section 35 of 
chapter 13 of the statutes of 1980, is again amended

(1) by replacing that part of the said section which precedes 
subparagraph i of paragraph b by the following:

“395. F or the purposes of this chapter, Canadian exploration 
expense of a taxpayer means any outlay or expense, made or
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incurred after 6 May 1974 in the case of an oil business, or after 31 
March 1975 in the case of a mining business, to such extent as that 
outlay or expense is

(а) any expense, including an expense for a geological, geo­
physical or geochemical survey, other than an expense incurred in 
drilling or completing an oil or gas well or in building a temporary 
access road to, or preparing a site in respect of, any such well, and 
incurred by him for the purpose of determining the existence, loca­
tion, extent or quality of a petroleum or natural gas deposit, other 
than a mineral resource, in Canada;

(б) any expense, incurred before 1982, in drilling or 
completing an oil or gas well in Canada, or in building a temporary 
access road to, or preparing a site in respect of, any such well, 
incurred by him in the year or in any previous year, and included 
by him in computing his Canadian development expense for a pre­
vious taxation year, if the drilling of the well is completed within 
six months after the end of the year and” ; and

(2) by inserting, after paragraph 6, the following paragraphs:
“ (6.1) any expense incurred after 1981, in drilling or 

completing an oil or gas well in Canada, or in building a temporary 
access road to, or preparing a site in respect of, any such well, 
incurred by him in the year or in any previous year, and included 
by him in computing his Canadian development expenses for a pre­
vious taxation year, if the drilling of the well is completed within 
six months after the end of the year and the well is abandoned 
within six months after the end of the year and within twelve 
months after the drilling of the well is completed;

“ (6.2) any expense incurred after 1981 in drilling or 
completing an oil or gas well in Canada, or in building a temporary 
access road to, or preparing a site in respect of, any such well,

i. in a prescribed exploration area, except where the well is 
drilled for the purpose of production in commercial quantities of 
petroleum or natural gas from a petroleum or natural gas deposit 
that was known to be capable of being produced in commercial 
quantities at the time the drilling of the well commenced or for the 
purpose of delineating or determining the extent or quality of a 
petroleum or natural gas deposit and the drilling of the well com­
menced after any production in commercial quantities of any petro­
leum or natural gas from the deposit, or

ii. in any area other than a prescribed exploration area, 
except where the well is drilled for the purpose of production of 
petroleum or natural gas from a petroleum or natural gas deposit 
capable of being produced in commercial quantities that was 
known to exist at the time the drilling of the well commenced, or
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for the purpose of delineating or determining the extent or quality 
of such a deposit;” .

(2) This section applies in respect of outlays or expenses made 
or incurred after 1980.

R.S.Q., c. 90. (1) Section 396 of the said Act is replaced by the follow-
îepiaced96, mg section:
Restric- “396. Canadian exploration expenses do not include, how- 
tion. ever, a consideration given by the taxpayer for a share, or for an 

interest therein or right thereto, except as provided in paragraph e 
of section 395, or any expense described in the said paragraph 
incurred by another taxpayer to the extent that the expense is, for 
that other taxpayer, a Canadian exploration expense by virtue of 
the said paragraph, a Canadian development expense by virtue of 
paragraph e of section 408 or a Canadian oil and gas property 
expense by virtue of paragraph c of section 418.2.”

(2) This section applies to taxation years ending after 11 
December 1979.

R.S.Q..C. 91.(1) Section 398 of the said Act is amended by replacing
am .s 398, paragraph a by the following paragraph:

“(a) the expenses referred to in section 395 and incurred by 
the taxpayer before that time;”.

(2) This section has effect as from 26 February 1981.

R .S .Q ..C . 92.(1) Section 399 of the said Act is amended by striking out
i 3, s. 3 99 , worcj “and’  ̂at the end of paragraph c, by replacing the period 

at the end of paragraph d by the following: “ ; and” , and by adding 
the following paragraph:

“(e) all amounts of assistance or benefit that he has received 
or is entitled to receive from a government, municipality or other 
public body, in respect of any Canadian exploration expense 
incurred after 31 December 1980 or that can reasonably be related 
to Canadian exploration activities after that date, whether such 
amount is by way of a grant, bonus, forgivable loan, deduction 
from royalty or tax, investment allowance or any other form of 
assistance or benefit.”

(2) This section applies to the taxation year 1981 and subse­
quent taxation years.

R.S.Q.. c. 93. (1) Section 400 of the said Act is replaced by the follow- 
îepiaced00, ing section:
Deduction
by a devei- “ 4 0 0 .  A development corporation or any other taxpayer car-
corporation rying on a mining business must deduct, in computing its income
or tax­
payer car- 138
rvine on a
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Additional
deduction.

R.S.Q., c. 
1-3, s. 401, 
am.

R.S.Q., c. 
1-3, s. 406, 
replaced.

Election in 
respect of 
a joint 
exploration 
corpora­
tion.

for a taxation year, its cumulative Canadian exploration expenses 
at the end of the year not exceeding the amount its income for the 
year would be, computed without taking into account sections
332.1 and 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.

A  taxpayer contemplated in the first paragraph may also 
deduct, in computing its income for any taxation year, an amount 
not exceeding the least of

(a) the aggregate of the amounts it is required to include in 
such computation by virtue of sections 332.1 and 332.2;

(b ) the amount by which its cumulative Canadian exploration 
expenses at the end of the year exceed the amount that its income 
for the year would be as described in the first paragraph; or

(c) the amount that its income for the year would be as 
described in the first paragraph if the said paragraph did not 
include the expression “computed without taking into account sec­
tions 332.1 and 332.2” .”

(2) This section applies to taxation years ending after 11 
December 1979.

94. (1) Section 401 of the said Act, amended by section 36 of 
chapter 13 of the statutes of 1980, is again amended by replacing 
subparagraph i of paragraph a by the following subparagraph:

“i. the amount by which his Canadian exploration expenses 
incurred after 25 May 1976 exceed the aggregate of all amounts 
deducted under this paragraph for a previous taxation year, and” .

(2) This section has effect as from 26 February 1981.

95. (1) Section 406 of the said Act is replaced by the follow­
ing section:

“406. A joint exploration corporation, within the meaning of 
section 382, may, in any particular taxation year or within six 
months from the end of that year, elect in prescribed form to 
renounce in favour of a shareholder corporation an agreed portion 
of the aggregate of its Canadian exploration expenses incurred 
before the end of that year, to the extent that such aggregate 
exceeds the amount deductible in respect thereof under section 400 
in computing the income of the joint exploration corporation for a 
taxation year previous to the particular taxation year; subsections 
1, 3 and 4 of section 383 apply, mutatis mutandis, to that election.”

(2) This section applies to taxation years ending after 11 
December 1979.
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R.S.Q., c. 
1-3, s. 408, 
am.

“Canadian
develop­
ment
expense” .

R.S.Q., c. 
1-3, s. 409, 
replaced.

Restric­
tion.

96. (1) Section 408 of the said Act, amended by section 40 of 
chapter 13 of the statutes of 1980, is again amended

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

“408. For the purposes of this chapter, Canadian develop­
ment expenses of a taxpayer means any outlay or expense made or 
incurred after 6 May 1974 in the case of an oil business, or after 31 
March 1975 in the case of a mining business, to the extent that such 
outlay or expense constitutes:” ; and

(2) by replacing paragraph c by the following paragraph:
“ (c) notwithstanding section 144, the cost to the taxpayer of a 

Canadian resource property contemplated in paragraph b,d.  l o r e  
of section 370 or in paragraph/of section 370 in respect of property 
contemplated in paragraph b, d. 1 or e of the latter section, 
excluding any payment made to a person contemplated in section 
90 for the preservation of a taxpayer’s rights in respect of a Cana­
dian resource property or a property that would have been a Cana­
dian resource property if it had been acquired by the taxpayer 
after 1971, and excluding a payment to which section 144 applies 
and that may reasonably be regarded as being in relation to the 
production in Canada of petroleum, natural gas and other related 
hydrocarbons, or metal or minerals to any stage that is not beyond 
the prime metal stage or its equivalent, from an oil or gas well or 
mineral resource situated in Canada from which the taxpayer then 
had the right to take or remove such substance;” .

(2) Paragraph 1 of subsection 1 has effect as from 26 February
1981.

(3) Paragraph 2 of subsection 1 applies in respect of the acqui­
sition of property after 11 December 1979.

97. (1) Section 409 of the said Act is replaced by the follow­
ing section:

“409. Canadian development expenses do not include, how­
ever, any consideration given by the taxpayer for a share or any 
interest therein or right thereto, except as provided in paragraph e 
of section 408, nor any expense referred to in the said paragraph 
incurred by another taxpayer to the extent that the expense was, 
for that other taxpayer, a Canadian development expense under 
the said paragraph, a Canadian exploration expense under para­
graph e of section 395 or a Canadian oil and gas property expense 
under paragraph c of section 418.2.”

(2) This section applies to taxation years ending after 11 
December 1979.

140



1982 Taxation Act Ch a p . 5

r .s .q ., c. 98. (1) Section 411 of the said Act, amended by section 41 of 
i s, s. 411, chapter 13 of the statutes of 1980, is again amended by replacing 

paragraph a by the following paragraph:
“(a ) the expenses referred to in section 408 incurred by the 

taxpayer before that time;” .
(2) This section has effect as from 26 February 1981.

R.S.Q., c. 99. (1) Section 412 of the said Act, amended by section 42 of 
i-3, s. 4i2, chapter 13 0f  the statutes of 1980, is again amended

(1) by replacing subparagraph i of paragraph b by the follow­
ing subparagraph:

“i. any amount, in respect of that disposition, that becomes 
receivable by him before that time but after 6 May 1974 in the case 
of an oil business, or after 31 March 1975 in the case of a mining 
business, that is required to be included in the amount referred to 
in this subparagraph by virtue of section 329.1 or of paragraph b of 
section 331, exceeds,” ;

(2) by replacing paragraph d by the following paragraph:
“(d) all amounts included by him under paragraph a of section 

408 for a previous taxation year that have become Canadian explo­
ration expenses by virtue of paragraph b or 6.1 of section 395;” ; 
and

(3) by striking out the word “and” , at the end of paragraph e, 
and by adding, after paragraph/, the following paragraphs:

“(g ) all amounts determined under section 418.12 in respect of 
taxation years of the taxpayer ending at or before that time; and

“(h ) all amounts of assistance or benefit that he has received 
or is entitled to receive from a government, municipality or other 
public body in respect of any Canadian development expense 
incurred after 31 December 1980 or that can reasonably be related 
to Canadian development activities after that date, whether such 
amount is by way of a grant, bonus, forgivable loan, deduction 
from royalty or tax, investment allowance or any other form of 
assistance or benefit.”

(2) Paragraph 1 of subsection 1 applies in respect of the dispo­
sition of property after 11 December 1979.

(3) Paragraph 2 of subsection 1 has effect as from 26 February
1981.

(4) Paragraph 3 of subsection 1, to the extent that it enacts 
paragraph g of section 412 of the Taxation Act, applies to taxation 
years ending after 11 December 1979 and, to the extent that it 
enacts paragraph h of the said section 412, applies to the taxation 
year 1981 and subsequent taxation years.
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R.S.Q., c. 
1-3, s. 413, 
am.

Deduction.

R.S.Q., c. 
1-3, s. 414, 
am.

100. (1) Section 413 of the said Act is amended
(1) by replacing subparagraph ii of subparagraph a of the first 

paragraph by the following subparagraph:
“ii. the amount by which the amount determined under 

subparagraph ii of subparagraph a of section 418.7 exceeds the 
amount determined under subparagraph i of the said subpar­
agraph; and” ;

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

“(b ) the lesser of
i. the amount by which the amount determined under 

subparagraph i of subparagraph a exceeds the amount determined 
under subparagraph ii of the said subparagraph; or

ii. the amount by which the aggregate of all amounts included 
in computing its income for the year by reason of the disposition, in 
the year, of a property included in its inventory under section 419, 
and acquired by the corporation under circumstances referred to in 
paragraph e of section 395 or 408, or any amount included, in 
computing its income, under paragraph e of section 87 to the 
extent that such amount relates to that property, exceeds the 
aggregate of any amount deducted as an allowance in computing 
its income for the year under section 153 to the extent that such 
allowance relates to such property; and

“(c) 30% of the amount by which the amount determined 
under subparagraph i of subparagraph b exceeds that determined 
under subparagraph ii of the said subparagraph.” ; and

(3) by replacing the second paragraph by the following para­
graph:

“Any other taxpayer may deduct in computing his income for 
any taxation year in respect of an oil business an amount not 
exceeding the aggregate of amounts that would be determined in 
his respect under subparagraphs a to c of the first paragraph, if 
account were not taken of the word “other” in subparagraph i of 
the said subparagraph a .”

(2) This section applies to taxation years ending after 11 
December 1979.

101. (1) Section 414 of the said Act, amended by section 43 
of chapter 13 of the statutes of 1980, is again amended by replacing 
paragraph a of the second paragraph by the following paragraph:

“(a) the aggregate of amounts that would be determined in 
his respect under subparagraphs a to c of the first paragraph of
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section 413, if account were not taken of the word “other” in 
subparagraph i of the said subparagraph a; and” .

(2) This section applies to taxation years ending after 11 
December 1979.

R.S.Q., c. 102. (1) Section 417 of the said Act is replaced by the follow- 
îâiaœd17’ ing section:
Renuncia- “417. A joint exploration corporation, within the meaning of 
joînt Mpio-secti°n 382, may, in any particular year or within six months from 
ration the end of that year, elect in prescribed form to renounce in favour 
S*™ of a shareholder corporation an agreed portion of the aggregate of 

its Canadian development expenses incurred before the end of that 
year to the extent that such aggregate exceeds the total of 
amounts deducted in respect thereof under sections 413 and 414 in 
computing the income of the joint exploration corporation for any 
taxation year previous to that particular year; subsections 1, 3 and 
4 of section 383 apply, mutatis mutandis, to that election.”

(2) This section applies to taxation years ending after 11 
December 1979.

r .s .q ., c. 103. (1) The said Act is amended by inserting, after section 
418.1-418. 418> the M owing:
14, added.
cost of “418.1 Where, pursuant to the terms of an arrangement m 
ofprop-1™ writing entered into before 12 December 1979, a taxpayer 
erty. acquired a property described in paragraph a of section 418.2, for 

the purposes of this Act, the cost of acquisition of the property 
shall be deemed to be a Canadian development expense incurred at 
the time he acquired the property.

“DIVISION IV. 1

“ CANADIAN OIL AND GAS PROPERTY EXPENSE

“Canadian “418.2 For the purposes of sections 362 to 418.14, Canadian 
property38 oil and gas property expense of a taxpayer means any outlay or 
expense”, expense made or incurred after 11 December 1979, to the extent 

that the outlay or expense is,
(a) notwithstanding section 144, the cost to the taxpayer of a 

Canadian resource property described in paragraph a, c or d of 
section 370 or in paragraph /  of section 370 in respect of property 
contemplated in paragraph a, c or d of the latter section, or an 
amount paid or payable to Her Majesty in right of the Province of 
Saskatchewan as a net royalty payment pursuant to a net royalty 
petroleum and natural gas lease that was in effect on 31 March 
1977 to the extent that such payment can reasonably be regarded 
as a cost of acquiring the lease, but not including any payment
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Restric-
tion.

made to any of the persons referred to in section 90 for the preser­
vation of a taxpayer’s rights in respect of a Canadian resource 
property or a property that would have been a Canadian resource 
property if it had been acquired by the taxpayer after 1971, and 
not including a payment, other than a net royalty payment 
referred to in this paragraph, to which section 144 applies, and 
which can reasonably be related to the production in Canada of 
petroleum, natural gas and other related hydrocarbons, or metal 
or minerals to any stage that is not beyond the prime metal stage 
or its equivalent, from an oil or gas well or mineral resource situ­
ated in Canada from which the taxpayer then had the right to take 
or remove such substance;

(ib ) his share of any expense described in paragraph a 
incurred in a fiscal period thereof by a partnership of which he was 
a member at the end of that fiscal period; or

(c ) any expense described in paragraph a incurred by the tax­
payer pursuant to an agreement with a corporation under which 
the taxpayer incurred the expense solely as consideration for a 
share of the capital stock of the corporation issued to him or any 
interest in such a share or right thereto.

“418.3 Canadian oil and gas property expense does not 
include, however, any consideration given by the taxpayer for any 
share or any interest therein or right thereto, except as provided 
by paragraph c of section 418.2, or any expense contemplated in 
the said paragraph incurred by any other taxpayer to the extent 
that the expense is for the latter a Canadian oil and gas property 
expense under the said paragraph, a Canadian exploration 
expense under paragraph e of section 395 or a Canadian develop­
ment expense under paragraph e of section 408.

Assistance 
or benefit 
from a 
govern­
ment.

“418.4 Where a taxpayer has received or is entitled to 
receive any amount of assistance or benefit from a government, 
municipality or other public body in respect of his Canadian oil and 
gas property expense, whether as a grant, bonus, forgiveable loan, 
deduction from royalty or tax, investment allowance or any other 
form of assistance or benefit, the expenses contemplated in para­
graphs a to c of section 418.2 shall not be deducted from the 
amount of assistance or benefit.

“Cumuiati- “418.3 For the purposes of this chapter, cumulative Cana­
dian ÔÏT’ dian oil and gas property expense of a taxpayer at any time in a 
property” taxab °n year means the amount by which the aggregate

(a ) of the expenses contemplated in section 418.2 incurred by 
the taxpayer before that time,

Cb ) of all amounts determined under section 418.12 in respect 
of the taxpayer for any taxation year ending before that time, and



1982 Taxation Act Ch a p . 5

(c ) of all amounts contemplated in paragraph b or c of section
418.6 that, in accordance with the proof produced by the taxpayer, 
have become a bad debt before that time,

exceeds the aggregate described in section 418.6.

compute “418.6 The amounts to be deducted in computing cumulative 
cumulative Canadian oil and gas property expense of a taxpayer at any time 
expense, contemplated in section 418.5 are the aggregate

(a ) of any amount deducted in computing his income for any 
taxation year ending before that time in respect of such expense;

0b ) of any amount which, before that time, in respect of the 
disposition of property by the taxpayer, is equal to

i. the amount by which the amount, in respect of the disposi­
tion of property, that becomes receivable by him and that is 
required to be included in the amount contemplated in this 
subparagraph under section 329, exceeds

ii. where the property disposed of has been acquired by the 
taxpayer in accordance with section 418.8, the amount by which 
the amount of the expenses contemplated in paragraph a of the 
said section, determined immediately before the particular time at 
which the proceeds of the disposition of the property become 
receivable by the taxpayer, exceeds the aggregate of amounts that 
became receivable by him before that particular time and 
described in paragraph b of the said section;

iii. where the property disposed of has been acquired by the 
taxpayer in accordance with section 418.9, the aggregate of the 
amount by which the amount of the expenses contemplated in par­
agraph a of the said section, determined immediately before the 
particular time at which the proceeds of the disposition of property 
become receivable by the taxpayer, exceeds the aggregate of the 
amounts that became receivable by the first successor corporation 
before that particular time and described in subparagraph i of par­
agraph b of the said section, and of the amounts that became 
receivable by the taxpayer before that particular time and 
described in subparagraph ii of the said paragraph b, and of the 
amount by which the amount contemplated in subparagraph ii in 
respect of the acquisition by the taxpayer, in accordance with sec­
tion 418.8, exceeds the property of the first successor corporation; 
or

iv. in any other case, nil;
(c) of any amount that, before that time, becomes receivable 

by him and must be included in the amount contemplated in this 
paragraph by virtue of section 392.1;

1 AÇ
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id ) of any amount received by the taxpayer before that time 
in respect of a debt contemplated in paragraph c of section 418.5; 
and

(e ) of any amount that constitutes an amount of assistance or 
benefit that he has received or is entitled to receive from a govern­
ment, municipality or other public body in respect of any Canadian 
oil and gas property expense incurred after 31 December 1980 or 
that can reasonably be related to any such expense incurred after 
that date, whether such amount is by way of a grant, bonus, 
forgiveable loan, deduction from royalty or tax, investment allow­
ance or any other form of assistance or benefit.

Deduction “418.7 A taxpayer may deduct, in computing his income for
computing a taxation year, an amount not exceeding the aggregate of
income. , .

(a ) the lesser
i. of his cumulative Canadian oil and gas property expense at 

the end of the year; or
ii. the amount by which the aggregate of any amount included 

in computing his income for the year by reason of the disposition, 
in the year, of a property included in his inventory under section 
419, and acquired by him under circumstances referred to in para­
graph c of section 418.2, or any amount included, in computing his 
income, under paragraph e of section 87 to the extent that such 
amount relates to that property, exceeds the aggregate of any 
amount deducted as an allowance in computing his income for the 
year under section 153 to the extent that such allowance relates to 
such property; and

(b) of 10% of the amount by which any amount determined 
under subparagraph i of paragraph a exceeds the amount deter­
mined under subparagraph ii of the said paragraph.

Deduction. “418.8 A corporation which acquires, in any manner what­
ever, including an acquisition as a result of an amalgamation 
described in section 544, all or substantially all of the property of 
another corporation used by it in carrying on in Canada such of the 
businesses described in any of paragraphs a to g of section 363, 
may deduct in computing its income for a taxation year any amount 
not exceeding the lesser of the amount computed under section 
418.10 and 10% of the amount by which

(a ) the cumulative Canadian oil and gas property expense of 
the corporation from which the property is so acquired, deter­
mined immediately after the acquisition and only to the extent that 
it has not been deducted in computing the income of either corpo­
ration for a previous taxation year or in computing the income of 
the corporation from which the property is so acquired for the tax­
ation year of the acquisition, exceeds
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Deduction.

(ib ) the aggregate of the amounts that became receivable by it 
in the year or in any previous taxation year and included in the 
amount contemplated in subparagraph i of paragraph b of section
418.6 that may reasonably be regarded as attributable to the dis­
position by the corporation of any property owned by the other 
corporation immediately before the acquisition thereof by the cor­
poration.

“4 1 8 .9  A corporation which acquires, in any manner what­
ever, including an acquisition as a result of an amalgamation 
described in section 544, all or substantially all of the property of 
another corporation, hereinafter called “first successor corpora­
tion” , which used that property in a business described in any of 
paragraphs a to g of section 363 carried on by it in Canada and 
which had itself acquired that property from another corporation 
in accordance with section 418.8, may deduct, in computing its 
income for a taxation year, an amount not exceeding the lesser of 
the amount that would be determined under section 418.10 if any 
reference to this section were omitted, and 10% of the amount by 
which

(a ) the cumulative Canadian oil and gas property expense of 
the corporation from which the property was acquired in accord­
ance with section 418.8, determined immediately after the acquisi­
tion of the property by the first successor corporation, to the 
extent that it has not been deducted in computing the income of 
either corporation for a previous taxation year or in computing the 
income of the first successor corporation for the taxation year in 
which the latter’s property was so acquired, exceeds

(ib ) the aggregate
i. of the amounts that became receivable by the first succes­

sor corporation in the year or in any previous taxation year and 
included in the amount contemplated in subparagraph i of para­
graph b of section 418.6 when computing the cumulative Canadian 
oil and gas property expense of the latter, in respect of the disposi­
tion by it of property owned by the corporation from which the 
property has been acquired in accordance with section 418.8 imme­
diately before the acquisition contemplated in the said section 
418.8; and

ii. the amounts that became receivable by it in the year or in 
any previous taxation year and included in the amount contem­
plated in subparagraph i of paragraph b of section 418.6, and that 
may reasonably be regarded as attributable to the disposition by it 
of any property owned by the corporation from which the property 
has been acquired in accordance with section 418.8 immediately 
before the acquisition thereof by the first successor corporation.
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Amount of “418.10 The amount referred to in section 418.8 is that part 
deduction. income 0f the corporation for the year, before any deduction

under sections 360 to 418.14 or the Act respecting the application 
of the Taxation Act (1972, chapter 24) in respect of this section, 
other than the deduction allowed under section 418.9, minus the 
deductions allowed for the year by sections 738 to 749, that may 
reasonably be attributed to

(ia ) the production from wells or mines situated in Canada in 
respect of which the corporation from which the property was 
acquired in accordance with the said section 418.8 had, immedi­
ately before the acquisition, an interest or a right of removal; and

(b ) the amount by which the aggregate of each amount that 
must be included under paragraph b of section 330 in computing its 
income for the year and that it must include therein under section 
545 or under section 564 when referring to such section 545, in 
respect of an allowance deducted under section 357 or 358 in 
computing the income of the corporation from which the property 
has been acquired in accordance with section 418.8, exceeds the 
aggregate of each amount deducted by it under section 357 or 358, 
in computing its income for the year in respect of the disposition of 
property by the corporation from which the property has been 
acquired in accordance with section 418.8.

Application “ 418 .11  Section 404.1 applies, mutatis mutandis, to deductions 
of section provided in sections 418.8 and 418.9, and section 405 applies, mutatis 

mutandis, to the deduction relating to the cumulative Canadian oil 
and gas property expense.

Détermina- “418.12 For the purposes of paragraph b of section 418.5, of 
amount, paragraph a of the second paragraph of section 358, and of para­

graph g of section 412, the amount determined under this section 
for a taxation year in respect of a taxpayer is equal to the amount 
by which, at the end of the year, the aggregate contemplated in 
section 418.6 exceeds the aggregate contemplated in section 418.5.

Election “418.13 A joint exploration corporation, within the meaning 
exploration ° f  section 382, may, in any particular taxation year or within six 
corpora- months from the end of that year, elect in prescribed form to 
tlon' renounce in favour of a shareholder corporation an agreed portion 

of the aggregate of the Canadian oil and gas property expenses 
incurred before the end of that year, to the extent that the aggre­
gate of such expenses exceeds any amount deducted in respect 
thereof under section 418.7 in computing the income of the joint 
exploration corporation for any taxation year preceding the partic­
ular taxation year; paragraphs 1,3 and 4 of section 383 apply, mutatis 
mutandis, to such election.

1/IQ
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R.S.Q.. c. 
1-3, s. 419, 
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R.S.Q., c. 
1-3, s. 433, 
replaced.

Resource 
property 
deemed 
disposed at 
its fair

“418.14 Where an election is made under section 418.13, the 
portion of the expenses referred to therein is deemed, for the pur­
poses of sections 418.2 to 418.6, to be Canadian oil and gas prop­
erty expenses incurred by the shareholder corporation in its taxa­
tion year during which the particular taxation year referred to in 
the said section 418.13 ends and the joint exploration corporation 
shall, in computing its cumulative Canadian oil and gas property 
expenses, deduct that portion under paragraph a of section 418.6.”

(2) This section applies to taxation years ending after 11 
December 1979; however, where sections 418.2 to 418.14 of the 
Taxation Act enacted by it apply to a taxation year that includes 11 
December 1979, subparagraph ii of paragraph a of section 418.7 
must be read as follows:

“ ii. the amount by which the aggregate of any amount 
included in computing his income for the year by reason of the dis­
position of a particular property included in his inventory under 
section 419 and acquired by him under circumstances referred to in 
paragraph c of section 418.2, any amount included, in computing 
his income under paragraph e of section 87 to the extent that such 
amount relates to such particular property, and any amount 
included in computing his income under paragraph e of section 330, 
exceeds the aggregate of any amount deducted as an allowance in 
computing his income for the year under section 153 to the extent 
that such allowance relates to property included in his inventory 
under section 419 and acquired by him under circumstances con­
templated in paragraph c of section 418.2 and any amount 
deducted in computing his income under subsection 1 of section 357 
in respect of property described in paragraph c of section 328 or 
under section 358 to the extent that such allowance relates to prop­
erty disposed of in the year.”

104. (1) Section 419 of the said Act is replaced by the follow­
ing section:

“419. Any share of the capital stock of a corporation or any 
interest in such share or any right thereto acquired by a taxpayer 
under circumstances referred to in paragraph e of section 395 or 
408, or in paragraph c of section 418.2 is deemed not to be a capital 
property of the taxpayer but to be inventory of the taxpayer 
acquired at a cost to him of nil.”

(2) This section applies to taxation years ending after 11 
December 1979.

105. (1) Section 433 of the said Act is replaced by the follow­
ing section:

“433. For the purposes of sections 329, 329.1 and 331 and 
paragraph a of section 330, the individual who has died is deemed 
to have disposed, immediately before his death, of each property

1 /IQ
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am.
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am.
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am.
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owned by him to the disposition of which the said sections and par­
agraph apply, and to have received proceeds therefor equal to its 
fair market value at the same time.”

(2) This section applies to taxation years ending after 11 
December 1979.

106. (1) Section 435 of the said Act is amended by replacing 
paragraph a by the following paragraph:

“(a) in the case of a property to which section 433 applies, the 
individual is deemed to have disposed of that property immedi­
ately before his death for proceeds not in excess of the fair market 
value thereof at that time and specified by his legal representa­
tives in his fiscal return under subparagraph c of subsection 2 of 
section 1000, and the spouse or the trust is deemed to have 
acquired at the same time the property at a cost equal to the 
amount included in computing the income of the individual or, as 
the case may be, in the amount referred to in subparagraph i of 
paragraph b of section 412 or 418.6 by virtue of sections 329, 329.1 
and 331 and paragraph a of section 330;” .

(2) This section applies to taxation years ending after 11 
December 1979.

107. (1) Section 451 of the said Act, amended by section 46 
of chapter 13 of the statutes of 1980, is again amended by replacing 
subparagraph i of paragraph c by the following subparagraph:

“i. used in a qualified business carried on in Canada by the 
corporation or by a corporation controlled by it;” .

(2) This section has effect as from 26 May 1978.

108. (1) Section 454 of the said Act is amended by adding, at 
the end, the following paragraph:

“This section does not apply to such a transfer when the tax­
payer makes such election in his fiscal return filed under section 
1000 for the taxation year in which the property is transferred.”

(2) This section applies in respect of a property transferred 
after 1979.

109. (1) Section 456 of the said Act, amended by section 47 
of chapter 13 of the statutes of 1980, is again amended by replacing 
the second paragraph by the following paragraph:

“This section does not apply in respect of a transfer of prop­
erty by a taxpayer as a payment of a premium under a registered 
retirement savings plan under which his spouse is an annuitant,
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within the meaning of section 905.1, immediately after the trans­
fer, or as a payment in a taxation year of an amount that the tax­
payer may deduct in computing his income for the year and that is 
required to be included in computing the income of his spouse.”

(2) This section applies to the taxation year 1979 and subse­
quent taxation years, except to the extent that it applies in respect 
of an amount that is a remuneration, in which case it applies to a 
remuneration that is paid or to be paid after 25 March 1980 for 
services rendered after that date.

110. (1) Section 457.1 of the said Act is amended by adding 
the following paragraphs:

“This section does not apply when, in the case where the ces­
sation of communal life results from a written separation agree­
ment, the spouses resume their communal life within twelve 
months from the date on which the agreement was signed.

Nor does this section apply in respect of its reference to sec­
tion 457 when the transferor files, with his fiscal return under sec­
tion 1000 for the taxation year in which the communal life ceased, 
an election completed jointly with his spouse to that effect.”

(2) This section, to the extent that it enacts the second para­
graph of section 457.1 of the Taxation Act, has effect as from 12 
December 1979 and, to the extent that it enacts the third para­
graph of the said section 457.1, is applicable to the taxation year 
1980 and subsequent taxation years.

111. (1) Section 468 of the said Act is repealed.
(2) This section has effect as from 12 December 1979.

H2. (1) Section 487.2 of the said Act is replaced by the fol­
lowing section:

“487.2 The individual mentioned in section 487.1 is
(a) an employee or an individual related to an employee, who 

has received a loan by virtue of his office or employment or by 
virtue of the office or employment of a person to whom he is 
related;

(b ) an individual who becomes an employee or who is related 
to a person who becomes an employee, and, within ninety days 
preceding the day he or the person to whom he is related becomes 
such an employee, has received a loan by virtue of his office or 
employment or the office or employment of the person to whom he 
is related; or
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(c ) a shareholder of a corporation or an individual related to 
that shareholder, who has received a loan from that corporation, 
from a corporation related to that corporation or from a partner­
ship of which either of the corporations is a member.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

113. (1) Section 489 of the said Act is amended by replacing 
paragraph d by the following paragraph:

“(d) interest received by a corporation resident in Canada, 
accrued, received or become receivable, on a bond, bill, note, 
mortgage, hypothec or similar obligation which it receives as con­
sideration for the disposition by it, before 18 June 1971, of a busi­
ness carried on by it in a country other than Canada or all the 
shares of its subsidiary that carried on a business in such a coun­
try, and such of the debts and other obligations of such subsidiary 
as were, immediately before such disposition, owing to the 
corporation;” .

(2) This section applies to taxation years commencing after 28 
October 1980.

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

“493.1 An individual who, during a period throughout which 
he had a particular employment or was carrying on a business, had 
part-time employment by an employer with whom he was dealing 
at arm’s length, is not required to include in computing his income 
an amount received from such employer as an allowance for, or 
reimbursement of, travelling expenses other than those incurred 
in the performance of the duties of his part-time employment, to 
the extent that the amount does not exceed a reasonable amount, if 
the individual must perform the duties of such employment at a 
location not less than 80 kilometres from both the individual’s ordi­
nary place of residence and his principal place of employment or 
business.”

(2) This section applies in respect of an amount received after 
1979.

115. (1) Section 494 of the said Act is amended by striking 
out the third paragraph.

(2) This section has effect as from 12 December 1979.

116 . (1) Section 500 of the said Act is amended by replacing 
the second paragraph by the following paragraph:
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Election “The corporation is entitled to elect, on or before the day on or
ment&of before which its fiscal return for its taxation year in which such 
dividend, dividend becomes payable is required to be filed, the order in 

which the said dividend is deemed to become payable, failing which 
the Minister shall determine it.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

R.S.Q..C. 1 1 7 .(1 ) The said Act is amended by inserting, after section
503.i‘ 503, the following section:
added.

Election in “5 0 3 .1  Where a dividend becomes payable by a corporation 
dividend01 at a particular time after 31 March 1977 and before 1979, the corpo­

ration may elect that all or part of the dividend be deemed, for the 
purposes of this Act, not to be a dividend but to be a loan made at 
the particular time by the corporation to the persons who received 
all or any portion of the dividend if it makes such election in pre­
scribed manner.

Appiica- Sections 111 to 119.1 and 487.1 to 487.3 do not apply to a loan 
biiny. contemplated in the first paragraph.”

(2) This section has effect as from 26 February 1981.

R.S.Q.,c. 1 1 8 .(1 ) Section 504 of the said Act is amended by striking
i-3, s. 504, out worcj “or” at the end of paragraph b of subsection 2, by 

replacing the period at the end of paragraph c of subsection 2  by a 
semicolon, and by adding, after paragraph c, the following 
paragraphs:

“ (d ) a transaction by which an insurance corporation converts 
contributed surplus related to its insurance business into paid-up 
capital in respect of the shares of its capital stock; or

“ (e) a transaction by which a bank contemplated in section 
191 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.”

(2) This section, to the extent that it enacts paragraph d of 
subsection 2 of section 504 of the Taxation Act, applies in respect 
of a transaction occurring after 1978 and, to the extent that it 
enacts paragraph e of subsection 2  of the said section, applies in 
respect of a transaction occurring after 30 November 1980.

R.S.Q..C. 1 1 9 .(1 ) Section 508 of the said Act, amended by section 50
am.s 5°8' of chapter 13 of the statutes of 1980, is again amended by replacing 

that part which precedes paragraph a by the following:
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Dividend “508. Where, at a particular time after 16 November 1978, 
received the paid-up capital of a term preferred share owned by a specified 

financial institution or a partnership or trust of which such institu­
tion or person related thereto is a member or a beneficiary and 
acquired in the ordinary course of the business carried on by the 
shareholder, is reduced otherwise than as described in sections 505 
to 506.1, or where, under this chapter, a dividend is deemed to 
have been paid at a particular time on a given class of shares, for a 
determined value, the owner of the term preferred share at that 
time or each person holding shares of that class at that time or 
immediately after that time in the case contemplated in section 
504, is deemed to receive as a dividend, in the case of such a reduc­
tion of the paid-up capital of the term preferred share, or in the 
case contemplated in section 506.1, an amount equal to the amount 
he in fact receives in respect of the reduction of the paid-up capital 
or, in other cases, an amount equal to the proportion of the value of 
the dividend so deemed to have been paid that” .

(2) This section has effect as from 17 November 1978.

R.S.Q., c. 120. (1) Section 518 of the said Act is replaced by the fol-
JeplaSced18' l o w i n g  S e c t i o n :

Election “518. A taxpayer who, after 6  May 1974, disposes of prop­
s ’™̂ ,. of erty owned by him which is capital property, property included in 
property an inventory, property referred to in section 328 or intangible capi- 
corpora- tal property, to a taxable Canadian corporation for consideration 
tion- which includes a share of the capital stock of the corporation, may 

elect jointly with the latter, in prescribed form and on or before 
the earliest day on which one of the two must file his fiscal return 
under section 1000  for the taxation year in which the disposition 
occurs, that the rules provided in this chapter apply.

Restric However, such election shall not be made in respect of real 
ti°n. property included in an inventory, capital property of a person not

resident in Canada which is real property, an interest in real prop­
erty or an option in respect thereof or in respect of property 
referred to in section 328, if, in such latter case, the corporation to 
which it is disposed carried on a business before such disposition.”

(2) This section applies in respect of a disposition of property 
occurring after 11 December 1979; however, in the case of the dis­
position of property before 29 August 1980, it must be read with­
out reference to the expression “an interest in real property” .

RoS.Q .,c. 121. (1) Section 524 of the said Act is amended by replacing 
am.s 524,that part which precedes paragraph a by the following:
Deprecia­
ble prop­
erty and
intangible i s i ” .
capital
property.

“524. Section 523 applies where the property disposed of
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(2) This section applies to the taxation year 1972 and subse­
quent taxation years.

r .s .q ., c. 122. (1) Section 529 of the said Act is amended by adding the 
am.s 529, following paragraph:
Restric- “However, this section does not apply with respect to the cap- 
tion- ital property of a partnership which is real property, an interest in 

real property or an option in respect thereof, where, at the time 
such property is disposed of to a taxable Canadian corporation, the 
partnership is not a Canadian partnership.”

(2) This section applies with respect to a disposition occurring 
after 5 December 1979; however, where the disposition of property 
occurs before 12 December 1979, it must be read without reference 
to the expressions “an interest in real property” and “taxable” and, 
where the disposition of property occurs after 11 December 1979 
but before 29 August 1980, it must be read without -reference to 
the expression “an interest in real property” .

r .s .q ., c . 123. (1) The said Act is amended by inserting, after section 
5 4 3 , the following section:

added.
Rules “543.1 Notwithstanding paragraph b of section 542 and sec-
appiicabie. tjon 543  > where the fair market value of the shares disposed of by 

the taxpayer exceeds, immediately before the disposition, the 
aggregate of the cost deemed to him under paragraph a of section 
542 of any property contemplated therein, and of the fair market 
value, immediately after the disposition, of every share contem­
plated in paragraph b of section 542, and it is reasonable to regard 
all or any portion of such excess as a benefit that the taxpayer 
desires to have conferred on a person related to the taxpayer, the 
following rules apply:

(a) the taxpayer is deemed to dispose of the shares for pro­
ceeds equal to the lesser of their fair market value immediately 
before the disposition and of the aggregate of the cost deemed to 
him under paragraph a of section 542 of any property contem­
plated therein, and of the amount of the benefit conferred;

(b ) the taxpayer’s capital loss resulting from the disposition of 
shares is deemed to be nil; and

(c ) the cost to the taxpayer of a share of any class of the capi­
tal stock of the corporation receivable by him in consideration for 
the shares disposed of is deemed to be that proportion of the 
amount by which the adjusted cost base to the taxpayer, immedi­
ately before the disposition, of each share disposed of exceeds the 
aggregate determined in paragraph a, that the fair market value, 
immediately after the disposition, of such share of such class is of 
the fair market value, at the same time, of the aggregate of the 
shares receivable by him as consideration for the disposition.”
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(2) This section applies with respect to any reorganization of 
capital occurring after 11 December 1979.

124. (1) Section 544 of the said Act, amended by section 52 
of chapter 13 of the statutes of 1980, is again amended by adding, 
after subsection 3, the following subsections:

“ (4) Where there has been an amalgamation of a particular 
corporation and one or more of its subsidiary wholly-owned corpo­
rations and the new corporation makes such election in its fiscal 
return filed under section 1000 for its first taxation year ending 
after 28 October 1980, the expenses contemplated in sections 362 
to 418.14 of the particular corporation are deemed to be such 
expenses of the new corporation and, for the purposes of sections 
376, 378, 380, 402, 403, 415, 415.1, 418.8 and 418.9, the latter is 
deemed, in regard of such expenses, not to be a corporation 
acquiring as a result of the amalgamation all or substantially all the 
property of the particular corporation.

“(5) For the purposes of subsections 3 and 4 and this subsec­
tion, and notwithstanding section 1, the expression “subsidiary 
wholly-owned corporation” of a particular corporation means a cor­
poration all the issued and outstanding shares of the capital stock 
of which are owned by

(a) the particular corporation;
(b ) a corporation that is a subsidiary wholly-owned corpora­

tion of the particular corporation; or
(c) several corporations each of which is a corporation con­

templated in subparagraph a or b . ”
(2) This section applies with respect to amalgamations 

occurring after 14 December 1975.

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

“553.1 Notwithstanding sections 552 and 553, where, imme­
diately before the amalgamation, the fair market value of the 
shares of the capital stock of a predecessor corporation that 
belonged to a taxpayer exceeds the fair market value, immediately 
after the amalgamation, of the shares he has received as considera­
tion, and it is reasonable to regard all or any portion of such excess 
as a benefit that the taxpayer desires to have conferred on a per­
son related to the taxpayer, the following rules apply:

(a) the taxpayer shall be deemed to dispose of the shares of 
the capital stock of the predecessor corporation for proceeds equal 
to the lesser of their fair market value immediately before the
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amalgamation and the aggregate of their adjusted cost base to him 
at the same time, and the amount of the benefit conferred;

(b ) the taxpayer’s capital loss resulting from the disposition of 
the shares shall be deemed to be nil; and

(c ) the cost to the taxpayer of any share of any class of the 
capital stock of the new corporation acquired by him on the amal­
gamation is deemed to be that proportion of the lesser of the 
adjusted cost base to him, immediately before the amalgamation, 
of the shares disposed of and the aggregate of the fair market 
value, immediately after the amalgamation, of all the shares 
acquired by him on the amalgamation, and the amount that, but for 
paragraph b, would be the taxpayer’s capital loss from the disposi­
tion of the shares, that the fair market value, immediately after 
the amalgamation, of such share of that class is of the fair market 
value, at the same time, of the aggregate of the shares so acquired 
by him.”

(2) This section applies with respect to amalgamations 
occurring after 11 December 1979.

R.S.Q., c. 126. (1) Section 556 of the said Act, replaced by section 55 of 
replaced56’ chapter 13 of the statutes of 1980, is again replaced by the follow­

ing section:

Rules “556. Notwithstanding any other provision of this Part, the
uponCab'e rules set forth in this chapter apply to the winding-up after 6 May 
of cana"up 1974 °f a taxable Canadian corporation not less than 90% of the 
dian sub- issued shares of each class of the capital stock of which were, 
sidiary. immediately before the winding-up, owned by another taxable 

Canadian corporation, and the balance of the shares of which were 
owned by persons with whom the other corporation was dealing at 
arm’s length.

Interpre- In this chapter, the wound-up corporation is called the “sub- 
tati°n. sidiary” while the other corporation owning the shares is called the 

“parent” .”
(2) This section applies with respect to a winding-up that com­

menced after 11 December 1979; however, where section 556 of the 
Taxation Act applies with respect to a winding-up that commenced 
after that time but before 13 January 1981, it must be read without 
reference to the words “and the balance of the shares of which 
were owned by persons with whom the other corporation was deal­
ing at arm’s length” at the end of the first paragraph.

R.S.Q.,_c. 127. (1) Section 558 of the said Act is amended by replacing
i 3, s. 558, that part which precedes subparagraph ii of paragraph a by the 

following:
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“558. The parent is deemed to dispose, on the winding-up, of 
the shares of the capital stock of the subsidiary owned by it imme­
diately before that time for proceeds equal to the greater of

(a ) the lesser of

i. the paid-up capital in respect of the shares immediately 
before the winding-up; and” .

(2) This section applies with respect to a winding-up that com­
menced after 11 December 1979.

128. (1) The said Act is amended by inserting, after section 
569, the following chapter and sections:

“CHAPTER IX. 1

“CORPORATIONS LEAVING CANADA

“589.1 This chapter applies where, at a particular time after 
28 August 1980, a corporation that was incorporated in Canada, 
other than a corporation that was not at any time resident in Can­
ada, is granted by a jurisdiction outside Canada articles of continu­
ance or similar corporate constitutional documents, or commences 
to be resident in such a jurisdiction and, as a consequence thereof, 
becomes exempt from the tax provided for in this Part under sec­
tion 488 with respect to any income from a source outside Canada 
and earned after that particular time.

“589.2 The corporation is deemed to have ended, immedi­
ately before the particular time contemplated in section 569.1, its 
then current taxation year, to have commenced at the particular 
time a new taxation year and, from that time, it is deemed to be 
no longer a Canadian corporation.

“589.3 Immediately before the particular time contemplated 
• in section 569.1, the corporation is deemed to have disposed of each 
property owned by it at that time, and to have received proceeds 
therefrom equal to its fair market value at that time, and, immedi­
ately after that particular time, to have reacquired such property 
at a cost equal to the proceeds.
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Applies- Sections 242 to 247 do not apply to the corporation for the tax- 
blllty ation year in which it is deemed to have disposed of its property.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

R.S.Q., c. 129. (1) Section 600 of the said Act, amended by section 54 
i-3, s. 6oo, 0f Capter 11 of the statutes of 1980, is again amended by replacing 

paragraphs d and e by the following paragraphs:
“(d ) in computing each income or loss of the partnership for a 

taxation year, no account may be taken of sections 329 and 329.1, 
of paragraph b of section 331, of sections 386, 387 and 390 or of the 
first paragraph of sections 391 to 392.1, and no deduction is 
permitted under sections 360 to 418.12 or the Act respecting the 
application of the Taxation Act (1972, chapter 24) relating to explo­
ration and development expenses, Canadian exploration expenses, 
Canadian development expenses or Canadian oil and gas property 
expenses;

“(e ) each gain of the partnership from the disposition of land 
used in a farming business of the partnership is computed without 
reference to paragraph / of section 255; and” .

(2) This section, to the extent that it replaces paragraph d of 
section 600 of the Taxation Act, applies to taxation years ending 
after 11 December 1979 and, to the extent that it replaces para­
graph e of section 600, it applies as from 1 September 1979.

r.s.q., c. 130. (1) Section 600.1 of the said Act is replaced by the fol- 
eoàî, lowing sections:
replaced,

added. “600.1 Subject to section 600.2, the share of a member of a
member of partnership of an amount that would be an amount referred to in 
a partner- paragraph b or e of section 399, in subparagraph i of paragraph b or 
ahip- paragraph c or/z of section 412 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 paragraph b or e of 
section 399, in subparagraph i of paragraph b or paragraph c or h of 
section 412 or subparagraph i of paragraph b or paragraph c or e of 
section 418.6, as the case may be, in respect of the member for the 
taxation year o f the member in which the taxation year o f the part­
nership ends.

Deemed “600.2 However, where a person not resident in Canada is a 
by a°mem- member of a partnership that is deemed under section 1096.2 to 
ber of a have disposed of a property described in section 329.1 where sec- 
sh[Ptner tion 600.1 refers to section 412, or to a property described in para­

graph d of section 328 or in section 329 where the said section 600.1
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refers to section 418.6, the deemed amount in respect of him under 
the said section 600.1 respecting the said section 412 or 418.6, as 
the case may be, is then so deemed for his taxation year that is 
deemed under section 1096.2 to have ended.”

(2) This section,
(a ) to the extent that it adds, in section 600.1 of the Taxation 

Act, a reference to paragraph e of section 399 and to paragraph h of 
section 412 of the said Act, applies to the taxation year 1981 and 
subsequent taxation years;

(b) to the extent that it amends, in section 600.1 of the Taxa­
tion Act, the reference to paragraph b of section 412 of the said 
Act, applies to the taxation year 1977 and subsequent taxation 
years;

(c) to the extent that it adds, in section 600.1 of the Taxation 
Act, a reference to section 418.6 of the said Act, applies to taxation 
years ending after 11 December 1979; and,

(d) to the extent that it enacts section 600.2 of the Taxation 
Act, applies to taxation years ending after 11 December 1979, 
except that, for the application of the said section 600.2 in respect 
of a taxation year ending before 1981, the reference to paragraph h 
of section 412 of the said Act in section 600.1 of the said Act must 
not be taken into account.

R.S.Q., c. 131. (1) Section 603 of the said Act is amended by replacing 
i 3, s. 603, ^ a t p a r t  preceding paragraph a by the following:

validity of “6®3. Where a taxpayer who was a member of a partnership 
member of during a fiscal period thereof ending after 1971 has, for the pur- 
partner- poses of computing his income from the partnership for the fiscal 
shlp' period, made an election provided for by the regulations made 

under section 104, by paragraph c of section 215 or by sections 96,
110.1, 156, 180 to 182, 184, 199, 250.1, 279, 280.3 and 614, the fol­
lowing rules apply:” .

(2) This section applies in respect o f an election made after 31 
March 1977.

R.S.Q., c. 132. (1) Section 607 of the said Act is amended by inserting, 
i 3, s. 607, ap-er subsection 1, the following subsection:

Share in “(1.1) Where an agreement described in section 606 is entered 
$ 1  me°me into between members of a partnership not dealing with each other 
ber of a at arm’s length, the share of each member in the income, loss or 
ship.ner amount that is the object of that agreement is the amount that is 

reasonable, having regard to the work performed for the partner­
ship by its members, the capital invested therein by them or any 
other relevant factor.”
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(2) This section applies in respect of fiscal periods ending 
after 11 December 1979.

R.S.Q., c. _ 133. (1) Section 616 of the said Act is replaced by the follow-
repiaced16, ing section:

Application “616. Section 615 does not apply unless
o f  section

caseofthe (° ) the share of the taxpayer, as a member of the partner- 
majority ship, in the income of the partnership from any source for the taxa- 
partner. ^ Qn year 0f  the partnership during which it acquired the property, 

exceeds one-half of such income; or
(b) the taxpayer as a member of the partnership would 

receive, if the partnership were dissolved immediately after the 
acquisition of the property by it, irrespective of his share in the 
income of the partnership, more than one-half of the aggregate of 
the amounts which would then be paid to all the members of the 
partnership.”

(2) This section applies to the taxation year 1972 and subse­
quent taxation years.

r .s .q ., c. 134. (1) Section 631 of the said Act is replaced by the follow-
repiaced31, ing section:

Deemed “631 . The partnership contemplated in section 626 is deemed 
P [ " t o  have disposed of each of the properties referred to therein for 
fo r  a proceeds equal to the cost amount of the property, to such partner­
s h i p  ship, immediately before the particular time.”

(2) This section applies to the taxation year 1972 and subse­
quent taxation years.

r .s .q ., c. 135. (1) Section 647 of the said Act is amended by replacing 
1-3, s. 647, third paragraph by the following paragraph:

Trust not “For the purposes of sections 653 to 656.1, 659 to 662, 665 and 
included. gg3  to gg2  ancj 0f  paragraph b of section 657, a trust does not 

include a unit trust, an employee trust, a segregated fund trust 
referred to in section 851.2, a trust referred to in section 851.25 or 
a trust governed by a registered retirement plan, a profit sharing 
plan, a registered supplementary unemployment benefit plan, a 
registered retirement savings plan, a deferred profit sharing plan, 
a registered education savings plan, a registered home ownership 
savings plan, an employee benefit plan or a registered retirement 
income fund.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.
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136. (1) Section 650 of the said Act is replaced by the follow­
ing section:

“650. For the purposes of section 443, the second paragraph 
of section 454, paragraph a of section 653 and paragraph a of sec­
tion 683, the income of a trust is computed without reference to the 
provisions of this Part minus, except in the case of paragraph a of 
section 683, any dividend which is otherwise included therein and 
which is referred to in section 501, 502, 1106 or 1116.”

(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

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

“657.1 Notwithstanding paragraph a of section 657, where 
the said section applies to an employee trust, the amount that the 
trust may deduct under the said paragraph a is equal to the 
amount by which the amount that would, but for this section, be its 
income for the year exceeds the amount, for the year, by which the 
aggregate of its income from a business exceeds the aggregate of 
its losses therefrom.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

136. (1) Section 663 of the said Act is replaced by the follow­
ing section:

“663. The income of a trust, other than a trust governed by 
an employee benefit plan, for a taxation year, before any deduction 
under section 130.1, paragraphs a and b of section 657 or the regu­
lations made under paragraph a of section 130, must also be 
included in computing the income of a beneficiary for the year to 
the extent that it has become payable to him in the year, whether 
or not it is paid to him, and must not be included for the year in 
which payment is made.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

139. (1) Section 671 of the said Act is amended
(1) by replacing the part preceding paragraph a by the 

following:

“671. For the purposes of sections 146.1 and 772, the follow­
ing rules apply:” ; and
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(2) by replacing paragraph b by the following paragraph:
deduction “(b ) the beneficiary contemplated in paragraph a is deemed to 
taxefsreign have paid for that taxation year to the government of the country 

or subdivision contemplated therein and from which the income 
attributed to him is derived, that proportion of the amount by 
which the tax paid by the trust for the year to that government 
exceeds the amount deductible in respect of that tax in computing 
the income of the trust for the year under section 146 that the 
portion of the income contemplated in paragraph a that is attribu­
table to him for the year under section 659 or 663 is of the total 
income of the trust for the year from sources in such foreign coun­
try or subdivision, before any deduction under paragraph a orb of 
section 657; and” .

(2) This section applies to the taxation year 1981 and subse­
quent taxation years.

R.S.Q., c. 140. (1) The said Act is amended by inserting, after section 
69Ô.1, 690, the following sections:
690.2,
a d d e d .  A A

Rules “690. 1 Notwithstanding sections 686, 689 and 692 and para-
m respect graphs b and c of section 688, where the trust referred to in the 
of disposi- said section 688 is governed by an employee benefit plan, the fol- 
property lowing rules apply:
by a trust
“"«Y (a) the taxpayer is deemed to acquire the property referred
benefit^ to in the said section 688 at a cost equal to the greater of its fair 
Plan- market value at the particular time referred to in that section and 

the adjusted cost base of his capital interest in the trust or part 
thereof, as the case may be, immediately before that time; and

(b ) the taxpayer is deemed to dispose of his capital interest in 
the trust or part thereof, as the case may be, for proceeds of dispo­
sition equal to the adjusted cost base to him of the capital interest 
or part thereof, as the case may be, immediately before the partic­
ular time.

Rules “690.2 Notwithstanding sections 686, 689 and 692 and para­
ît? respect graphs a to c of section 688, where the trust referred to in section 
tfonof03’- 688 is an employee trust, the following rules apply:
Ey°anrty (a) the trust is deemed to have disposed of the property 
trust°yee re êrred to in the said section 688 for proceeds of disposition equal 
™s ‘ to its fair market value at the particular time referred to in that 

section;
(b ) the taxpayer is deemed to have acquired the property at a 

cost equal to the proceeds determined in paragraph a in respect 
thereof; and
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(c) the taxpayer is deemed to have disposed of his capital 
interest in the trust or part thereof, as the case may be, for pro­
ceeds of disposition equal to the adjusted cost base to him of the 
capital interest or part thereof, as the case may be, immediately 
before the particular time.”

(2) This section applies to the taxation year 1980 and subse­
quent taxation years.

R^S.Q c 141. (1) Section 709 of the said Act is amended by striking 
am.s' 709,out the word “or” at the end of paragraph e, by replacing the 

period at the end of paragraph /  by the following: or” , and by 
adding, after the said paragraph/, the following paragraph:

“(g) an amount out of or under an employee trust or an 
employee benefit plan.”

(2) This section applies in respect of amounts paid after 1979.

r .s .q ., c. 142. (1) Sections 711 and 712 of the said Act are replaced by 
7ii,S7i2, the following sections:
replaced.
Maximum “711. The deductions allowed in paragraphs c to j  of section 
permfesibie 710 must not exceed in aggregate 20% of the income of the tax- 
under sec- payer for the year, computed before any deduction under section 
tlon 71 ' 800; the deduction allowed by paragraph a of the said section 710 

must not exceed the taxpayer’s income decreased by the amounts 
deductible under paragraphs c to j  of that section; the deduction 
allowed by paragraph b of that section must not exceed the taxpay­
er’s income decreased by the amounts deductible under para­
graphs a and c to j  of the said section 710.

Proof of “712. A  deduction is granted only if proof of the gift is made 
gift by by a receipt that contains the prescribed information and is filed 
receip with the Minister.”

(2) This section applies in respect of a gift made after 1979; 
however, where section 711 of the Taxation Act applies to a taxa­
tion year ending before 29 October 1980, it must be read without 
reference to the words “computed before any deduction under sec­
tion 800” .

R.S.Q., c. 143. (1) Section 729 of the said Act is amended by replacing 
am s' 729, paragraph a by the following paragraph:

“(a) the part of his income, for the year, which exceeds the 
aggregate of the amounts deductible under this Book or section 
845 other than those provided under this section or sections 695 to 
701; and” .

(2) This section applies to the taxation year 1972 and subse­
quent taxation years.
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144. (1) Sections 740.1 to 740.3 of the said Act, enacted by 
section 66 of chapter 13 of the statutes of 1980, are replaced by the 
following sections:

“740.1 Sections 738 and 740 do not apply in respect of a divi­
dend received by a particular corporation on a share acquired in 
the ordinary course of carrying on its business and that, at the 
time the dividend is paid, is a term preferred share if the corpora­
tion is a specified financial institution.

A  specified financial institution is
(a) a corporation described in paragraphs b to /  o f section 

250.3 or an insurance corporation;
(b ) a corporation that is controlled by one or more corpora­

tions described in paragraph a; or
(c) a corporation associated, within the meaning of section

230.2, with a corporation described in paragraph a or b.

“740.2 Subject to section 740.3, sections 738 and 740 do not 
apply in respect of a dividend received by a particular corporation 
on a share, acquired after 23 October 1979, of the capital stock of 
another corporation if at or after the time the dividend is paid, a 
specified financial institution or a person related thereto, with the 
exception in both cases of the other corporation, or a partnership 
or trust of which any such financial institution or a person related 
thereto, as the case may be, is a member or beneficiary, is obli­
gated in any way whatever, including any covenant or agreement 
to purchase or repurchase the share, to guarantee to the particular 
corporation, or a partnership or trust of which the particular cor­
poration is a member or a beneficiary, an income derived by virtue 
of the ownership, possession or disposition of the share, or a limit 
to the loss that may result therefrom.

“740.3 Section 740.2 does not apply in respect of a dividend 
received on a share

(a) described in paragraph c or d of section 21.6;
(b ) listed on a prescribed stock exchange in Canada that was 

issued after 21 April 1980 by a corporation described in paragraph 
a of the second paragraph of section 740.1 or by a corporation that 
would be associated, within the meaning of section 230.2, with 
such a corporation if paragraph b of section 20 were not taken into 
account, where all the guarantees described in section 740.2 are 
given by the corporation that issued the share, by one or more per­
sons that would be associated with it, within the meaning of sec­
tion 230.2, if paragraph b of section 20 were not taken into account, 
or by both the latter corporation and such persons; or
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(c) that was a share owned, at the time the dividend was paid, 
by a specified financial institution that acquired the share in the 
ordinary course of its business.”

(2) Section 740.1 of the Taxation Act, as replaced by subsec­
tion 1, applies in respect of dividends received after 16 November 
1978; however, where such a dividend is received by an insurance 
corporation other than a life insurance corporation, it applies only 
if that dividend is received on a share acquired after 23 October 
1979 and, where such a dividend is received by a corporation 
described in paragraph c of the second paragraph of the said sec­
tion 740.1, it applies only if that dividend is received on a share 
acquired after 11 December 1979.

(3) Sections 740.2 and 740.3 of the Taxation Act, as replaced 
by subsection 1, have effect as from 24 October 1979.

r.s.q., c. 145. (1) Section 776.2 of the said Act, enacted by section 15
7 7 6 .2 , am. of chapter 24 of the statutes of 1981, is amended by replacing the 

second paragraph by the following paragraph:
“eligible “For the purposes of this title, an “eligible child” is a child
chiid”. under six years of age at the end of a taxation year in respect of 

whom the individual is entitled to an amount as family allowance 
under the Family Allowances Act (R.S.Q., chapter A-17).”

(2) This section applies to the taxation year 1981 and subse­
quent taxation years.

r .s.q., c. 146. (1) Section 797 of the said Act is amended
1-3, s. 797,
am- (1) by replacing subsection 1 by the following subsection:
“Savings
union”6" 1 “797. (1) A  savings and credit union, hereinafter called a 

“credit union” , is a corporation, association or federation consti­
tuted, organized, or registered as a savings and credit union or as a 
cooperative credit society that conforms to the requirements of 
subsection 2, 3 or 4.” ;

(2) by replacing paragraphs b to d of subsection 2 by the fol­
lowing paragraphs:

“(b) debt obligations or securities of the Gouvernement du 
Québec, of the Government of Canada, of another province or of a 
Canadian municipality, a municipal or public body performing a 
function of government in Canada or an agency of such a govern­
ment or body, or debt obligations or securities guaranteed by such 
a government or by an agency of such a government;

“(c) debt obligations of a corporation, commission or associa­
tion not less than 90% of the shares or capital of which is owned by 
the Gouvernement du Québec, the Government of Canada or
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another province or by a Canadian municipality, deposits with 
such a corporation, commission or association or debt obligations 
or deposits guaranteed by such a corporation, commission or 
association;

“(d) debt obligations of a bank referred to in section 191, of 
another credit union or corporation licensed or otherwise author­
ized under the laws of Canada or of a province to offer in Canada 
its services as trustee, deposits with such a bank, credit union or 
corporation or debt obligations or deposits guaranteed by such a 
bank, credit union or corporation;” ;

(3) by striking out the word “or” at the end of paragraph e of 
subsection 2, by replacing the period at the end of paragraph /  of 
the said subsection 2 by the following: “ ; or” , and by inserting, 
after the said paragraph/, the following paragraph:

“(g) any other prescribed revenue source.” ;
(4) by replacing that part preceding paragraph b of subsection 

3 by the following:
“ (3) All or substantially all the members of a credit union hav­

ing full voting rights must be corporations, associations or 
federations

(a ) incorporated as credit unions or cooperative credit socie­
ties which derive all or substantially all of their revenues from 
sources described in subsection 2 or whose members are all or 
substantially all credit unions, cooperatives or a combination 
thereof;” ; and

(5) by adding, after subsection 3, the following subsection:
“(4) A corporation, association or federation would be a credit 

union by virtue of subsection 3 if all the members, other than indi­
viduals, having full voting rights in each credit union which is a 
member of that corporation, association or federation were mem­
bers having full voting rights in the corporation, association or 
federation.”

(2) This section has effect as from 29 October 1980.

147. (1) Section 798 of the said Act is replaced by the follow­
ing section:

“798. A member of a credit union, for the purposes of this 
title, is a person who is recorded as a member on the records of the 
credit union and is entitled to participate in and use the services of 
the credit union.”

(2) This section has effect as from 29 October 1980.
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148. (1) Section 800 of the said Act is replaced by the follow­
ing section:

“800. A credit union may, in computing its income for a taxa­
tion year, deduct the aggregate of the payments which it makes to 
its members in the year or within twelve months thereafter, as 
bonus interest payments or pursuant to allocations in proportion to 
borrowing by such members.

Such deduction is permitted, however, only if such payments 
were not deductible from the income of the credit union for the 
preceding taxation year.

Furthermore, such a deduction is permitted only if such pay­
ments are credited for the year by the credit union to the member, 
at the same rate as that at which such payments are similarly cred­
ited for the year to all other members of the credit union. Those 
payments are computed at a rate depending, in the case of bonus 
interest payments, on the amount of interest payable to the mem­
ber in the year, on the amount of money the member has on 
deposit with the credit union, and, in other cases, on the amount of 
interest payable by the member on the borrowed money or the 
amount of money that he borrowed from the credit union.”

(2) This section applies to taxation years ending after 28 Octo­
ber 1980.

149. (1) The said Act is amended by inserting, after section 
803, the following sections:

“803.1 A credit union may, within 120 days after the end of 
its taxation year, elect in the prescribed manner to allocate in 
respect of the year to a member that is a credit union such portion 
as may be regarded as its portion of the aggregate of the amounts 
received by the credit union in the year as taxable dividends from a 
taxable Canadian corporation, and the amount by which the aggre­
gate of the credit union’s taxable capital gains from dispositions of 
property in the year exceeds the aggregate of its allowable capital 
losses from dispositions of property in the year.

“803.2 Notwithstanding any other provision of this Act, 
where the election referred to in section 803.1 has been made by a 
credit union for a taxation year, the following rules apply:

(a) the credit union must deduct from the amount that would, 
but for this section, be deductible in computing its taxable income 
for the year under sections 738 to 745, the amount of the dividends 
it has elected to allocate in respect of the year;
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(b ) the credit union must include in computing its income for 
the year the amount of the excess referred to in section 803.1 that 
it has elected to allocate in respect of the year; and

(c) each member to which the credit union allocated an 
amount under section 803.1 may deduct that amount in computing 
its taxable income for its taxation year during which the amount 
was so allocated.”

(2) This section applies to taxation years ending after 28 Octo­
ber 1980.

150. (1) Section 835 of the said Act is amended by replacing 
paragraph h by the following paragraph:

“ (h) “policy loan” means an amount advanced at a particular 
time by an insurer to a policyholder in accordance with the terms 
and conditions of a life insurance policy in Canada, the amount of 
which is equal to the lesser of the amount advanced and the 
amount by which the cash surrender value of the policy immedi­
ately before the particular time exceeds the balance outstanding, 
at the same time, of an amount so advanced;” .

(2) This section applies to the taxation year 1978 and subse­
quent taxation years.

151. (1) Section 845 of the said Act, amended by section 70 
of chapter 13 of the statutes of 1980, is again amended by replacing 
the second paragraph by the following paragraph:

“It may, however, deduct in computing its taxable income the 
aggregate of taxable dividends, other than dividends on term 
preferred shares acquired by it in the ordinary course of carrying 
on its business, included in computing its income for the year and 
received by it in the year from a taxable Canadian corporation.”

(2) This section applies in respect of dividends received after 
16 November 1978.

152. (1) Section 846 of the said Act is replaced by the follow­
ing section:

“846. The taxable income of a life insurer resident in 
Canada, for a taxation year, is obtained by adding to its taxable 
income for the year, computed according to the other provisions of 
this Part, twice the aggregate of the amounts paid by it after the 
end of its taxation year 1968 and before the end of the taxation 
year, as dividends, stock dividends or amounts that, but for para­
graph d of subsection 2 of section 504, would be dividends, after 
deducting from such amounts the aggregate of the amounts pro­
vided for in sections 847 to 850.”
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(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

R.S.Q., c. 153. (1) Section 881 of the said Act is amended by replacing 
am.s' 881, paragraph b of the second paragraph by the following paragraph:

“ ( b )  $5 500, minus the amount, computed according to the 
prescribed rules, that he is required to pay to or under a registered 
retirement plan in respect of services rendered by that employee 
in the year and that, if paid in the year, would be deductible under 
section 137 or 139 if, in the latter case, the employer had sought 
the approval required by that section; or” .

(2) This section applies to taxation years ending after 1980, in 
respect of amounts paid after 1980.

R.S.Q., c. 154. (1) Section 907 of the said Act is amended by striking 
i-3, s. 9°7, o u t  the word “or” at the end of paragraph b,  by replacing the 

period at the end of paragraph c by the following: or” , and by 
adding, after the said paragraph c, the following paragraph:

“ (d ) an arrangement under which an individual or his spouse 
pays as a premium an amount deposited with a branch or office, in 
Canada, of a person, referred to as a “depositary” in this title, who 
is, or is eligible to become, a member of the Canadian Payments 
Association within the meaning of the Canadian Payments Associ­
ation Act (Statutes of Canada) or that is a savings and credit union 
that is a member or shareholder of a central cooperative credit 
society within the meaning of the said Act, if such depositary must 
invest or otherwise use such premium to pay to the individual a 
retirement income commencing at the date provided in the 
contract.”

(2) This section has effect as from 1 December 1980.

r .s .q ., c. 155. (1) The said Act is amended by inserting, after section 
added 910, 910, the following section:

Conditions “910.1 Where the plan is an arrangement referred to in par- 
tratim of a agraph d  of section 907, it must also stipulate that the depositary 
pian that is has no right of offset as regards the property held under the plan in 
mentrange connection with any debt or obligation owing to the depositary.
other In addition, the plan must stipulate that the property held
conditions. un(jer the plan cannot be pledged, assigned or in any way alienated 

as security for a loan or for any purpose other than that of provid­
ing a retirement income for the annuitant commencing at the date 
provided in the contract.”

(2) This section has effect as from 1 December 1980.
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r .s .q ., c. 156. (1) Section 917 of the said Act is amended by adding the 
am .s 917’ following paragraph:
Deposit “However, where, at a particular time, an amount is credited 
registered or added to a deposit with a depositary referred to in paragraph d 
retirement of section 907 as interest or other income in respect of the deposit, 
pû ngs and where the deposit, at that time, is a registered retirement sav­

ings plan, the annuitant under which is alive during the year in 
which the amount is credited or added, the amount is deemed not 
to be received by the annuitant by reason only of such crediting or 
adding.”

(2) This section has effect as from 1 December 1980.

r .s .q ., c. 157. (1) Section 922 of the said Act is amended by replacing 
Im .s 922' that part preceding paragraph a of the first paragraph by the 

following:

Maximum “922. An individual who is an annuitant in a taxation year or 
becomes an annuitant within 60 days thereafter may deduct in 

ums paid 'computing his income for the year the amount of a premium that he 
tant.nnm" pays into a registered retirement savings plan in the year or within 

60 days thereafter to the extent that he neither did so for a previ­
ous taxation year nor designated the amount of that premium 
under paragraph d or /  of section 339, up to,” .

(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

R.S.Q., c. 158. (1) Section 934 of the said Act is amended
1-3, s. 934,
am (1) by replacing paragraph a by the following paragraph:

“ (a ) money that is legal tender in Canada, other than money 
the fair market value of which exceeds its stated value as legal ten­
der, and deposits of such money with a savings and credit union 
governed by the Savings and Credit Unions Act (R.S.Q., chapter 
C-4) or with a bank referred to in section 191, and deposits within 
the meaning of the Canadian Deposit Insurance Corporation Act 
(Statutes of Canada);” ;

(2) by striking out paragraph d; and
(3) by replacing paragraph/  by the following paragraph:
“(f) an investment contract described in paragraph c of sec­

tion 907 and issued by a corporation approved for the purposes of 
the said paragraph;” .

(2) Paragraph 1 of subsection 1 applies to money acquired and 
deposits held after 11 December 1979, paragraph 2 of the said sub­
section applies to the taxation year 1981 and subsequent taxation
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vears and paragraph 3 of the said subsection has effect as from 30 
June 1978

159. (1) Section 937 of the said Act is replaced by the follow­
ing section:

“937. The following are eligible for registration contem­
plated in section 936:

(a ) an arrangement under which an individual not less than 18 
years of age who is not a trust pays as a premium an amount in 
trust to a corporation licensed or otherwise authorized by the laws 
of Canada or a province to offer trustee services in Canada, which 
undertakes to invest or to use otherwise such amount for the pur­
pose of providing to such individual as the beneficiary under the 
arrangement an amount to be used for the purchase by him of his 
owner-occupied home; or

(b ) an arrangement under which an individual described in 
paragraph a pays as a premium an amount deposited with a branch 
or office, in Canada, of a person referred to as a “depositary” in 
this title, who is, or is eligible to become, a member of the Cana­
dian Payments Association within the meaning of the Canadian 
Payments Association Act (Statutes of Canada) or that is a savings 
and credit union that is a member or shareholder of a central 
cooperative credit society within the meaning of the said Act, if 
such depositary undertakes to invest or otherwise use such 
amount to provide that individual as the beneficiary under the 
arrangement an amount to be used for the purchase by him of his 
owner-occupied home.”

(2) This section has effect as from 1 December 1980.

160. (1) Section 938 of the said Act is amended by striking 
out the word “and” at the end of paragraph c and by replacing par­
agraph d by the following paragraphs:

“(d) the trustee or the depositary, as the case may be, shall, 
on the death of the beneficiary, transfer or distribute all the prop­
erty held under the plan; and

“ (e ) the depositary of a plan has no right to offset as regards 
the property held by him under the plan in connection with any 
debt or obligation owing to the depositary by the beneficiary or 
that may become so.”

(2) This section has effect as from 1 December 1980.

161. (1) Section 939 of the said Act is amended by replacing 
paragraph a by the following paragraph:
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“ (a) the beneficiary and, as the case may be, the trust estab­
lished under the plan or the depositary of the plan are resident in 
Canada;” .

(2) This section has effect as from 1 December 1980.

R .S.Q ., c. 162. (1) Section 940 of the said Act is amended by replacing 
a m .s 94°' paragraph c by the following paragraph:

“(c) if the beneficiary and, as the case may be, the trust 
established under the new plan or the depositary of the new plan 
are resident in Canada at the time of the payment or transfer.”

(2) This section has effect as from 1 December 1980.

R.S.Q., c. 163. (1) The said Act is amended by inserting, after section 
94Î j; 941, the following section:
added.

where the “ 941 .1  Where, at a particular time, an amount is credited or 
credited or added to a deposit with a depositary described in paragraph b of 
added is section 937 as interest or other income in respect of the deposit and 
not To6 be where, at that time, the deposit is a registered home ownership 
received. savings plan the beneficiary under which is alive, that amount is 

deemed not to be received by the annuitant by reason only of such 
crediting or adding.”

(2) This section has effect as from 1 December 1980.

R .S.Q ., c. 164. (1) Section 944 of the said Act is amended by replacing 
K3, s 944, paragraph a by the following paragraph:

“(a ) the beneficiary has paid for a taxation year a premium in 
excess of the amount deductible for the year under section 952 and 
the excess, together with any interest, profits or gains attributa­
ble thereto, has not been refunded to the beneficiary out of the 
plan within 120  days after the end of the year;” .

(2) This section has effect as from 1 December 1980.

R .s.Q ., c. 165. (1) Sections 945 and 946 of the said Act are replaced by 
945  S946  the following sections:
replaced.

Notice to “945. The Minister shall give notice by registered or certi-
and°totary fied mail to the trust or the depositary, as the case may be, and to 
bénéficia- the beneficiary, of the revocation contemplated in the first para- 
Ty' graph of section 944 which shall take effect as of the day fixed by 

the Minister; such day shall not, however, in the case contem­
plated in paragraph a of the said paragraph, be prior to the day fol­
lowing the 120  days contemplated therein.
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“946. Where, in accordance with sections 944 and 945, the 
registration of a plan is revoked at any time, the beneficiary is 
deemed to have received at that time out of or under a registered 
home ownership savings plan, as a beneficiary, an amount equal to 
the fair market value of the property of the plan at the same time 
and, notwithstanding section 955, no amount may be deducted in 
computing his income in respect of any amount used to purchase an 
owner-occupied home.”

(2) This section has effect as from 1 December 1980.

R .S.Q ., c , 166. (1) Section 955 of the said Act is amended by replacing 
i s, s. 95o, part preceding paragraph a by the following:

Amount to “955. An individual shall include in computing his income for 
be included a taxation year the aggregate of all amounts he receives in the year 
Cnmmeofg ou  ̂ or under a registered home ownership savings plan, as a 
taxpayer beneficiary, except to the extent that such amount” .

(2) This section has effect as from 1 December 1980.

167. (1) Sections 959 and 960 of the said Act are replaced by 
the following sections:

“959. Subject to section 960, a beneficiary under a registered 
home ownership savings plan is deemed to have received as a ben­
eficiary out of or under that plan immediately before his death an 
amount equal to the fair market value of the property of the plan at 
the time of his death.

Amount “960. The spouse of a beneficiary under a registered home
deemed to ownership savings plan who, at the death of the beneficiary and by 
received reason of such death, becomes entitled to receive a single payment 
pian! 6 out of or under such plan is deemed, for the purposes of section 

955, to receive such payment as a beneficiary if it is received 
within 15 months after the death; in such case, the deceased bene­
ficiary is deemed not to have received any amount in respect of 
such payment immediately before his death.”

(2) This section has effect as from 1 December 1980.

R .S.Q ., c. 168.(1) Section 961.1 of the said Act is amended by
961.1, am. replacing paragraph a by the following paragraph:

“(a) the beneficiary is deemed to have received as a benefic­
iary in the particular taxation year, out of or under such a plan, an 
amount equal to the fair market value of all the property of the 
plan as at the end of the preceding year;” .

(2) This section has effect as from 1 December 1980.
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R .S .Q .,  c. 169. (1) The said Act is amended by inserting, after section 
9 6 Î.I .1 , 961.5, the following section:
added.

Conditions “961.5.1 In the case of an arrangement between an individ- 
tration'of ual and a depositary described in paragraph d of section 907, the 
tod. fund must also provide that the depositary has no right of offset as 

regards the property held by it under the fund in connection with 
any debt or obligation owing to the depositary.

oth er In addition, the fund must provide that the property held
conditions. uncier the fund cannot be pledged, assigned or in any way alienated 

as security for a loan or for any purpose other than that of making 
to the individual the payments contemplated in section 961.3.”

(2) This section has effect as from 1 December 1980.

R .S .Q .,  c. 170.(1) The said Act is amended by inserting, after section
961.8.1, 961.8, the following section:
added.

Deposit “961.8.1 Where, at a particular time, an amount is credited 
registered or added to a deposit with a depositary described in paragraph d of 
retirement section 907 as interest or other income in respect of the deposit and 
fun°dme where, at that time, the deposit is a registered retirement income 

fund the beneficiary under which is alive during the year in which 
the amount is credited or added, the amount is deemed not to be 
received by the beneficiary by reason only of such crediting or 
adding.”

(2) This section has effect as from 1 December 1980.

R . S . Q . , c .  171.(1) Section 961.17.1 of the said Act, enacted by section
961.17.1, 93 of chapter 13 of the statutes of 1980, is amended by replacing 
am the third paragraph by the following paragraph:
Refund of “An amount referred to in the second paragraph that is paid to 

a child or grandchild of the beneficiary is deemed to be received by 
the child or grandchild, as the case may be, as a benefit, within the 
meaning of paragraph a of section 905.1, that is a refund of premi­
ums, within the meaning of subsection 2 of section 908, out of or 
under a registered retirement savings plan and not to be received 
out of or under a registered retirement income fund.”

(2) This section applies in respect of amounts received after 
11 December 1979.

R .S .Q .,  c. 1 7 2 .(1 ) Section 961.22 is replaced by the following section:
1-3 , s.
961.22,
replaced. “961.22 The elements which qualify as investments for a 
dementsK registered retirement income fund are those described in para­

graphs a to h of section 934 and any other prescribed investment.”
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(2) This section applies to the taxation year 1981 and subse­
quent taxation years; however, where the period from 1 July 1980 
to the end of the taxation year 1980 overlaps 1 July 1980, the refer­
ence to paragraphs “a et j ” of section 934 in the French version of 
section 961.22 of the Taxation Act as it read during that period 
must be read as a reference to paragraphs “a a j” of the said section 
934.

173. (1) Section 976 of the said Act, amended by section 99 
of chapter 13 of the statutes of 1980, is again amended

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

“976. In this title, the adjusted cost base to a policyholder of 
his interest in a life insurance policy, at a particular time, means 
the amount by which the aggregate of all proceeds of disposition of 
his interests in the policy which he became entitled to receive 
before that time, the amount to be paid on 31 March 1978 in 
respect of a policy loan in respect of the policy, the amounts 
received before that particular time in respect of such policy and 
deductible in computing his income for a taxation year under para­
graph/ of subsection 1 of section 336, and the amounts in respect of 
his interest in the policy, which he deducted in computing his 
income for a taxation year commencing before that particular time 
under section 157.3, is exceeded by the aggregate o f” ; and

(2) by striking out the word “and” at the end of paragraph d, 
by replacing the period at the end of paragraph e by the following: 
“ ; and” , and by adding, after the said paragraph e, 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 
commencing before the particular time by virtue of the first para­
graph of section 92.”

(2) This section applies to taxation years commencing after 28 
October 1980.

174. (1) Section 985.18 of the said Act is replaced by the fol­
lowing section:

“985.18 In computing its income for a taxation year, a chari­
table foundation may, for the purposes of subparagraph ii of para­
graph b of section 985.7 and of paragraph b of section 985.9, deduct 
an amount not exceeding its income for the year before the applica­
tion of this section; it shall include, in such computation and for the 
same purposes, any amount deducted in computing its income for 
the preceding taxation year under this section.”
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(2) This section applies to taxation years commencing after 28 
October 1980.

175. (1) Section 985.19 of the said Act is repealed.
(2) This section applies to taxation years commencing after 28 

October 1980.

176. (1) Section 992 of the said Act is replaced by the follow­
ing section:

“992. A corporation may, in order to comply with section 991 
for a taxation year, deduct in computing its income for the year an 
amount not exceeding its income for the year before applying this 
section; it shall include in such computation and for the same pur­
poses, any amount deducted in computing its income for the prece­
ding taxation year under this section.”

(2) This section applies to taxation years commencing after 28 
October 1980.

177. (1) Section 993 of the said Act is repealed.
(2) This section applies to taxation years commencing after 28 

October 1980.

178. (1) Section 998 of the said Act, amended by section 101 
of chapter 13 of the statutes of 1980, is again amended by replacing 
the period at the end of paragraph l by the following: or” , and by 
adding, after the said paragraph l, the following paragraph:

“(m) a trust established pursuant to a collective agreement 
between an employer or an employers’ association and employees 
or an association of employees for the sole purpose of providing for 
the payment of holiday or vacation pay, if the aggregate of the 
property of the trust, after payment of its reasonable expenses, is 
not paid after 11 December 1979 or is not available after 1980 
except to a person referred to in paragraph a, to a person as a con­
sequence of his employment, or to an heir or legal representative 
of the latter person.”

(2) This section applies to the taxation year 1972 and subse­
quent taxation years.

179. Section 1010 of the said Act is amended by replacing 
subparagraph ii of paragraph b of subsection 2 by the following 
subparagraph:

“ii. has filed with the Minister a waiver in the prescribed 
form.”
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180. Section 1011 of the said Act is amended by replacing 
that part preceding paragraph a by the following:

“1011. Notwithstanding section 1010, the Minister shall not 
include in computing the income of a taxpayer, upon a reassess­
ment, additional assessment or assessment issued following a 
waiver contemplated in subparagraph ii of paragraph b of subsec­
tion 2 of section 1010, an amount” .

181. (1) Section 1012 of the said Act is replaced by the fol­
lowing section:

“ 1012. Where a taxpayer has filed the fiscal return required 
by section 1000 for a taxation year and, within one year from the 
day on or before which he was required to file such return, he 
amends the return by sending to the Minister, in the prescribed 
form, an application claiming a deduction in computing his taxable 
income under sections 727 to 737 in respect of a loss for the next 
taxation year, the Minister shall reassess the taxpayer’s tax for 
the year.”

(2) This section has effect as from 12 December 1979.

1 8 2 .  Section 1014 of the said Act is amended by adding the 
following paragraph:

“However, where a court vacates an assessment on the 
ground that it has been issued more than four years after the mail­
ing of an original assessment, the assessment that replaces the 
assessment so vacated remains valid and binding.”

183. (1) The said Act is amended by inserting, after section 
1015, the following section:

“1015.1 For the purposes of section 1015, where a trustee 
who is winding up, distributing, controlling or administering, in 
any manner whatever, the property, business, estate or income of 
another person, authorizes or otherwise causes a payment 
referred to in the said section 1015 to be made on behalf of that 
other person, the trustee is deemed to be a person making the pay­
ment and the trustee and that other person are jointly and sever­
ally liable for the payment of the amount required under the said 
section to be deducted or withheld and to be remitted on account of 
the tax to be paid by the beneficiary.

For the purposes of the first paragraph, a trustee includes a 
liquidator, receiver, receiver-manager, trustee in bankruptcy, 
assignee, executor, administrator, sequestrator or any other per­
son performing a similar function.”
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(2) This section has effect as from 26 February 1981.

184. (1) Section 1027 of the said Act is amended by replacing 
subparagraphs i and ii o f paragraph a by the following 
subparagraphs:

“i. on or before the last day of each month of the current taxa­
tion year an amount equal to V12 of its tax for the year estimated 
in accordance with section 1004 or of its first basic provisional 
account, established in the prescribed manner, for the year; or

“ii. on or before the last day of each of the first two months of 
the current taxation year, an amount equal to V12 of its second 
basic provisional account, established in the prescribed manner, 
for the year and, on or before the last day of each of the following 
ten months, an amount equal to V10 of the excess of its first basic 
provisional account contemplated in subparagraph i over the 
amount computed in respect of the first two months of the year; 
and” .

(2) This section applies to taxation years commencing after 28 
October 1980.

185. (1) Section 1029.2 of the said Act, enacted by section 12 
of chapter 12 of the statutes of 1981, is amended by replacing 
subparagraph ii of paragraph a by the following subparagraph:

“ii. the amount by which its tax payable for the particular 
year under Part IV exceeds the amount by which the aggregate of 
the amounts deemed to have been paid to the Minister by the cor­
poration under paragraph b on the last day of the particular year in 
respect of each non-capital loss sustained by the corporation dur­
ing any of the five preceding taxation years, and which has been 
the object of an election referred to in section 1029.1; and” .

(2) This section applies to taxation years ending after 10 
March 1981.

186. (1) Section 1038 of the said Act is amended by replacing 
subparagraphs a and b of the third paragraph by the following 
subparagraphs:

“(a ) his tax payable for the year or his first basic provisional 
account, within the meaning of the said section 1027, for the year; 
or

“(b) his second basic provisional account, within the meaning 
of the said section 1027, for the year and his first basic provisional 
account, within the meaning of the latter section, for the year.”

(2) This section applies to taxation years commencing after 28 
October 1980.
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187. (1) Section 1045 of the said Act is replaced by the fol­
lowing section:

“ 1045. Every person who fails to make a fiscal return in the 
prescribed form and within the prescribed time, in accordance 
with section 1000, 1001, 1003 or 1004, is liable to a penalty equal to 
the aggregate of 5% of the tax unpaid at the time when the return 
must be filed and 1% of that unpaid tax for each complete month, 
not exceeding 12 months, in the period between the time when the 
return must be filed and the time when it is actually filed.”

(2) This section applies in respect of returns the final date for 
filing which is after 1981 and returns the final date for filing which 
is before 1982 and that are filed after 1981.

188. (1) The French text of section 1050 of the said Act is 
replaced by the following section:

“1050. Aux fins d’un appel interjeté en vertu de la présente 
partie et portant sur une pénalité, le fardeau de prouver les faits 
visés dans les articles 1048 à 1049.1 incombe au ministre.”

(2) This section has effect as from 1 July 1980.

189. Section 1051 of the said Act is replaced by the following 
section:

“1051. Where a taxpayer has filed a fiscal return for a taxa­
tion year and has paid as tax for such year an amount greater than 
that which was exigible from him, the Minister may refund the 
excess to such taxpayer at the same time as he sends to him the 
notice of assessment for that year.

The Minister shall make the refund contemplated in the first 
paragraph if the taxpayer applies for it within the four years fol­
lowing the end of the taxation year concerned; he may make the 
refund if the application is made more than four years after the end 
of that taxation year.”

190. Section 1057 of the said Act is amended by adding the 
following paragraph:

“However, where a taxpayer was physically unable to act or 
to give a mandate to act in his name within the period fixed and not 
more than one year has passed from the day of the mailing of the 
notice of assessment, such taxpayer may apply to a judge of the 
Provincial Court to extend the period contemplated in the first 
paragraph for a period that may not go beyond the fifteenth day 
following the date of the judgment granting such extension.”

180



1982 Taxation Act Ch a p . 5

R .S.Q ., c. 
1-3, s. 
1060, 
replaced.

Provision 
not to 
apply.

R .S .Q ., c. 
1-3, s. 
1066.1, 
added.

No appeal 
in respect 
of a 
waiver.

R .S .Q ., c. 
1-3, s. 
1067, am.

Extension 
of period
for appeal.

R .S .Q ., c. 
1-3, s. 
1071, am.

Sending to 
the
Minister.

R .S .Q ., c. 
1-3, s. 
1072, am.

Maximum
costs.

R.S.Q ., c. 
1-3, s. 
1083, am.

191 . Section 1060 of the said Act is replaced by the following 
section:

“1060. Section 1057 does not apply to the reassessment con­
templated in section 1059 nor to an assessment issued following a 
waiver contemplated in subparagraph ii of paragraph b of subsec­
tion 2 of section 1010.”

192. The said Act is amended by inserting, after section 
1066, the following section:

“1066.1 No appeal under section 1066 may be instituted in 
respect of an assessment issued by the Minister following a waiver 
contemplated in subparagraph ii of paragraph b of subsection 2 of 
section 1010.”

193. Section 1067 of the said Act is amended by adding the 
following paragraph:

“However, where a taxpayer was physically unable to act or 
to give a mandate to act in his name within the period fixed and not 
more than one year has passed from the day of the mailing of the 
notice contemplated in section 1059, such taxpayer may apply to a 
judge of the Provincial Court to extend the period contemplated in 
the first paragraph for a period that may not go beyond the fif­
teenth day following the date of the judgment granting such 
extension.”

194. Section 1071 of the said Act is amended by replacing the 
third paragraph by the following paragraph:

“When the three copies of such motion have been filed and the 
amount of $15 mentioned in section 1072 has been paid, the clerk of 
the Court shall immediately send two copies thereof to the Minis­
ter who shall then send to the clerk without delay a copy of the 
notice of objection and a copy of the notice of assessment or notifi­
cation that is the object of the appeal.”

195. Section 1072 of the said Act is amended by replacing the 
second paragraph by the following paragraph:

“ In no case may the Court compel a taxpayer who is an indi­
vidual to pay any additional costs.”

196. (1) Section 1089 of the said Act is amended by striking 
out the word “and” at the end of paragraph h , by replacing the 
period at the end of paragraph i by the following: and” , and by 
adding, after paragraph i, the following paragraph:
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“(j) where, in the year, he carried on a business in Canada 
described in paragraphs a to g of section 363, the amounts in 
respect of any property referred to in paragraph a, c o r d  of section 
328 that is a Québec resource property within the meaning of para­
graph d or that would be such a resource property if it had been 
acquired after 1971, that the individual would be required to 
include in computing his income for the year under Part I if he 
were resident in Québec, to the extent that such amounts are not 
already included in computing his income under paragraph b ord .”

(2) This section applies to taxation years ending after 11 
December 1979.

R.S.Q., c. 197. (1) Section 1090 of the said Act is amended by striking 
io9o, am. out the word “and” at the end of paragraph h, by replacing the 

period at the end of paragraph i by the following: and” , and by 
adding, after paragraph i, the following paragraph:

“(j) where, in the year, he has carried on a business in Canada 
described in paragraphs a to g  of section 363, the amounts in 
respect of any property referred to in paragraph a, c o r d  of section 
328 that he would be required to include in computing his income 
for the year under Part I if he were resident in Canada at any time 
in the year to the extent that such amounts are not already 
included in computing his income under paragraph b or d.”

(2) This section applies to taxation years ending after 11 
December 1979.

R.s.Q.,c. 198. (1) The said Act is amended by inserting, after section
1096.1', 1096, the following sections:
1096.2,
nddcd
Taxation “ 1096.1 Where, in a taxation year, a person not resident in 
year of a Canada ceases at any particular time after 11 December 1979 to 
ceasing1™ carry on a business described in paragraphs a to g of section 363 
buSLss that was carried on by him immediately before such cessation in 

one or more fixed places of business in Canada and where he does 
not commence after that time and during the same year to carry on 
such a business at a fixed place of business in Canada or where he 
disposes of property referred to in paragraph a, c or d of section 
328 at any time in the year during which he was not carrying on 
such business at a fixed place of business in Canada, his taxation 
year is deemed to end at the particular time and a new taxation 
year is deemed to commence immediately thereafter.

Computa- U 1096.2 For the purposes of computing the income earned in 
Income. Québec or the income earned in Canada by a person contemplated 

in section 1096.1 for the taxation year that is deemed, under sec­
tion 1096.1, to end at the particular time contemplated therein or
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to commence immediately thereafter, such person or any partner­
ship, other than a prescribed partnership, of which he is a member 
immediately after the particular time, is deemed, in the first case, 
to have disposed immediately before that time of each property 
described in paragraph a, c or d of section 328 that was owned by 
the person or partnership immediately after that time and to have 
received proceeds of disposition therefor, immediately before that 
time, equal to its fair market value at that time and, in the second 
case, to have reacquired, immediately after the particular time, 
each of such properties at a cost equal to the proceeds of disposi­
tion that the person or partnership is deemed to have received 
therefor.”

(2) This section applies to the taxation year 1979 and subse­
quent taxation years.

r .s .q ., c. 199. (1) Section 1097 of the said Act is amended by replacing 
1097s; am. that part preceding paragraph a by the following:

Disposition “ 1097. A person not resident in Canada who proposes to 
byPiTmi?y dispose of a taxable Québec property other than a depreciable 
resident, property, a property contemplated in paragraph i of section 1094, 

a share of the capital stock of a public corporation, or an interest 
therein, a unit of a mutual fund trust, a bond, debenture, bill, note, 
mortgage, hypothec or other similar obligation or other than pre­
scribed property may, before such disposition, send to the Minis­
ter a notice containing”.

(2) This section has effect as from 26 February 1981.

R.S.Q..C. 200. (1) Section 1102 o f the said Act is amended by
l"io2 , am. replacing, in the first paragraph,

(1) that part preceding subparagraph a by the following:

Disposition (t 1102. Where a person who is not resident in Canada 
b y d i s p o s e s  or proposes to dispose of a Québec resource property 
resident: within the meaning of paragraph d of section 1089 or any property 

that would be such a property if it had been acquired after 1971, or 
dodingat a property which is or would be, if he disposed of it, a taxable 
length. Québec property that is depreciable property or that is referred to 

in section 1097, to any person with whom he is not dealing at arm’s 
length, for no consideration or for consideration less than its mar­
ket value at the time of the disposition or proposed disposition, or 
to any person by way of gift inter vivos, the following rules apply:” ; 
and

(2 ) subparagraph d by the following subparagraph:
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“(d) the references in sections 1101  and 1 1 0 2 .2  to the pur­
chase price of the property must be read as references to its fair 
market value at the time it was acquired.”

(2) This section has effect as from 26 February 1981.

r .s .q ., c. 201. (1) The said Act is amended by inserting, after section
i ’iÔ 2 1' 1 1 0 2 , the following sections:
1102.2!

Disposition 1102.1 Where a person who is not resident in Canada pro- 
Québec poses to dispose to a taxpayer, in a taxation year, a Québec 
resource resource property within the meaning of paragraph d of section 
property. ^089 or any property that would be such a property if it had been 

acquired after 1971, or depreciable property that 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 proposed disposition of such property or furnishes 
security acceptable to the Minister in respect of such disposition, 
the Minister shall forthwith issue to that person and to the tax­
payer a certificate in prescribed form indicating the amount of the 
proposed proceeds of disposition of the property.

Rules “  1102.2 Where in a taxation year a taxpayer acquires from a
m respect person not resident in Canada property referred to in section 
of property 1 1 0 2 .1 , the following rules apply:
acquired
reside11™ (a) the taxpayer shall pay, as tax on behalf of such person, an 

amount equal to 30% of the amount by which his purchase price of 
the property exceeds the amount indicated in the certificate 
referred to in section 1 1 0 2 .1;

(b) the taxpayer is entitled to deduct or withhold from any 
amount paid or credited by him to such person or to otherwise 
recover from such person the amount paid by him under 
subparagraph a; and

(c) the taxpayer shall, within 30 days after the end of the 
month in which he acquired the property, remit to the Minister the 
amount for which he is liable under subparagraph a.

Exception. This section does not apply to a taxpayer who, after reasona­
ble inquiry, had no reason to believe that the person from whom he 
acquired the property was not resident in Canada.”

(2) This section has effect as from 26 February 1981.

R.S.Q., c. 
1-3, s. 
1104, am.

202. (1) Section 1104 of the said Act, amended by section 
107 of chapter 13 of the statutes of 1980, is again amended by 
replacing paragraph h by the following paragraph:
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R.S.Q., c. 
1-3, s. 
1105, am.

R.S.Q., c. 
1-3, s.
1106, am.

Conditions 
for elec­
tion.

R.S.Q., c. 
1-3, s. 
1116, am.

Conditions 
for elec­
tion.

R.S.Q., c. 
1-3, s.
1160,
replaced.

Oil refining 
corpora­
tion.

“(h) an amount of not less than 85% of the aggregate deter­
mined under section 1105, less any dividends or interest received 
by it in the form of shares, bonds or other securities that had not 
been sold before the end of the year, was distributed to its share­
holders before the end of the year and otherwise than by way of a 
capital gains dividend.”

(2) This section applies in respect of dividends becoming pay­
able after 11 December 1979.

203. (1) Section 1105 of the said Act is amended by replacing 
paragraph a by the following paragraph:

“(a) 6 6 %% of the amount by which its taxable income for the 
year exceeds its taxed capital gains for the year within the mean­
ing of paragraph b of section 1108; and” .

(2) This section applies to taxation years ending after 11 
December 1979.

204. (1) Section 1106 of the said Act is amended by replacing 
subsection 2  by the following subsection:

“(2) The election contemplated in subsection 1 is valid only if 
made in prescribed manner and form for the total amount of the 
dividend.”

(2) This section applies in respect of dividends becoming pay­
able after 1974.

205. (1) Section 1116 of the said Act is amended by replacing 
subsection 2  by the following subsection:

“(2) The election contemplated in subsection 1 is valid only if 
made in prescribed manner and form for the total amount of the 
dividend.”

(2) This section applies in respect of dividends becoming pay­
able after 1974.

206. (1) Section 1160 of the said Act, replaced by section 114 
of chapter 13 of the statutes of 1980, is again replaced by the fol­
lowing section:

“1160. (1) Every corporation which, at any time in a taxa­
tion year, refines petroleum in Québec or allows its installations to 
be used for that purpose must pay, for that year, in addition to the 
tax provided for in Part IV, an additional tax of 2% of the amount 
of its paid-up capital established in accordance with sections 1131 
and 1136 to 1138 and reduced in the proportion that the cost to it, 
at the end of the year, of the aggregate of each beneficiation unit
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Inclusion 
of cost of 
unit.

Restric­
tions.

R.S.Q., c. 
1-3. ss. 
1161,
1162, 
replaced, 
1162.1- 
1162.4, 
added. 
Corpora­
tion carry­
ing on 
business 
outside 
Québec.

Deduction 
of tax 
payable.

for residual heavy oils, within the meaning of the regulations, 
called in this Part a “ unit” , situated in Québec and which it owns 
at the end of the year is of the amount of its assets referred to in 
subsections 3 and 4 of section 1138.

(2) For the purposes of subsection 1, where a corporation, at 
the end of the year, has an interest in a partnership the end of 
whose fiscal period coincides with the end of the taxation year of 
the corporation, or, as the case may be, immediately precedes the 
end of that taxation year and where, at the end of that fiscal period 
of the partnership, the latter owns a unit situated in Québec, the 
corporation shall include, in the cost used to reduce the paid-up 
capital referred to in that subsection, the proportion of the cost of 
such unit to the partnership, at the end of that fiscal period of the 
partnership, that the share of the corporation in the profits or 
losses of the partnership is of the shares of all persons in those 
profits or losses.

(3) Subsection 1 does not apply to a corporation whose busi­
ness for the year consists principally in refining petroleum in 
Québec by means of operating a unit; nor does it apply to a corpo­
ration that allows its installations to be used to refine petroleum in 
Québec if all or substantially all of its installations consist of a unit 
situated in Québec.”

(2) This section applies to taxation years ending after 1980.

207. (1) Sections 1161 and 1162 of the said Act, replaced by 
section 115 of chapter 13 of the statutes of 1980, are again replaced 
by the following sections:

“1161. Where a corporation referred to in section 1160 owns 
an establishment situated outside Québec in a taxation year, the 
tax payable for the year by such corporation under that section is 
equal to the portion of the tax payable by it for the year otherwise 
determined under that section, that its business carried on in 
Québec is of the aggregate of business carried on in Québec and 
elsewhere, as determined by the regulations.

“1162. A corporation may deduct from the tax payable oth­
erwise determined under section 1160, after applying section 1161, 
for a taxation year, the following amounts:

(a) Canadian exploration expenses, within the meaning of 
sections 395 to 397, incurred by it in Québec in the year in connec­
tion with an oil resource or natural gas resource situated in 
Québec, other than those deemed to have been incurred by it in 
Québec in the year under section 407 that had been incurred in 
Québec by a joint exploration corporation, within the meaning of 
section 382, either in one of its taxation years ending before 1980,
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or before the beginning of the third taxation year of the corpora­
tion immediately preceding the year, or which have been deducted 
under this section in computing the tax payable by the joint explo­
ration corporation for any taxation year; for the purposes of 
computing the deduction allowable by this paragraph to such a 
joint exploration corporation, it must subtract from its expenses 
contemplated therein such as it has renounced by virtue of an elec­
tion contemplated in section 406;

(b ) prescribed expenses incurred by it in Québec in the year, 
after 1980, connected with the search for and development of an 
underground reservoir, within the meaning of the Mining Act 
(R.S.Q., chapter M-13), situated in Québec and intended for 
storing natural gas to the extent that they are not included in the 
expenses referred to in paragraph a ;

(c ) 50% of the expenses incurred by it in Québec in the year, 
after 1980, for the construction of a unit situated in Québec of 
which it is the first owner and for the purchase of the land neces­
sary to use such unit;

(d ) 50% of the amount that it pays in the year, after 1980, for 
the purchase, as first successor corporation, of non-redeemable 
and non-convertible shares issued after 1980 by a corporation 
described in section 1162.1, other than any amount that it pays as 
loan costs, brokerage fees or other similar expenses in connection 
with such shares;

Ce ) its share of the expenses described in paragraph a or b 
incurred by a partnership of which it was a member at the end of 
the fiscal period of such partnership referred to in subsection 2  of 
section 1160 in respect of the year and incurred by such partner­
ship, after 1980, in that fiscal period;

(f) its share of 50% of the expenses incurred, after 1980, by a 
partnership contemplated in paragraph e, in the fiscal period con­
templated in that paragraph, for the construction of a unit situated 
in Québec of which the partnership is the first owner and for the 
purchase of the land necessary to use such unit;

(g ) its share of 50% of an amount that a partnership referred 
to in paragraph e pays, after 1980, in the fiscal period contem­
plated in that paragraph, for the purchase, as first successor cor­
poration, of shares mentioned in paragraph d, excluding any 
amount that such partnership pays as loan costs, brokerage fees or 
other similar expenses in connection with such shares;

(h) any amount deductible either under this section as it read 
for the purposes of its application to a taxation year ending in 1980 
or under paragraphs a top, as the case may be, for any of the three 
preceding taxation years ending either after 1979, in the case of
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expenses contemplated in this section as it read for the purposes of 
its application to a taxation year ending in 1980 or expenses con­
templated in paragraph a or in paragraph e to the extent that the 
latter refers to paragraph a, as the case may be, or after 1980, in 
other cases, to the extent that such amount was not deducted 
under this section by any corporation for one of those preceding 
taxation years and does not concern expenses deemed to have been 
incurred by the corporation under section 407, which had been 
incurred by a joint exploration corporation, within the meaning of 
section 382, in one of the latter’s taxation years ending before 1980 
or before the commencement of the third taxation year of the cor­
poration immediately preceding the year, or which were deducted 
under this section in computing the tax payable by the joint explo­
ration corporation for any taxation year; for the purposes of 
computing the deduction allowable under this paragraph to such a 
joint exploration corporation, the latter must subtract from the 
amount that would otherwise be determined in respect thereof 
under this paragraph, such portion of such amount as may be rea­
sonably related to expenses it has renounced by virtue of an elec­
tion referred to in section 406.

Principal “ 1162.1 A corporation contemplated in paragraph d of sec-
2 ora‘ tion 1162 is any corporation that, in the prospectus or circular 

respecting the issue of shares mentioned in that paragraph, stipu­
lates that substantially all of the proceeds of such issue will be used 
for the construction of a unit situated in Québec of which the corpo­
ration will be the first owner, which will comprise all or substan­
tially all of the installations of the corporation and which the corpo­
ration proposes to lease or operate as its principal business, and for 
the purchase of the land necessary to use such unit.

Conditions 1162.2 In no case may the aggregate of the amounts 
tionseduc' deducted under section 1162 for a taxation year exceed the tax 

mentioned therein; nor may the aggregate of the amounts 
deducted under paragraph c, d , f  or g of the said section 1162 for a 
taxation year or under paragraph h of that section for a taxation 
year, to the extent that the said paragraph h refers to an amount 
referred to either in section 1162 as it read for the purposes of its 
application to a taxation year ending in 1980, or in the said para­
graph c, d, f  or g, as the case may be, for any previous taxation 
year, exceed 50% of such tax.

New cor- 1162.3 For the purposes of section 1162, a new corporation
poration. resup;ing fr0m an amalgamation within the meaning of section 544 

may, in respect of a deduction provided for by section 1162 for a 
taxation year ending after the amalgamation, include, as an 
amount described in any of paragraphs a to h of section 1162 that is 
applicable to it, any amount that would be described in that para­
graph in respect of a predecessor corporation for the taxation year
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of the latter that would have coincided with the year or that would 
have ended therein if such predecessor corporation had continued 
to exist after the amalgamation and if the taxation year deemed to 
have ended immediately before the amalgamation had not ended at 
that time, to the extent that such amount has not been deducted by 
the new corporation for a previous taxation year nor by the prede­
cessor corporation for its taxation year deemed to have ended 
immediately before the amalgamation.

Exemption This section does not apply where the predecessor corporation 
from tax. was exempt, under subsection 3 of section 1160, from the tax pro­

vided for in subsection 1 of the said section 1160 for its taxation 
year deemed to have ended immediately before the amalgamation 
or for a previous taxation year or would have been so exempt if it 
had operated a unit during such a year.

Application ii 1162.4 Section 1162.3 applies, mutatis mutandis, in 
ïi62.3.lon respect of a deduction that may be claimed, under section 1162, by 

a parent whose subsidiary has been the object of a winding-up to 
which section 556 applied.

Exception. However, the parent may not make any deduction under sec­
tion 1162 for a taxation year in respect of an amount that the sub­
sidiary chooses to deduct, under the said section 1162, for a taxa­
tion year.”

(2) This section applies to a taxation year ending after 1979 
except to the extent that it enacts sections 1162.1 to 1162.4 of the 
Taxation Act, in which case it applies to a taxation year ending 
after 1980; however, where sections 1161 and 1162 of the Taxation 
Act that it enacts apply to a taxation year ending before 1981, 
those sections must read as follows:

Proportion “ 1161. Where a corporation contemplated in section 1160 
payable, owns an establishment situated outside Québec in a taxation year, 

the tax payable for the year by such corporation under that section 
is equal to the portion of the tax payable for the year by such cor­
poration otherwise determined under that section that the gross 
revenue that may be reasonably attributed to the establishment 
situated in Québec is of all of its gross revenue for the year.

Deduction “1162. A corporation may deduct from the tax payable oth- 
payabie. erwise determined under section 1160, after applying section 1161, 

for a taxation year, the Canadian exploration expenses, within the 
meaning of sections 395 to 397, incurred by it in Québec in the year 
in connection with an oil resource or natural gas resource situated 
in Québec.”
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r .s .q ., c. 208. (1) Sections 87 and 88 of the Act respecting the applica- 
88,'ss' 87, tion of the Taxation Act (R.S.Q ., chapter 1-4) are replaced by the 
replaced, following sections:

Rules “87. The rules provided in section 86 also apply when, pursu-
mrespect ant to an exchange -or a reorganization to which sections 301, 480, 
of 536 to 539 or 541 to 543.1 of the Taxation Act apply, a taxpayer 
wreorlL-acquires a property referred to in the said sections in consideration 
ization. 0f a property he owned on 31 December 1971 and thereafter with­

out interruption until the time immediately preceding the 
exchange or reorganization and if, in the case of a reorganization to 
which sections 541 to 543.1 apply, the cost, to the taxpayer, of the 
property so acquired is determined otherwise than under section 
543.1.

Provision “88. Section 86 does not apply if the taxpayer itself is a pred- 
"ppiytoa ecessor corporation and applies, in respect of shares, only when 
predeces- the taxpayer receives, in consideration of shares of a class of the 
corpora- capital stock of a predecessor corporation that it owns, only shares 
tion- of one class of the capital stock of the new corporation whose cost 

to the taxpayer is determined otherwise than under paragraph c of 
section 553.1 of the Taxation Act.”

(2) This section applies in respect of operations occurring 
after 11 December 1979.

1980, c. 209. (1) The Act to amend the Taxation Act and certain leg- 
13, s. 3, ja]ation (1980, chapter 13) is amended by replacing subsection 2 of 

section 3 by the following subsection:
“(2) This section, to the extent that it enacts section 21.4 of 

the Taxation Act, applies to the taxation year 1972 and subsequent 
taxation years and, to the extent that it enacts sections 21.5 to 
21.16 of the said Act, has effect as from 17 November 1978.”

(2) This section has effect as from 18 June 1980. 

coming 210. This Act comes into force on the day of its sanction.
into force.
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