Wb e oAb dp oAb dp
@%%@&?@%@iﬁ@&f%ﬁ@@@

NATIONAL ASSEMBLY

SECOND SESSION THIRTY-SIXTH LEGISLATURE

Bill 144

An Act to amend the Taxation Act,
the Act respecting the Québec sales tax
and other legislative provisions

Introduction

Introduced by
Mr Guy Julien
Minister of Revenue

Québec Official Publisher
2002



EXPLANATORY NOTES

The main object of this bill is to harmonize the fiscal legislation
of Québec with that of Canada. It consequently gives effect to
various harmonization measures announced in the Budget Speeches
delivered by the Minister of State for the Economy and Finance on
9 March 1999, 14 March 2000 and 29 March 2001, and in Information
Bulletins 99-1 dated 30 June 1999, 2000-4 dated 29 June 2000,
2000-6 dated 20 October 2000, 2000-7 dated 27 October 2000,
2000-10 dated 21 December 2000, 2001-6 dated 5 July 2001 and
2001-13 dated 20 December 2001.

The bill amends the Taxation Act primarily to make amendments
similar to various amendments made to the Canada Income Tax Act
by Bill C-22 (S.C., 2001, chapter 17), assented to on 14 June 2001.
In particular, the amendments concern

(1) a reduction in the capital gains inclusion rate, from 75% to
66 2/3% as of 28 February 2000, and from 66 2/3% to 50% as of
18 October 2000,

(2) deferral of taxation of capital gains relating to certain
investments in small businesses ;

(3) deferral of taxation of stock option benefits ;

(4) an increase in the maximum amounts of eligible expenses in
respect of the tax credit for child care expenses, where those expenses
are used to care for a child with a mental or physical impairment;

(5) a broadening of the medical expense tax credit to include
certain incremental costs relating to the construction of the principal
place of residence of an individual who has a severe and prolonged
ability impairment ;

(6) the conditions of application and the method for computing
the deduction for caregivers, to have the deduction apply to caregiver
expenses incurred by an individual to pursue studies;

(7) the computation of the deduction for a clergy’s residence to
take into account such expenses in respect of utilities as the telephone,
electricity and gas;



(8) the introduction of rules that apply to the tax credit for
charitable gifts upon the death of an individual, as a consequence of
the gift to a qualified donee of the proceeds from a life insurance
policy;

(9) the enhancement of the tax treatment for gifts of property
having undeniable ecological value;

(10) the tax treatment applicable in respect of certain trusts,
such as protective trusts and trusts governed by a registered retirement
savings plan or a registered retirement income fund ;

(11) the introduction of rules of interpretation respecting the
simultaneous control of a subsidiary or of a corporation controlled
by a group of persons; and

(12) modifications to the rules concerning the deduction of
advertising expenses for advertising space in a newspaper or a
periodical and for broadcast advertising.

The bill amends other legislation that establishes an employee
or employer contribution so that the contribution is determined
without reference to the deferral of taxation of stock option benefits.

The bill also amends the Act respecting the Québec sales tax to
incorporate into that Act the amendments made by the federal
government to the Excise Tax Act by Bill C-13 (S.C., 2001,
chapter 15), assented to on 14 June 2001. In particular, the
amendments concern

(1) the introduction of new rules concerning shipping
distribution centres and trading houses whose goods are intended
for shipping outside Québec;

(2) the implementation of a new residential rental property
rebate ;

(3) an extension to the exemption for speech therapy services
until the end of the year 2002 ; and

(4) a modification to the exempt treatment for vocational
training.

Lastly, the bill amends other legislation to make various technical
amendments, including consequential and terminology-related
amendments.



LEGISLATION AMENDED BY THIS BILL:

— Act to foster the development of manpower training (R.S.Q.,
chapter D-7.1);

Taxation Act (R.S.Q., chapter I-3);

Act respecting the Ministere du Revenu (R.S.Q., chapter M-31);

Act respecting labour standards (R.S.Q., chapter N-1.1);

— Actrespecting the Régie de I’assurance maladie du Québec (R.S.Q.,
chapter R-5);

— Act respecting the Québec Pension Plan (R.S.Q., chapter R-9);
— Act respecting the Québec sales tax (R.S.Q., chapter T-0.1);

— Act to amend the Taxation Act, the Act respecting the Québec
sales tax and other legislative provisions (1995, chapter 63);

— Act to again amend the Taxation Act, the Act respecting the
Québec sales tax and other legislative provisions (2001, chapter 53).



Bill 144
AN ACT TO AMEND THE TAXATION ACT, THE ACT

RESPECTING THE QUEBEC SALES TAX AND OTHER
LEGISLATIVE PROVISIONS

THE PARLIAMENT OF QUEBEC ENACTS AS FOLLOWS:

ACT TO FOSTER THE DEVELOPMENT OF MANPOWER TRAINING

I. (1) The Schedule to the Act to foster the development of manpower
training (R.S.Q., chapter D-7.1), amended by section 3 of chapter 9 of the
statutes of 2002, is again amended by replacing “section 43.3” in the definition
of “salary or wages” in paragraph 2 by “sections 43.3 and 58.0.1”.

(2) Subsection 1 has effect from 28 February 2000.
TAXATION ACT

2. (1) Section 1 of the Taxation Act (R.S.Q., chapter I-3), amended by
section 1 of chapter 7 of the statutes of 2001, by section 17 of chapter 51 of the
statutes of 2001, by section 1 of chapter 53 of the statutes of 2001 and by
section (insert the number of the section in Bill 107 that amends section 1 of
the Taxation Act) of chapter (insert the chapter number of Bill 107) of the
statutes of (insert the year of assent to Bill 107), is again amended

(1) by inserting the following definition in alphabetical order:

““disposition” has the meaning assigned by section 248;”;

(2) by replacing paragraph a of the definition of “foreign stock exchange”
by the following paragraph:

“(a) in South Africa, the Johannesburg Stock Exchange;”;

(3) by inserting the following paragraph after paragraph a of the definition
of “foreign stock exchange”:

“(a.1) in Germany, the Frankfurt Stock Exchange;”;

(4) by inserting the following paragraph after paragraph b of the definition
of “foreign stock exchange”:

“(b.1) in Austria, the Vienna Stock Exchange;”;



(5) by inserting the following paragraph after paragraph c of the definition
of “foreign stock exchange”:

“(c.1) in Denmark, the Copenhagen Stock Exchange;”;

(6) by inserting the following paragraph after paragraph e of the definition
of “foreign stock exchange”:

“(e.1) in Finland, the Helsinki Stock Exchange;”;

(7) by inserting the following paragraph after paragraph h of the definition
of “foreign stock exchange” :

“(h.1) in Israel, the Tel Aviv Stock Exchange;”;

(8) by inserting the following paragraph after paragraph k of the definition
of “foreign stock exchange”:

“(k.1) in Norway, the Oslo Stock Exchange;”;

(9) by inserting the following paragraph after paragraph o of the definition
of “foreign stock exchange” :

“(0.1) in Sweden, the Stockholm Stock Exchange;”;

(10) by inserting the following definition in alphabetical order:

11313

qualified donee” has the meaning assigned by paragraph b of
section 985.1;”;

(11) by inserting the following definition in alphabetical order:

11173

post-1971 spousal trust” has the meaning assigned by section 652.1;”;

(12) by inserting the following definitions in alphabetical order:

11173

alter ego trust” has the meaning assigned by section 652.1;”;

““joint spousal trust” has the meaning assigned by section 652.1;”;

(13) by striking out “paragraph b of”’ in the definition of “capital interest”;
(14) by striking out “paragraph a of”” in the definition of “income interest”;
(15) by replacing the definition of “province” by the following definition:

11173

province” means a province of Canada and includes the Northwest
Territories, the Yukon Territory and Nunavut;”;



(16) by striking out “incorporated under any Act other than an Act of the
legislature of Québec,” in the definition of “professional corporation”.

(2) Paragraph 1 of subsection 1 applies in respect of transactions or events
that occur after 23 December 1998.

(3) Paragraphs 2 to 9 of subsection 1 have effect from 26 November 1999.
(4) Paragraph 10 of subsection 1 has effect from 1 January 1999.

(5) Paragraph 11 of subsection 1 applies in respect of trusts created after
31 December 1971.

(6) Paragraph 12 of subsection 1 applies in respect of trusts created after
31 December 1999.

(7) Paragraphs 13 and 14 of subsection 1 apply in respect of interests
created or materially altered after 31 January 1987 that were acquired after
10:00 p.m. Eastern Standard Time, 6 February 1987.

(8) Paragraph 15 of subsection 1 has effect from 1 April 1999.
(9) Paragraph 16 of subsection 1 has effect from 21 June 2001.

3. (1) Section 2.2 of the said Act, amended by section 141 of chapter 6 of
the statutes of 2002, is replaced by the following section:

“2.2. For the purposes of the definitions of “joint spousal trust” and
“post-1971 spousal trust” in section 1, sections 2.1, 312.3, 312.4, 313 to
313.0.5, 336.0.2, 336.0.3, 336.0.6 to 336.4, 440, 441.1, 454, 454.1, 456.1,
462.0.1 and 651, the definition of “pre-1972 spousal trust” in section 652.1,
sections 653, 656.3, 656.5, 657, 660 and 913, subparagraph b of the second
paragraph of section 961.17, sections 965.0.9, 965.0.11, 971.2 and 971.3 and
Division II.11 of Chapter III.1 of Title IIT of Book IX, “spouse” and “former
spouse” of a particular individual include another individual who is a party to
an annulled or annullable marriage, as the case may be, with the particular
individual.”

(2) Subsection 1 has effect from 1 January 2000. However, where section 2.2
of the said Act applies before 24 June 2002, it shall be read with “of the
opposite sex” inserted after “another individual”.

4. (1) The said Act is amended by inserting the following sections after
section 7.11.1:

“qd.11.2. Without restricting the personal liabilities under this Act of
the trustees of the trusts mentioned hereinafter or the application of
section 656.9 or paragraph f of section 769, where a particular trust transfers
property at a particular time to another trust, other than a trust governed by a



registered retirement savings plan or by a registered retirement income fund,
in circumstances to which subparagraph b of the second paragraph of
section 248 applies, the other trust is deemed to be after that time the same
trust as, and a continuation of, the particular trust.

“d.11.3. Except for the purposes of this section, where at a particular
time property is transferred to a trust in circumstances to which subparagraph g
of the second paragraph of section 248 applies, the trust is deemed to act as
agent or mandatary for the transferor in respect of the property throughout the
period that begins at the time of the transfer and ends at the time of the first
change after that time in the beneficial ownership of the property.

“d.11.4. Where a trust issues a unit of the trust to a taxpayer directly in
consideration of a right to enforce payment of an amount by the trust in
respect of the taxpayer’s capital interest in the trust, the cost to the taxpayer of
the unit is deemed to be equal to that amount where

(a) at the time the unit is issued, the trust is neither a personal trust nor a
trust prescribed for the purposes of section 688 ; and

(b) the unit meets either of the following conditions:

i. the unit is capital property and subparagraph i.l1 of paragraph n of
section 257 applies in respect of that amount or would apply if that
subparagraph i.1 were read without reference to subparagraphs 1 to 3 thereof,
or

ii. the unit is not capital property and subparagraph i.1 of paragraph n of
section 257 does not apply in respect of that amount but would so apply if that
subparagraph i.1 were read without reference to subparagraphs 1 to 3 thereof.

“d.11.5. Where at a particular time a taxpayer’s capital interest in a
trust includes a right to enforce payment of an amount by the trust, the amount
shall be added at the particular time to the cost otherwise determined to the
taxpayer of the capital interest where

(@) immediately after the particular time, the taxpayer disposes of the
capital interest;

(b) as a consequence of the disposition, the right to enforce payment of the
amount is acquired by another person or partnership; and

(c) if the right to enforce payment of the amount had been satisfied by a
payment to the taxpayer by the trust, there would have been no disposition of
that right for the purposes of this Part by reason of the application of
subparagraph e of the second paragraph of section 248.”

(2) Subsection 1, where it enacts sections 7.11.2, 7.11.3 and 7.11.5 of the
said Act, applies in respect of transfers that occur after 23 December 1998.



(3) Subsection 1, where it enacts section 7.11.4 of the said Act, applies
from the taxation year 1999.

3. (1) The said Act is amended by inserting the following section after
section 11.1.1:

“11.1.2. For the purposes of the provisions of this Act that apply to a
trust for a taxation year only where the trust has been resident in Canada
throughout the year, where a particular trust ceases at any time to exist and the
particular trust was resident in Canada immediately before that time, the
particular trust is deemed to be resident in Canada throughout the period that
begins at that time and ends at the end of the year.”

(2) Subsection 1 applies from the taxation year 1990.

6. (1) The said Act is amended by inserting the following section after
section 11.4:

“11.3. Forthe purposes of this Act, unless the context indicates otherwise,
the following rules apply:

(a) a taxation year of a person not resident in Canada shall be determined,
except as otherwise permitted by the Minister, in the same manner as the
taxation year of a person resident in Canada; and

(b) aperson for whom income for a taxation year is determined in accordance
with this Act includes a person not resident in Canada.”

(2) Subsection 1 has effect from 18 December 1999.

7. (1) Section 18 of the said Act is replaced by the following section:
“18. For the purposes of this Part, the following rules apply:
(a) related persons are deemed not to deal with each other at arm’s length;

(b) a taxpayer and a personal trust, other than a trust described in any of
subparagraphs a to d of the third paragraph of section 647, are deemed not to
deal with each other at arm’s length if the taxpayer, or any person not dealing
at arm’s length with the taxpayer, would be beneficially interested in the trust
if section 7.11.1 were read without reference to subparagraphs b to d of the
second paragraph ; and

(c¢) where paragraph b does not apply, it is a question of fact whether
persons not related to each other are at a particular time dealing with each
other at arm’s length.”

(2) Subsection 1 has effect from 24 December 1998. However, for the
purpose of applying the definition of “taxable Canadian property” in section 1



of the said Act, section 18 of the said Act does not apply in respect of property
acquired before 24 December 1998.

8. (1) Section 21.1 of the said Act, amended by section 5 of chapter 7 of the
statutes of 2001, is again amended by replacing the second paragraph by the
following paragraph:

“Sections 21.4 and 21.4.0.1 to 21.4.0.3 apply in respect of the control of a
corporation for the purposes of this Part.”

(2) Subsection 1 has effect from 1 December 1999.

9. (1) The said Act is amended by inserting the following sections after
section 21.4:

“21.4.0.1. A corporation that would be controlled by another corporation
if that other corporation were not controlled by any person or group of
persons, is controlled by the other corporation and by any person or group of
persons by whom the other corporation is controlled.

“21.4.0.2. A corporation that would be controlled by a group of persons,
in this section referred to as the “first-tier group”, if no corporation that is a
member of the first-tier group were controlled by any person or group of
persons, is controlled by

(a) the first-tier group; and

(b) any group of one or more persons comprised of, in respect of every
member of the first-tier group, either the member, or a person or group of
persons by whom the member is controlled.

“21.4.0.3. For their application within the framework of the

circumstances described in section 21.25, sections 21.4.0.1 and 21.4.0.2 shall
be read as if the references to “controlled” were references to “controlled,

99 9

directly or indirectly in any manner whatever,”.

(2) Subsection 1 applies to taxation years that begin after 30 November
1999.

10. Section 21.11.12 of the said Act is amended
(1) by replacing the portion before paragraph a by the following:
“21.11.12. For the purposes of this chapter, the following rules apply :”;

(2) by replacing “une dette obligataire” in the French text of the portion of
paragraph b before subparagraph i by “un titre de créance”;

10



(3) by replacing “d’une telle dette obligataire ou telle action” in the French
text of subparagraph i of paragraph b by “d’un tel titre de créance ou d’une
telle action”.

11. Section 21.11.20 of the said Act, amended by section 169 of chapter 7
of the statutes of 2001 and by section 8 of chapter 53 of the statutes of 2001, is
again amended by replacing “d’une dette obligataire d’une société qui a été
émise” and “la dette obligataire est distribuée” in the French text of
subparagraph ii of paragraph ¢ by “d’un titre de créance d’une société qui a été
émis” and “le titre de créance est distribué”, respectively.

12. Section21.12 of the French text of the said Act is amended by replacing
“d’une dette obligataire ou d’une partie de celle-ci” and “cette dette” in
subparagraph iii of paragraph ¢ by “d’un titre de créance ou d’une partie de
celui-ci” and “ce titre”, respectively.

13. (1) Section 21.19 of the said Act, replaced by section 8 of chapter 7 of
the statutes of 2001, is amended by replacing paragraphs a and b by the
following paragraphs:

“(a) controlled, directly or indirectly in any manner whatever, by one or
more persons not resident in Canada, by one or more public corporations,
other than a prescribed corporation, by one or more corporations described in
paragraph c, or by any combination thereof;

“(b) that would, if each share of the capital stock of a corporation that is
owned by a person not resident in Canada, by a public corporation, other than
a prescribed corporation, or by a corporation described in paragraph ¢ were
owned by a particular person, be controlled by the particular person; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December
1999.

14. (1) The said Act is amended by inserting the following section after
section 39.5:

“39.6. Anindividual who is employed in a taxation year by a government,
municipality or public authority, in this section referred to as the “employer”,
is not required to include in computing the individual’s income for the year
derived from the performance of the duties provided for in paragraph a, an
amount received by the individual or the value of a benefit received or enjoyed
by the individual in the year, because of the individual’s employment with that
employer for the performance of those duties, up to an amount of $1,000,
where

(a) the individual receives or enjoys the amount for the performance of the
individual’s duties as a volunteer ambulance technician, a volunteer firefighter
or a volunteer assisting in the search and rescue of individuals or in other
emergency operations ; and

11



(b) the employer certifies in writing where so requested by the Minister
that the individual was in the year employed by the employer and performed
the duties provided for in paragraph a and that the individual was at no time in
the year employed by the employer otherwise than as a volunteer, in connection
with the performance of any of those duties or of similar duties.”

(2) Subsection 1 applies from the taxation year 1999.

15. (1) Section 47.18 of the said Act, enacted by section 14 of chapter 53
of the statutes of 2001, is amended by replacing the portion before the
definition of “qualifying person” by the following:

“47.18. In this division and in sections 259.0.1 and 725.2 to 725.2.3,”.
(2) Subsection 1 has effect from 1 January 1998. However,

(1) it does not apply to a right under an agreement to which section 47.18
of the said Act, enacted by subsection 1 of section 14 of chapter 53 of the
statutes of 2001, does not apply, except for the purposes of section 55 of the
said Act; and

(2) where the portion of section 47.18 of the said Act before the definition
of “qualifying person” applies before 1 January 2000, it shall be read as
follows:

“49.18. In this division and in sections 725.2 and 725.2.1,”.

16. (1) Section 49 of the said Act, replaced by section 15 of chapter 53 of
the statutes of 2001, is amended by replacing “section 49.2” by “sections 49.2
and 58.0.1”.

(2) Subsection 1 applies from the taxation year 2000. However, a share
acquired in the taxation year 2000 under an agreement referred to in section 48
of the said Act is deemed to comply with the requirements of paragraph d of
section 58.0.2 of the said Act, enacted by subsection 1 of section (insert the
number of the section in this Act that enacts section 58.0.2 of the Taxation
Act), if, at all times during the period that begins at the time the agreement was
made, determined without reference to section 49.4 of the said Act, enacted by
subsection 1 of section (insert the number of the section in this Act that
replaces section 49.4 of the Taxation Act), and that ends at the time the share
was acquired, the class of shares to which the share belongs was listed on a
Canadian stock exchange or a foreign stock exchange or, in respect of the
portion of that period that begins before 26 November 1999, was listed on a
stock exchange referred to in section 21.11.20R1 of the Regulation respecting
the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) and, in respect of the portion
of that period that begins after 25 November 1999, was listed on a Canadian
stock exchange or a foreign stock exchange.

12



17. (1) The said Act is amended by inserting the following sections after
section 49.2.1, enacted by section 17 of chapter 53 of the statutes of 2001 :

“49.2.2. For the purposes of this section, sections 49.2 and 58.0.1,
Title IV, sections 725.2.2 and 725.2.3, paragraph a of section 725.3 and
section 888.1, and subject to section 49.2.3 and paragraph ¢ of section 58.0.5,
a taxpayer is deemed to dispose of securities that are identical properties in the
order in which the taxpayer acquired them and the following rules apply for
that purpose:

(a) where a taxpayer acquires a particular security, other than under the
circumstances to which section 49.2, 58.0.1 or 886 applies, at a time when the
taxpayer also acquires or holds one or more other securities that are identical
to the particular security and are, or were, acquired under circumstances to
which any of those sections applied, the taxpayer is deemed to have acquired
the particular security at the time immediately preceding the earliest of the
times at which the taxpayer acquired those other securities ; and

(b) where a taxpayer acquires, at the same time, two or more identical
securities under the circumstances to which section 49.2 or 58.0.1 applied, the
taxpayer is deemed to have acquired the securities in the order in which the
agreements under which the taxpayer acquired the rights to acquire the securities
were made.

“49.2.3. Where a taxpayer acquires, at a particular time, a particular
security under an agreement referred to in section 48 and, on a day that is no
later than 30 days after the day that includes the particular time, the taxpayer
disposes of a security that is identical to the particular security, the particular
security is deemed to be the security that is so disposed of if

(@) no other securities that are identical to the particular security are
acquired, or disposed of, by the taxpayer after the particular time and before
the disposition;

(b) the taxpayer identifies the particular security as the security so disposed
of in the taxpayer’s fiscal return under this Part for the year in which the
disposition occurs; and

(c) the taxpayer has not so identified the particular security, in accordance
with this section, in relation to the disposition of any other security.”

(2) Subsection 1 applies in respect of securities acquired, but not disposed
of, before 28 February 2000 and in respect of securities acquired after
27 February 2000.

18. (1) Section 49.4 of the said Act, amended by section 18 of chapter 53
of the statutes of 2001, is replaced by the following section:
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“49.4. For the purposes of this division, the rules provided for in the
fourth paragraph apply where a taxpayer disposes of rights under an agreement
referred to in section 48 to acquire securities of the particular qualifying
person that made the agreement or of a qualifying person with which the
particular qualifying person does not deal at arm’s length, which rights and
securities are referred to in this section as the “exchanged option” and the “old
securities”, respectively, and where

(a) the taxpayer receives no consideration for the disposition of the
exchanged option other than rights under an agreement with any of the
following persons to acquire securities of any such person or of a qualifying
person with which any such person does not deal at arm’s length, which rights
and securities are referred to in this section as the “new option” and the “new
securities”, respectively :

i. the particular qualifying person,

ii. a qualifying person with which the particular qualifying person does not
deal at arm’s length immediately after the disposition of the exchanged option,

iii. a corporation formed on the amalgamation or merger of the particular
qualifying person and one or more other corporations,

iv. a qualifying person with which the corporation referred to in
subparagraph iii does not deal at arm’s length immediately after the disposition
of the exchanged option, and

v. a mutual fund trust to which the particular qualifying person has
transferred property in circumstances to which Title 1.2 of Book VI applied;
and

(b) the amount by which the total value of the new securities immediately
after the disposition exceeds the amount determined under the second paragraph
does not exceed the amount by which the total value of the old securities
immediately before the disposition exceeds the amount determined under the
third paragraph.

The first amount to which subparagraph b of the first paragraph refers is
equal to the total amount payable by the taxpayer to acquire the new securities
under the new option.

The second amount to which subparagraph b of the first paragraph refers is
equal to the amount payable by the taxpayer to acquire the old securities under
the exchanged option.

The rules to which the first paragraph refers are as follows:

(a) the taxpayer is deemed, except for the purposes of subparagraph ii of

paragraph d of section 58.0.2, not to have disposed of the exchanged option
and not to have acquired the new option;

14



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

(c) the person described in any of subparagraphs ii to v of subparagraph a
of the first paragraph is deemed to be the same person as, and a continuation
of, the particular qualifying person.”

(2) Subsection 1 applies from the taxation year 1998. However, where
subparagraph a of the fourth paragraph of section 49.4 of the said Act applies

(1) to a taxation year preceding the year 2000, it shall be read as follows:

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

(2) to the taxation year 2000, a share acquired in the taxation year 2000
under an agreement referred to in section 48 of the said Act is deemed to
comply with the requirements of paragraph d of section 58.0.2 of the said Act,
enacted by subsection 1 of section (insert the number of the section in this Act
that enacts section 58.0.2 of the Taxation Act), if, at all times during the period
that begins at the time the agreement was made, determined without reference
to section 49.4 of the said Act and that ends at the time the share was acquired,
the class of shares to which the share belongs was listed on a Canadian stock
exchange or a foreign stock exchange or, in respect of the portion of that
period that begins before 26 November 1999, was listed on a stock exchange
referred to in section 21.11.20R1 of the Regulation respecting the Taxation
Act (R.R.Q., 1981, chapter I-3, r.1) and, in respect of the portion of that period
that begins after 25 November 1999, was listed on a Canadian stock exchange
or a foreign stock exchange.

19. (1) Section 49.5 of the said Act is replaced by the following section:

“49.8. For the purposes of this division and sections 725.2, 725.2.2 and
725.3, where a taxpayer disposes of or exchanges securities of a particular
qualifying person that were acquired by the taxpayer under circumstances to
which section 49.2 or 58.0.1 applied, in this section referred to as the
“exchanged securities”, the taxpayer receives no consideration for the
disposition or exchange of the exchanged securities other than securities, in
this section referred to as the “new securities” of any of the persons described
in the second paragraph, and the total value of the new securities immediately
after the disposition or exchange does not exceed the total value of the
exchanged securities immediately before the disposition or exchange, the
following rules apply :

(a) the taxpayer is deemed not to have exchanged or disposed of the
exchanged securities and not to have acquired the new securities ;

(b) the new securities are deemed to be the same securities as, and a

continuation of, the exchanged securities, except for the purpose of determining
if the new securities are identical to any other securities ;
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(c) the qualifying person that issued the new securities is deemed to be the
same person as, and a continuation of, the qualifying person that issued the
exchanged securities ; and

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

The persons to which the first paragraph refers are the following:
(a) the particular qualifying person;

(b) a qualifying person with which the particular qualifying person does
not deal at arm’s length immediately after the disposition or exchange of the
exchanged securities ;

(¢) a corporation formed on the amalgamation or merger of the particular
qualifying person and one or more other corporations;

(d) a qualifying person with which the corporation referred to in
subparagraph ¢ does not deal at arm’s length immediately after the disposition
or exchange of the exchanged securities, and

(e) a mutual fund trust to which the particular qualifying person has
transferred property in circumstances to which Title 1.2 of Book VI applied.”

(2) Subsection 1 applies in respect of dispositions or exchanges of securities
by a taxpayer that occur after 27 February 2000.

20. (1) The said Act is amended by inserting the following sections after
section 49.5:

“49.6. For the purposes of this division and section 725.3, a taxpayer is
deemed not to have disposed of a share acquired under circumstances to which
section 49.2 applied solely because of section 785.2.

“49.4. For the purposes of sections 50 and 725.2, where a taxpayer
receives at a particular time one or more particular amounts in respect of rights
of the taxpayer to acquire securities under an agreement referred to in section 48
ceasing to be exercisable in accordance with the terms of the agreement, and
the cessation would not, but for this section, constitute a transfer or disposition
of those rights by the taxpayer, the following rules apply:

(a) the taxpayer is deemed to have disposed of those rights at the particular
time to a person with whom the taxpayer was dealing at arm’s length and to
have received the particular amounts as consideration for the disposition ; and

(b) for the purpose of determining the amount, if any, of the benefit that the

taxpayer is deemed by section 50 to have received as a consequence of the
disposition referred to in paragraph a, the taxpayer is deemed to have paid an
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amount to acquire those rights equal to the amount by which the amount paid
by the taxpayer to acquire those rights, determined without reference to this
section, exceeds the aggregate of all amounts each of which is an amount
received by the taxpayer before the particular time in respect of the cessation.”

(2) Subsection 1, where it enacts section 49.6 of the said Act, has effect
from 1 January 1993.

(3) Subsection 1, where it enacts section 49.7 of the said Act, applies in
respect of amounts received after 15 March 2001, other than amounts received
after that date

(1) under an agreement in writing made on or before that date in settlement
of claims arising as a result of a cessation occurring on or before that date ; or

(2) under an order or judgment issued on or before that date in respect of
claims arising as a result of a cessation occurring on or before that date.

21. (1) Section 53 of the said Act, replaced by section 21 of chapter 53 of
the statutes of 2001, is amended by inserting “, 725.2.2” after “725.2”.

(2) Subsection 1 applies from the taxation year 2000. However, a share
acquired in the taxation year 2000 under an agreement referred to in section 48
of the said Act is deemed to comply with the requirements of paragraph d of
section 58.0.2 of the said Act, enacted by subsection 1 of section (insert the
number of the section in this Act that enacts section 58.0.2 of the Taxation
Act), if, at all times during the period that begins at the time the agreement was
made, determined without reference to section 49.4 of the said Act, enacted by
subsection 1 of section (insert the number of the section in this Act that
replaces section 49.4 of the Taxation Act), and that ends at the time the share
was acquired, the class of shares to which the share belongs was listed on a
Canadian stock exchange or a foreign stock exchange or, in respect of the
portion of that period that begins before 26 November 1999, was listed on a
stock exchange referred to in section 21.11.20R1 of the Regulation respecting
the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) and, in respect of the portion
of that period that begins after 25 November 1999, was listed on a Canadian
stock exchange or a foreign stock exchange.

22. (1) Section 58 of the said Act, amended by section 22 of chapter 53 of
the statutes of 2001, is again amended, in the portion of subparagraph a of the
first paragraph, by inserting “, 725.2.2” after “725.2”.

(2) Subsection 1 applies from the taxation year 2000. However, a share
acquired in the taxation year 2000 under an agreement referred to in section 48
of the said Act is deemed to comply with the requirements of paragraph d of
section 58.0.2 of the said Act, enacted by subsection 1 of section (insert the
number of the section in this Act that enacts section 58.0.2 of the Taxation
Act), if, at all times during the period that begins at the time the agreement was
made, determined without reference to section 49.4 of the said Act, enacted by
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subsection 1 of section (insert the number of the section in this Act that
replaces section 49.4 of the Taxation Act), and that ends at the time the share
was acquired, the class of shares to which the share belongs was listed on a
Canadian stock exchange or a foreign stock exchange or, in respect of the
portion of that period that begins before 26 November 1999, was listed on a
stock exchange referred to in section 21.11.20R1 of the Regulation respecting
the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) and, in respect of the portion
of that period that begins after 25 November 1999, was listed on a Canadian
stock exchange or a foreign stock exchange.

23. (1) The said Act is amended by inserting the following sections after
section 58:

“38.0.1. Where a particular qualifying person, other than a
Canadian-controlled private corporation, has agreed to sell or issue securities
of the particular qualifying person, or of a qualifying person with which it
does not deal at arm’s length, to a taxpayer who is an employee of the
particular qualifying person or of a qualifying person with which the particular
qualifying person does not deal at arm’s length, section 49, where it applies in
respect of the taxpayer’s acquisition of a security under the agreement, shall
be read as if the reference therein to “in which the employee acquires the
security” were a reference to “in which the employee disposes of or exchanges
the security” if

(a) the acquisition is a qualifying acquisition; and

(b) the taxpayer makes a valid election for the purposes of subsection 8 of
section 7 of the Income Tax Act (Revised Statutes of Canada, 1985, chapter 1,
5th Supplement) in respect of the acquisition.

“38.0.2. For the purposes of section 58.0.1, a taxpayer’s acquisition of
a security under an agreement made by a particular qualifying person is a
qualifying acquisition if

(a) the acquisition occurs after 27 February 2000;

(b) the taxpayer would, but for section 58.0.1, be entitled to deduct an
amount under section 725.2 in respect of the security in computing taxable
income for the taxation year in which the security is acquired;

(c¢) where the particular qualifying person is a corporation, the taxpayer
was not, at the time immediately after the agreement was made, a person who
would, if the references in section 21.17 to “in a taxation year” and “at any
time in the year” were read as references to “at any time” and “at that time”,
respectively, be a specified shareholder of any of

i. the particular qualifying person,
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ii. any qualifying person that, at that time, was an employer of the taxpayer
and was not dealing at arm’s length with the particular qualifying person, and

iii. the qualifying person of which the taxpayer had, under the agreement, a
right to acquire a security ; and

(d) where the security is a share, it is of a class of shares that, at the time the
acquisition occurs, is listed on a Canadian stock exchange or a foreign stock
exchange and, where rights under the agreement were acquired by the taxpayer
as a result of one or more dispositions to which section 49.4 applied, none of
the rights that were the subject of any of the dispositions included a right to
acquire a share of the class of shares that, at the time the rights were disposed
of, was not listed on a Canadian stock exchange or a foreign stock exchange or
listed on a stock exchange referred to in section 21.11.20R1 of the Regulation
respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) if the disposition
occurred before 26 November 1999.

“38.0.3. Unless the context otherwise requires, a taxpayer is deemed to
exercise identical rights to acquire securities under agreements referred to in
section 48

(a) where the taxpayer has designated an order for the purposes of
paragraph a of subsection 12 of section 7 of the Income Tax Act (Revised
Statutes of Canada, 1985, chapter 1, 5th Supplement), in the order so
designated ; and

(b) in any other case, in the order in which those rights first became
exercisable and, in the case of identical rights that first became exercisable at
the same time, in the order in which the agreements under which those rights
were acquired were made.

“38.0.4. For the purposes of this division, except for this section, a
valid election referred to in paragraph b of section 58.0.1 is deemed never to
have been made if, before 16 January of the year following the year in which
the taxpayer’s acquisition of a security occurs, the taxpayer files, in accordance
with subsection 13 of section 7 of the Income Tax Act (Revised Statutes of
Canada, 1985, chapter 1, 5th Supplement), with the person with whom the
election was filed a written revocation of the election.

“38.0.5. For the purposes of this division and section 725.2, where a
taxpayer makes the election referred to in section 58.0.1 in respect of the
taxpayer’s acquisition of a particular security and section 58.0.1 would not
apply to the acquisition if this division were read without reference to this
section, the following rules apply if the Minister so notifies the taxpayer in
writing :

(a) the acquisition is deemed, for the purposes of section 58.0.1, to be a
qualifying acquisition;
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(b) the taxpayer is deemed to have made a valid election referred to in
paragraph b of section 58.0.1; and

(c) if, at the time the Minister sends the notice, the taxpayer has not
disposed of the security, the taxpayer is deemed, other than for the purposes of
section 49.5, to have disposed of the security at that time and to have acquired
the security immediately after that time other than under an agreement referred
to in section 48.

“38.0.6. For the purposes of section 1015, the benefit that a taxpayer is
deemed to have received in a taxation year because of the taxpayer’s office or
employment under section 49, by reason of the application of section 58.0.1,
is deemed to be nil.

“38.0.7. Where, at any time in a taxation year, a taxpayer holds a
security that was acquired under the circumstances to which section 58.0.1
applied, the taxpayer shall enclose with the fiscal return the taxpayer is
required to file for the year under section 1000, or would be required to so file
if tax were payable by the taxpayer under this Part, a copy of every document
sent to the Minister of National Revenue under subsection 16 of section 7 of
the Income Tax Act (Revised Statutes of Canada, 1985, chapter 1, 5th
Supplement).”

(2) Subsection 1 applies from the taxation year 2000. However, a share
acquired in the taxation year 2000 under an agreement referred to in section 48
of the said Act is deemed to comply with the requirements of paragraph d of
section 58.0.2 of the said Act, if, at all times during the period that begins at
the time the agreement was made, determined without reference to section 49.4
of the said Act, enacted by subsection 1 of section (insert the number of the
section in this Act that replaces section 49.4 of the Taxation Act), and that ends
at the time the share was acquired, the class of shares to which the share
belongs was listed on a Canadian stock exchange or a foreign stock exchange
or, in respect of the portion of that period that begins before 26 November
1999, was listed on a stock exchange referred to in section 21.11.20R1 of the
Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) and, in
respect of the portion of that period that begins after 25 November 1999, was
listed on a Canadian stock exchange or a foreign stock exchange.

24. Section 64.3 of the said Act is amended by replacing “No amount may
be deducted in the year by an individual under section 62, 63 or 63.1” by “No
amount may be deducted for the year by an individual under any of sections 62,
63 and 63.1”.

23. (1) Section 76 of the said Act is replaced by the following section:
“46. An individual who, in the year, is a member of the clergy or of a
religious order or a regular minister of a religious denomination, and is in

charge of or ministering to a diocese, parish or congregation or engaged
exclusively in full-time administrative service by appointment of a religious
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order or religious denomination, may deduct the amount, not exceeding the
individual’s remuneration for the year from the office or employment, equal to

(a) the aggregate of all amounts including amounts in respect of utilities,
included in computing the individual’s income for the year under Chapter II in
relation to the residence or other living accommodation occupied by the
individual because of the individual’s office or employment; or

(b) the total of the rent and expenses in respect of utilities paid by the
individual for the individual’s principal place of residence or other principal
living accommodation, ordinarily occupied during the year by the individual,
or the fair rental value of such residence or other living accommodation,
including the value of utilities, owned by the individual or the individual’s
spouse, not exceeding the amount determined under the second paragraph.

The amount to which subparagraph b of the first paragraph refers is the
lesser of

(a) the greater of

i. $1,000 multiplied by the number of months in the year during which the
individual is a member or a minister referred to in the first paragraph, not
exceeding $10,000, and

ii. one-third of the individual’s remuneration for the year from the office or
employment ; and

(b) the amount by which the total of the rent paid or the fair rental value of
the residence or living accommodation and expenses in respect of utilities
exceeds the aggregate of all amounts each of which is an amount deducted, in
respect of the residence or accommodation, in computing a particular
individual’s income from an office or employment or from a business, other
than an amount deducted under the first paragraph by the individual, to the
extent that the amount can reasonably be considered to relate to the period, or
a portion of the period, in respect of which the individual deducted an amount
under the first paragraph.

No amount may be deducted for the year by an individual under the first
paragraph, unless the individual files with the Minister, together with the
individual’s fiscal return for the year under this Part, a prescribed form signed
by the individual’s employer certifying that the conditions set out in that
paragraph were met in the year in respect of the individual.”

(2) Subsection 1 applies from the taxation year 2001.
26. Section 78 of the said Act is amended by replacing “no such amounts

may be deducted in the year by the individual” in the second paragraph by “no
such amounts may be deducted for the year by the individual”.
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27. (1) Section 78.7 of the said Act is repealed.

(2) Subsection 1 applies from the taxation year 1999. In addition, where
section 78.7 of the said Act, repealed by subsection 1, applies to the taxation
year 1998, it shall be read as follows:

“48.79. Anindividual who is employed in a taxation year by a government,
municipality or public authority, in this section referred to as the “employer”,
may deduct in computing the individual’s income for the year derived from
the performance of the duties provided for in paragraph a, an amount received
by the individual or the value of a benefit received or enjoyed by the individual
in the year, because of the individual’s employment with that employer for the
performance of those duties, up to an amount of $1,000, where

(a) the individual receives or enjoys the amount for the performance of the
individual’s duties as a volunteer ambulance technician, a volunteer firefighter
or a volunteer assisting in the search and rescue of individuals or in other
emergency operations ; and

(b) the employer certifies in writing where so requested by the Minister
that the individual was in the year employed by the employer and performed
the duties provided for in paragraph a and that the individual was at no time in
the year employed by the employer otherwise than as a volunteer, in connection
with the performance of any of those duties or of similar duties.”

28. (1) Section 78.8 of the said Act, enacted by section 20 of chapter 51 of
the statutes of 2001, is amended by replacing the first paragraph by the
following paragraphs:

“48.8. If an individual in respect of whom an amount may be deducted
because of section 752.0.14 or 752.0.15 for a taxation year files with the
individual’s fiscal return under this Part for the year, other than a fiscal return
filed under the second paragraph of section 429 or section 681, 782 or 1003, a
prescribed form containing the prescribed information, there may be deducted
in computing the individual’s income for the year from an office or employment
the amount determined by the formula

A xB/C.
In the formula provided for in the first paragraph,
(a) A is the lesser of

i. the amount by which the aggregate of all amounts each of which is the
amount of a reimbursement or any other form of assistance, other than an
amount that is included in computing a taxpayer’s income and that is not
deductible in computing the taxpayer’s taxable income, that a taxpayer is or
was entitled to receive in respect of an amount described in both subparagraphs 1
and 2, is exceeded by the aggregate of all amounts each of which is an amount
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(1) that was paid in the year by the individual to a person who, at the time
of the payment, is neither the individual’s spouse nor under 18 years of age, on
account of attendant care provided in Canada to the individual to enable the
individual to perform the duties of an office or employment, to carry on a
business either alone or as a partner actively engaged in the business, to carry
on research or any similar work in respect of which the individual received a
grant, or to attend an educational institution referred to in section 358.0.2, or a
secondary school, at which the individual is enrolled in an educational program,
and

(2) that is not included in computing a deduction under sections 752.0.11
to 752.0.13.0.1 for any taxation year, and

ii. 2/3 of the aggregate of all amounts each of which is

(1) an amount included under any of sections 32 to 58.3 in computing the
individual’s income for the year from an office or employment,

(2) the amount that would be the individual’s income for the year from a
business carried on either alone or as a partner actively engaged in the
business if it were determined without reference to section 157.18, or

(3) an amount included under any of paragraphs e.2 to e.4 of section 311 or
paragraph g or & of section 312 in computing the individual’s income for the
year;

(b) B isthe aggregate of all amounts each of which is an amount determined
under subparagraph 1 of subparagraph ii of subparagraph a; and

(¢) Cisthe aggregate determined under subparagraph ii of subparagraph a.”

(2) Subsection 1 applies from the taxation year 1998. However, where
subparagraph a of the second paragraph of section 78.8 of the said Act applies
to taxation years preceding the taxation year 2000,

(1) subparagraph 1 of subparagraph i shall be read as follows:

“(1) that was paid in the year by the individual to a person who, at the time
of the payment, is neither the individual’s spouse nor under 18 years of age, on
account of attendant care provided in Canada to the individual to enable the
individual to perform the duties of an office or employment, to carry on a
business either alone or as a partner actively engaged in the business, or to
carry on research or any similar work in respect of which the individual
received a grant, and”; and

(2) subparagraph 3 of subparagraph ii shall be read without reference to
“any of paragraphs e.2 to e.4 of section 311 or”.

23



29. (1) Section 87 of the said Act, amended by section 9 of chapter 7 of the
statutes of 2001, by section 23 of chapter 51 of the statutes of 2001 and by
section 24 of chapter 53 of the statutes of 2001, is again amended by replacing
paragraph i.1 by the following paragraph:

“(i.1) that proportion of 1/2 of the amount received in the year on account
of a debt in respect of which a deduction for a bad debt under section 142.1
had been made in computing the taxpayer’s income for a preceding taxation
year that the amount deducted under that section in respect of that debt is of
the aggregate of the amount so deducted and the amount deemed under
section 142.1 or 142.2 to be an allowable capital loss in respect of that debt;”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where paragraph i.1 of section 87 of the said Act applies to taxation
years that end before 18 October 2000, the reference to the fraction “1/2” in
that paragraph i.1 shall be read as a reference to the fraction “2/3”.

30. (1) The said Act is amended by inserting the following section after
section 91:

“91.1. There shall be included in computing a taxpayer’s income for a
taxation year any amount that is, in relation to a foreign oil and gas business of
the taxpayer, the taxpayer’s production tax amount for the year.

In the first paragraph, “foreign oil and gas business” and “production tax
amount” have the meaning assigned by section 772.2.”

(2) Subsection 1 applies to taxation years of a taxpayer that begin after the
earlier of

(1) 31 December 1999 ; and

(2) if, in accordance with paragraph b of subsection 26 of section 117 of
the Act to amend the Income Tax Act, the Income Tax Application Rules,
certain Acts related to the Income Tax Act, the Canada Pension Plan, the
Customs Act, the Excise Tax Act, the Modernization of Benefits and Obligations
Act and another Act related to the Excise Tax Act (Statutes of Canada, 2001,
chapter 17), a date is designated by the taxpayer for the purposes of that
subsection 26, the later of

(a) the date so designated by the taxpayer; and

(b) 31 December 1994.

(3) Notwithstanding sections 1010 to 1011 of the Taxation Act, the Minister
of Revenue shall make such assessments, reassessments or additional
assessments of tax, interest or penalties payable by a taxpayer under Part I of

the said Act, as are necessary, for any taxation year that began before 1 January
2000, to give effect to paragraph 2 of subsection 2; sections 93.1.8 and
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93.1.12 of the Act respecting the Ministere du Revenu (R.S.Q., chapter M-31)
apply, with the necessary modifications, to such assessments.

31. (1) Section 93 of the said Act, amended by section 29 of chapter 53 of
the statutes of 2001, is again amended by striking out subparagraph a of the
first paragraph.

(2) Subsection 1 applies in respect of transactions or events that occur after
23 December 1998.

32. (1) Section 93.3 of the said Act is amended

(1) by replacing “1/4” by “, subject to the second paragraph, 1/2”;

(2) by adding the following paragraph:

“However, where the disposition occurs in a taxation year of the taxpayer
that includes 28 February 2000 or 17 October 2000, or that begins after
28 February 2000 and ends before 17 October 2000, the fraction “1/2” in the
first paragraph shall be replaced by the fraction obtained when the fraction in
paragraphs a to d of section 231.0.1 that applies to the taxpayer for the year is
subtracted from 1.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

33. (1) Section 99 of the said Act, amended by section 33 of chapter 53 of
the statutes of 2001, is again amended

(1) by replacing “3/4” by “, subject to section 99.1, 1/2”, in the following
provisions:

— subparagraph ii of paragraph b;
— subparagraph i of paragraph d;
— subparagraph i of paragraph d.1;

(2) by replacing “4/3 of” by “, subject to section 99.1, twice”, in the
following provisions:

— subparagraph ii of paragraph b;
— subparagraph i of paragraph d;
— subparagraphs i and ii of paragraph d.1;

(3) by replacing “3/4” in subparagraph ii of paragraph d.2 by “subject to
section 99.1, 1/2”.
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(2) Paragraphs 1 and 2 of subsection 1, where they amend paragraphs b and
d of section 99 of the said Act, apply in respect of changes in use of property
that occur in taxation years that end after 27 February 2000.

(3) Paragraphs 1 and 2 of subsection 1, where they amend paragraph d.1 of
section 99 of the said Act, and paragraph 3 of that subsection 1, apply in
respect of acquisitions of property that occur in taxation years that end after
27 February 2000.

34. (1) The said Act is amended by inserting the following section after
section 99:

“99.1. For the purposes of paragraphs b, d, d.1 and d.2 of section 99, the
rules provided for in the second paragraph apply where

(a) in the case of paragraphs b and d, the change in use of property occurs
during a taxpayer’s taxation year that includes 28 February 2000 or 17 October
2000, or that begins after 28 February 2000 and ends before 17 October 2000

(b) in the case of paragraph d.1, the acquisition of property occurs during a
transferor’s taxation year that includes 28 February 2000 or 17 October 2000,
or that begins after 28 February 2000 and ends before 17 October 2000 ; and

(c) in the case of paragraph d.2, the acquisition of property occurs during a
corporation’s taxation year that includes 28 February 2000 or 17 October
2000, or that begins after 28 February 2000 and ends before 17 October 2000.

The fraction “1/2” and the word “twice” in paragraphs b, d and d.1 of
section 99, and the fraction “1/2” in paragraph d.2 of that section shall be
replaced, with the necessary modifications, by

(a) in the case of the fraction “1/2” in paragraphs b and d, the fraction in
paragraphs a to d of section 231.0.1 that applies to the taxpayer for the year in
which the change in use of property occurs;

(b) in the case of the fraction “1/2” in paragraph d.1, the fraction in
paragraphs a to d of section 231.0.1 that applies to the transferor of the
property for the year in which the transferor disposed of the property;

(c) in the case of the fraction “1/2” in paragraph d.2, the fraction in
paragraphs a to d of section 231.0.1 that applies to the corporation for the year
in which the acquisition of the property occurs;

(d) in the case of the word “twice” in paragraphs b and d, the fraction that
is the reciprocal of the fraction in paragraphs a to d of section 231.0.1 that
applies to the taxpayer for the year in which the change in use of property
occurs ; and

26



(e) in the case of the word “twice” in paragraph d.1, the fraction that is the
reciprocal of the fraction in paragraphs a to d of section 231.0.1 that applies to
the transferor of the property for the year in which the transferor disposed of
the property.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
33. (1) Section 105 of the said Act is replaced by the following section:

“103. Where, at the end of a taxation year, the amount determined under
the second paragraph of section 107 in respect of a business of a taxpayer
exceeds the aggregate of all amounts each of which is an amount determined
under any of subparagraphs a to d of the first paragraph of that section in
respect of that business, there shall be included in computing the taxpayer’s
income from the business for the year the total of

(a) the lesser of the excess and the amount determined at the end of the
year in respect of the business under subparagraph a of the second paragraph
of section 107 ; and

(b) the amount determined by the formula provided for in section 105.2.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
36. (1) Section 105.1 of the said Act is repealed.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
37. (1) Section 105.2 of the said Act is amended

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

“105.2. The formula to which paragraph b of section 105 refers is the
following :

2/3x[A-(B+C+D)].”;

(2) by replacing “under subparagraph i of paragraph b of section 107" in
subparagraph b of the second paragraph by “under subparagraph a of the
second paragraph of section 107”;

(3) by replacing “under subparagraph 2 of subparagraph i of paragraph b of
section 107” in subparagraph ¢ of the second paragraph by “under

subparagraph ii of subparagraph a of the second paragraph of section 107”;

(4) by replacing subparagraph d of the second paragraph by the following
subparagraph:
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“(d) D is, where the taxpayer was resident in Canada throughout the year,
the amount claimed by the taxpayer, not exceeding the taxpayer’s exempt
gains balance in respect of the business for the year determined in accordance
with section 107.2 and, in any other case, nil.”;

(5) by adding the following paragraph after the second paragraph:

“For the purposes of subparagraph d of the second paragraph, an individual
who is resident in Canada at any time in a taxation year is deemed to be
resident in Canada throughout the year if the individual is resident in Canada
throughout the preceding taxation year or the following taxation year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where the first paragraph of section 105.2 of the said Act applies to
taxation years that end before 18 October 2000, the reference to the fraction
“2/3” in that paragraph shall be read as a reference to the fraction “8/9”.

38. (1) The said Act is amended by inserting the following section after
section 105.2:

“103.2.1. The rules provided for in the second paragraph apply where,
at any time in a taxation year, a taxpayer disposes of a property that is an
intangible capital property, other than goodwill, in respect of a business and
where

(a) the cost of the property to the taxpayer can be determined;

(b) the proceeds of the disposition, in this section referred to as the “actual
proceeds”, exceed the cost of the property ;

(c) the taxpayer’s exempt gains balance in respect of the business for the
year determined in accordance with section 107.2 is nil ; and

(d) the taxpayer so elects under this section in the taxpayer’s fiscal return
filed for the year in accordance with section 1000.

The rules to which the first paragraph refers are the following:

(a) for the purposes of section 107, the proceeds of disposition of the
property are deemed to be equal to its cost;

(b) the taxpayer is deemed to have disposed at that time, for proceeds of
disposition equal to the actual proceeds, of a capital property that has at that
time an adjusted cost base to the taxpayer equal to the cost of the property;
and

(c¢) where the intangible capital property is at that time a qualified farm

property within the meaning of section 726.6 of the taxpayer, the capital
property deemed to have been disposed of by the taxpayer as a consequence of
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the application of paragraph b is deemed to be at that time a qualified farm
property of the taxpayer.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
39. (1) Section 105.3 of the said Act is amended

(1) by replacing the portion before subparagraph b of the first paragraph by
the following:

“103.3. For the purposes of Title VI.5 of Book IV and of paragraph b of
section 28 as it applies for the purposes of that Title, an amount included under
paragraph b of section 105 in computing a taxpayer’s income for a particular
taxation year from a business is deemed to be a taxable capital gain of the
taxpayer for the year from the disposition in the year of qualified farm
property, within the meaning of section 726.6, to the extent of the lesser of

(a) the amount included under paragraph b of section 105 in computing the
taxpayer’s income for the particular year from the business; and”;

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

“(a) A is the amount by which the aggregate of the following amounts
exceeds the amount determined under the third paragraph:

i. 3/4 of the aggregate of all amounts each of which is the taxpayer’s
proceeds from a disposition in a preceding taxation year that begins after
31 December 1987 but that ends before 28 February 2000 of intangible capital
property in respect of the business that, at the time of disposition, was a
qualified farm property of the taxpayer,

ii. 2/3 of the aggregate of all amounts each of which is the taxpayer’s
proceeds from a disposition in the particular year or a preceding taxation year
that ends after 27 February 2000 but before 18 October 2000 of intangible
capital property in respect of the business that, at the time of the disposition,
was a qualified farm property of the taxpayer, and

iii. 1/2 of the aggregate of all amounts each of which is the taxpayer’s
proceeds from a disposition in the particular year or a preceding taxation year
that ends after 17 October 2000 of intangible capital property in respect of the
business that, at the time of the disposition, was a qualified farm property of
the taxpayer;”;

(3) by adding the following paragraph after the second paragraph:

“The amount to which subparagraph a of the second paragraph refers is the
aggregate of
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(a) 3/4 of the aggregate of all amounts each of which is

i. an intangible capital amount of the taxpayer in respect of the business
that is payable or disbursed in relation to a qualified farm property disposed of
by the taxpayer in a preceding taxation year that begins after 31 December
1987 but that ends before 28 February 2000, or

ii. an outlay or expense of the taxpayer that was not deductible in computing
the taxpayer’s income and was made or incurred for the purpose of making a
disposition referred to in subparagraph i;

(b) 2/3 of the aggregate of all amounts each of which is

i. an intangible capital amount of the taxpayer in respect of the business
that is payable or disbursed in relation to a qualified farm property disposed of
by the taxpayer in the particular year or a preceding taxation year that ends
after 27 February 2000 but before 18 October 2000, or

ii. an outlay or expense of the taxpayer that was not deductible in computing
the taxpayer’s income and was made or incurred for the purpose of making a
disposition referred to in subparagraph i; and

(c) 172 of the aggregate of all amounts each of which is

i. an intangible capital amount of the taxpayer in respect of the business
that is payable or disbursed in relation to a qualified farm property disposed of
by the taxpayer in the particular year or a preceding taxation year that ends
after 17 October 2000, or

ii. an outlay or expense of the taxpayer that was not deductible in computing
the taxpayer’s income and was made or incurred for the purpose of making a
disposition referred to in subparagraph i.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
40. (1) Section 106.1 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

“106.1. Notwithstanding any other provision of this Part, where at a
particular time a person or partnership, in this section referred to as the
“purchaser”, has, directly or indirectly, in any manner whatever, acquired an
intangible capital property in respect of a business from a transferor being a
person or partnership with which the purchaser did not deal at arm’s length,
and the property was an intangible capital property of the transferor, other
than property acquired by the purchaser as a consequence of the death of the
transferor, the intangible capital amount of the purchaser in respect of the
business is deemed, in respect of that acquisition, to be equal to 4/3 of the
amount by which the amount determined under subparagraph b of the second
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paragraph of section 107 in respect of the disposition of the property by the
transferor, exceeds the aggregate of

(a) the aggregate of all amounts each of which is an amount that can
reasonably be considered to have been claimed as a deduction under Title VI.5
of Book IV, for a taxation year that ends before 28 February 2000, by any
person with whom the purchaser was not dealing at arm’s length in respect of
the disposition of the property by the transferor, or any other disposition of the
property before the particular time;

(b) 9/8 of the aggregate of all amounts each of which is an amount that can
reasonably be considered to have been claimed as a deduction under Title VI.5
of Book IV, for a taxation year that ends after 27 February 2000 but before
18 October 2000, by any person with whom the purchaser was not dealing at
arm’s length in respect of the disposition of the property by the transferor, or
any other disposition of the property before the particular time ; and

(c) 3/2 of the aggregate of all amounts each of which is an amount that can
reasonably be considered to have been claimed as a deduction under Title VI.5
of Book IV, for a taxation year that ends after 17 October 2000, by any person
with whom the purchaser was not dealing at arm’s length in respect of the
disposition of the property by the transferor, or any other disposition of the
property before the particular time.”;

(2) by replacing the portion of the second paragraph before subparagraph a
by the following:

“Notwithstanding the foregoing, where the purchaser disposes of the property
after the particular time, the amount which is deemed under the first paragraph
to be the intangible capital amount of the purchaser in relation to the property
shall be determined at any time after the disposition as if the aggregate of the
amounts determined under subparagraphs a to c¢ of the first paragraph in
respect of the property were the lesser of”’;

(3) by replacing subparagraph b of the second paragraph by the following
subparagraph:

“(b) the amount by which the amount determined under subparagraph b of
the second paragraph of section 107 in respect of the disposition of the
property by the transferor exceeds the amount determined under that
subparagraph b in respect of the disposition of the property by the purchaser.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where section 106.1 of the said Act applies in respect of property
that was disposed of by a transferor in a taxation year of the transferor that
ends before 28 February 2000,

(1) the reference to “under subparagraph b of the second paragraph of
section 107 in the portion of the first paragraph of section 106.1 before
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subparagraph a shall be read as a reference to “under subparagraph ii of
paragraph b of section 107”; and

(2) subparagraph b of the second paragraph of that section 106.1 shall be
read as follows:

“(b) the amount by which the amount determined under subparagraph ii of
paragraph b of section 107 in respect of the disposition of the property by the
transferor exceeds the amount determined under subparagraph b of the second
paragraph of that section in respect of the disposition of the property by the
purchaser.”

41. (1) Section 107 of the said Act is replaced by the following section:

“107. Theeligible intangible capital amount of a taxpayer at a particular
time in respect of a business of the taxpayer is the amount by which the
amount determined under the second paragraph is exceeded by the aggregate
of

(a) 3/4 of the aggregate of all amounts each of which is an intangible
capital amount in respect of the business that is payable or disbursed by the
taxpayer before the particular time but after the taxpayer’s adjustment time;

(b) the aggregate of the following amounts:

i. 3/2 of the aggregate of all amounts each of which is an amount included
under paragraph b of section 105 in computing the taxpayer’s income from the
business for a taxation year ending before the particular time but after
17 October 2000,

ii. 9/8 of the aggregate of all amounts each of which is an amount included
under paragraph b of section 105 in computing the taxpayer’s income from the
business for a taxation year ending before the particular time and after
27 February 2000 but before 18 October 2000,

iii. the aggregate of all amounts each of which is an amount included under
paragraph b of section 105 in computing the taxpayer’s income from the
business for a taxation year ending before the earlier of the particular time and
28 February 2000 but after the taxpayer’s adjustment time,

iv. the aggregate of all amounts each of which is an amount that would
have been included in computing the taxpayer’s income from the business for
a taxation year ending before the earlier of the particular time and 28 February
2000 but after 22 February 1994 under subparagraph ii of paragraph a of
section 105, as that subparagraph read for that taxation year, if the amount
determined under subparagraph d of the second paragraph of section 105.2 for
the year had been nil, and
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v. the aggregate of all amounts each of which is a taxable capital gain
included in computing the taxpayer’s income for a taxation year that began
before 23 February 1994, by reason of the application of subparagraph ii of
paragraph a of section 105, as that subparagraph read for that taxation year, to
the taxpayer in respect of the business;

(c) 3/2 of the taxpayer’s eligible intangible capital amount in respect of the
business at the taxpayer’s adjustment time ;

(d) the amount by which the aggregate of all amounts each of which is an
amount deducted under paragraph b of section 130 in computing the taxpayer’s
income from the business for a taxation year ending before the taxpayer’s
adjustment time exceeds the aggregate of all amounts each of which is an
amount included under section 105 in computing that income for such a
taxation year; and

(e) where the aggregate determined under subparagraph b exceeds zero,
1/2 of the amount determined under subparagraph ii of subparagraph a of the
second paragraph in respect of the business.

The amount to which the first paragraph refers is equal to the aggregate of

(a) the amount by which the aggregate of all amounts each of which is an
amount included in computing the taxpayer’s income from the business for a
taxation year ending before the particular time but after the taxpayer’s
adjustment time under subparagraph i of paragraph a of section 105, where
the taxation year ends before 28 February 2000, or under paragraph a of that
section, where the taxation year ends after 27 February 2000, is exceeded by
the aggregate of

i. the aggregate of all amounts each of which is an amount deducted under
paragraph b of section 130 in computing the taxpayer’s income from the
business for a taxation year ending before the particular time, but after the
taxpayer’s adjustment time,

ii. the amount by which the aggregate of all amounts each of which is an
amount deducted under paragraph b of section 130 in computing the taxpayer’s
income for a taxation year ending before the taxpayer’s adjustment time
exceeds the aggregate of all amounts each of which is an amount included
under section 105 in computing that income for such a taxation year, and

iii. the aggregate of all amounts each of which is an amount by which the
eligible intangible capital amount of the taxpayer in respect of the business is
required to be reduced at or before the particular time under section 485.7;
and

(b) the aggregate of all amounts each of which is equal to 3/4 of the amount
by which an amount that, as a result of a disposition occurring before the
particular time but after the taxpayer’s adjustment time, the taxpayer is or may
become entitled to receive, in respect of a business carried on or formerly
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carried on by the taxpayer where the consideration given by the taxpayer
therefor is such that, if any payment had been made by the taxpayer after
31 December 1971 for that consideration, the payment would have been an
intangible capital amount of the taxpayer in respect of the business, exceeds
all expenses made or incurred by the taxpayer for the purpose of giving that
consideration, to the extent that they are not otherwise deductible in computing
the taxpayer’s income.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

42. (1) Section 110.1 of the said Act, replaced by section 17 of chapter 7
of the statutes of 2001, is amended by replacing “under subparagraph ii of
paragraph b of section 107” in subsection 1 by “under subparagraph b of the
second paragraph of section 107”.

(2) Subsection 1 applies in respect of dispositions made in taxation years
that end after 27 February 2000.

43. (1) Section 130 of the said Act is amended

(1) by replacing the portion before paragraph a in the French text by the
following:

“130. Un contribuable peut toutefois déduire les montants suivants:”;
(2) by replacing paragraphs a and b by the following paragraphs:

“(a) subject to section 130.0.1, the prescribed part or amount of the capital
cost of property to the taxpayer; and

“(b) the amount that the taxpayer claims in respect of a business, not
exceeding 7% of the eligible intangible capital amount in respect of the
business at the end of the year except that, where the year is less than
12 months, the amount allowed as a deduction under this paragraph shall not
exceed that proportion of the maximum amount otherwise allowable that the
number of days in the taxation year is of 365.”

(2) Subsection 1 applies to taxation years that begin after 21 December
2000.

44. (1) Section 142.1 of the said Act is replaced by the following section:

“142.1. A taxpayer who establishes that an amount included in
computing an excess referred to in subparagraph b of the second paragraph of
section 107 has become a bad debt in a taxation year in respect of one or more
dispositions of intangible capital property by the taxpayer, shall deduct in
computing income for the year the amount determined by the formula

(A+B)-(C+D+E+F+QG).
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In the formula provided for in the first paragraph,
(a) A is the lesser of

i. 1/2 of the aggregate of all amounts each of which is such an amount that
was so established by the taxpayer to have become a bad debt in the year or a
preceding taxation year, and

ii. the aggregate of all amounts each of which is an amount that would be
determined under section 105.2 for the year or for a preceding taxation year
that ends after 27 February 2000, if the formula provided for in the first
paragraph of that section were read without reference to D ;

(b) B is the amount by which 3/4 of the aggregate of all amounts each of
which is such an amount that was so established by the taxpayer to have
become a bad debt in the year or a preceding taxation year exceeds the
aggregate of

i. 3/2 of the amount by which the amount determined under subparagraph a
exceeds the portion of that amount that is included therein by reason of the
application of subparagraph ii of that subparagraph in respect of taxation
years that end after 27 February 2000 but before 18 October 2000, and

ii. 9/8 of the portion of the amount determined under subparagraph a that is
included therein by reason of the application of subparagraph ii of that
subparagraph in respect of taxation years that end after 27 February 2000 but
before 18 October 2000 ;

(c¢) Cisthe aggregate of all amounts each of which is an amount determined
under section 105 or 105.3 for the year or a preceding taxation year and in
respect of which a deduction can reasonably be considered to have been
claimed by the taxpayer under Title VI.5 of Book IV ;

(d) D is 2/3 of the aggregate of all amounts each of which is an amount
determined in respect of the taxpayer under subparagraph d of the second
paragraph of section 105.2 for the year or a preceding taxation year that ends
after 17 October 2000 ;

(e) E is 8/9 of the aggregate of all amounts each of which is an amount
determined in respect of the taxpayer under subparagraph d of the second
paragraph of section 105.2 for the year or a preceding taxation year that ends
after 27 February 2000 but before 18 October 2000

(f) Fisthe aggregate of all amounts each of which is an amount determined
in respect of the taxpayer under subparagraph d of the second paragraph of
section 105.2 for a preceding taxation year that ends before 28 February 2000 ;
and
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(g) Gis the aggregate of all amounts each of which is an amount deducted
by the taxpayer under this section for a preceding taxation year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where section 142.1 of the said Act applies to taxation years that end
before 18 October 2000,

(1) subparagraph i of subparagraph a of the second paragraph of that
section shall be read with the fraction “1/2” replaced by the fraction “2/3”;
and

(2) subparagraph b of the second paragraph of that section shall be read as
follows:

“(b) B is the amount by which 3/4 of the aggregate of all amounts each of
which is such an amount that was so established by the taxpayer to have
become a bad debt in the year or a preceding taxation year exceeds 9/8 of the
amount determined under subparagraph a;”.

45. (1) The said Act is amended by inserting the following section after
section 142.1:

“142.2. A taxpayer who establishes that an amount included in
computing an excess referred to in subparagraph b of the second paragraph of
section 107 has become a bad debt in a taxation year in respect of one or more
dispositions of intangible capital property by the taxpayer, is deemed to have
an allowable capital loss from a disposition of capital property in the year
equal to the amount by which the amount determined under the second
paragraph is exceeded by the lesser of

(a) the total of the amount determined under subparagraph a of the second
paragraph of section 142.1 and 2/3 of the amount determined under
subparagraph b of that second paragraph in respect of the taxpayer for the
year; and

(b) the aggregate of all amounts each of which is, in respect of the taxpayer
for the year,

i. the amount that would be determined under subparagraph c of the second
paragraph of section 142.1 if each year referred to in that subparagraph ended
after 17 October 2000 or is determined under subparagraph d of that second
paragraph,

ii. 3/4 of the amount that would be determined under subparagraph c of the
second paragraph of section 142.1 if each year referred to in that subparagraph
ended after 27 February 2000 but before 18 October 2000 or is determined
under subparagraph e of that second paragraph, and
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iii. 2/3 of the amount that would be determined under subparagraph ¢ of
the second paragraph of section 142.1 if each year referred to in that
subparagraph ended before 28 February 2000 or is determined under
subparagraph f of that second paragraph.

The amount to which the first paragraph refers is equal to the aggregate of
all amounts each of which is

(a) an amount that is deemed under this section to be an allowable capital
loss of the taxpayer for a preceding taxation year that ends after 17 October
2000;

(b) 3/4 of an amount that is deemed under this section to be an allowable
capital loss of the taxpayer for a preceding taxation year that ends after
27 February 2000 but before 18 October 2000 ; and

(¢) 2/3 of an amount that is deemed under section 142.1 to be an allowable
capital loss of the taxpayer for a preceding taxation year that ends before
28 February 2000.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where section 142.2 of the said Act applies to taxation years that end
before 18 October 2000,

(1) the reference to the fraction “2/3” in subparagraph a and subparagraph iii
of subparagraph b of the first paragraph of that section and subparagraph c of
the second paragraph of that section shall be read as a reference to the fraction
668/9’? ;

(2) the reference to “3/4 of the” in subparagraph ii of subparagraph b of the
first paragraph of that section shall be read as a reference to the word “the”;
and

(3) the reference to “3/4 of an” in subparagraph b of the second paragraph
of that section shall be read as a reference to the word “an”.

46. (1) Section 146.1 of the said Act is amended by striking out “or
subsection 1.1 of section 180.1” in paragraph b.

(2) Subsection 1 applies from the taxation year 2001.

47. (1) Section 157 of the said Act, amended by section 44 of chapter 53 of
the statutes of 2001, is again amended by replacing “3/4” in paragraph g.1 by
641/2”.

(2) Subsection 1 applies in respect of amounts that become payable after
27 February 2000. However, where an amount becomes payable after that date
but before 18 October 2000, the reference to the fraction “1/2” in paragraph g.1
of section 157 of the said Act shall be read as a reference to the fraction “2/3”.
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48. (1) Section 157.18 of the said Act, enacted by section 26 of chapter 51
of the statutes of 2001, is amended by replacing the first paragraph by the
following paragraphs:

“137.18. If anindividual in respect of whom an amount may be deducted
because of section 752.0.14 or 752.0.15 for a taxation year files with the
individual’s fiscal return under this Part for the year, other than a fiscal return
filed under the second paragraph of section 429 or section 681, 782 or 1003, a
prescribed form containing the prescribed information, there may be deducted
in computing the individual’s income for the year from a business the amount
determined by the formula

A xB/C.
In the formula provided for in the first paragraph,
(a) A is the lesser of

i. the amount by which the aggregate of all amounts each of which is the
amount of a reimbursement or any other form of assistance, other than an
amount that is included in computing the taxpayer’s income and that is not
deductible in computing the taxpayer’s taxable income, that a taxpayer is or
was entitled to receive in respect of an amount described in both subparagraphs 1
and 2, is exceeded by the aggregate of all amounts each of which is an amount

(1) that was paid in the year by the individual to a person who, at the time
of the payment, is neither the individual’s spouse nor under 18 years of age, on
account of attendant care provided in Canada to the individual to enable the
individual to perform the duties of an office or employment, to carry on a
business either alone or as a partner actively engaged in the business, to carry
on research or any similar work in respect of which the individual received a
grant, or to attend an educational institution referred to in section 358.0.2, or a
secondary school, at which the individual is enrolled in an educational program,
and

(2) that is not included in computing a deduction under sections 752.0.11
to 752.0.13.0.1 for any taxation year, and

ii. 2/3 of the aggregate of all amounts each of which is

(1) an amount included under any of sections 32 to 58.3 in computing the
individual’s income for the year from an office or employment,

(2) the amount that would be the individual’s income for the year from a
business carried on either alone or as a partner actively engaged in a business
if it were determined without reference to this section, or

(3) an amount included in computing the individual’s income for the year

under any of paragraphs e.2 to e.4 of section 311 or paragraph g or & of
section 312;
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(b) B isthe amount determined under subparagraph 2 of subparagraph ii of
subparagraph a; and

(¢) Cisthe aggregate determined under subparagraph ii of subparagraph a.”

(2) Subsection 1 applies from the taxation year 1998. However, where
subparagraph a of the second paragraph of section 157.18 of the said Act
applies to taxation years preceding the taxation year 2000,

(1) subparagraph 1 of subparagraph i shall be read as follows:

“(1) that was paid in the year by the individual to a person who, at the time
of the payment, is neither the individual’s spouse nor under 18 years of age, on
account of attendant care provided in Canada to the individual to enable the
individual to perform the duties of an office or employment, to carry on a
business either alone or as a partner actively engaged in the business, or to
carry on research or any similar work in respect of which the individual
received a grant, and” ; and

(2) subparagraph 3 of subparagraph ii shall be read without reference to
“any of paragraphs e.2 to e.4 of section 311 or”.

49. Section 158.1 of the said Act, enacted by section 26 of chapter 7 of the
statutes of 2001, is amended by replacing “des fonds autogénérés” in the
French text of the definition of “droit aux produits” in the first paragraph by
“du flux de trésorerie”.

30. (1) Section 158.14 of the said Act, enacted by section 26 of chapter 7
of the statutes of 2001, is replaced by the following section:

“158.14. Subject to sections 158.1 and 158.13, this division does not
apply to a taxpayer’s matchable expenditure in respect of a right to receive
production if

(@) no portion of the expenditure can reasonably be considered to have
been paid to another taxpayer, or to a person with whom the other taxpayer
does not deal at arm’s length, to acquire the right to receive production from
the other taxpayer and

i. the taxpayer’s expenditure cannot reasonably be considered to relate to a
tax shelter or tax shelter investment, within the meaning of section 851.38,
and none of the main purposes for making the expenditure is that the taxpayer,
or a person with whom the taxpayer does not deal at arm’s length, obtain a tax
benefit, or

ii. before the end of the taxation year in which the expenditure is made, the
aggregate of all amounts each of which is included in computing the taxpayer’s
income for the year, other than any portion of such an amount that is the
subject of a reserve claimed by the taxpayer for the year under this Act, in
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respect of the right to receive production to which the matchable expenditure
relates, exceeds 80% of the expenditure ; or

(b) the expenditure is in respect of commissions or other expenses related
to the issuance of an insurance policy for which all or a portion of a risk has
been ceded to the taxpayer and both the taxpayer and the person to whom the
expenditure is made or is to be made are insurers subject to the supervision of
the Superintendent of Financial Institutions of Canada, in the case of an
insurer that is required by law to report to the Superintendent of Financial
Institutions of Canada, or where the insurer is an insurance corporation
incorporated under the laws of a province, the superintendent of insurance or
another officer or authority of that province or the Inspector General of
Financial Institutions.”

(2) Subsection 1 applies in respect of expenditures made after 17 November
1996.

a301. (1) The said Act is amended by inserting the following before
section 159:

“§1. — Canadian newspapers”.
(2) Subsection 1 has effect from 1 June 2000.
32. (1) Section 159 of the said Act is replaced by the following section:
“139. In this subdivision,
“Canadian citizen” includes the following persons and entities:
(a) a corporation or trust described in paragraph c.1 or d of section 998
formed in connection with a pension plan that exists for the benefit of

individuals a majority of whom are Canadian citizens;

(b) a trust described in paragraph /4 or i.1 of section 998 the annuitant in
respect of which is a Canadian citizen;

(¢) a mutual fund trust, other than a mutual fund trust the majority of the
units of which are held by citizens or subjects of a country other than Canada;

(d) atrust, each beneficiary of which is a person, partnership, association
or society described in any of paragraphs a to e of the definition of “Canadian
newspaper”; and

(e) an association, society or person described in paragraph c or d of the
definition of “Canadian newspaper”;

“Canadian issue” of a newspaper means an issue, including a special issue,

that is typeset, printed and published in Canada and that is edited in Canada by
individuals resident in Canada;
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“Canadian newspaper” means a newspaper the exclusive right to produce
and publish issues of which is held by one or more of the following persons or
entities :

(a) a Canadian citizen;

(b) a partnership in which interests representing in value at least 3/4 of the
total value of the partnership property are beneficially owned by one or more
corporations described in paragraph e, one or more Canadian citizens or any
combination thereof, and at least 3/4 of each income or loss of the partnership
from any source is included in computing the income of one or more of those
persons ;

(¢) an association or society of which at least 3/4 of the members are
Canadian citizens ;

(d) the State, Her Majesty in right of Canada or a province, other than
Québec, or a municipality in Canada;

(e) acorporation that is incorporated under the laws of Canada or a province
of which the chairperson or other presiding officer and at least 3/4 of the
directors or other similar officers are Canadian citizens and that, if it is a
corporation having capital stock, is

i. a public corporation a class or classes of shares of the capital stock of
which are listed on a Canadian stock exchange other than a corporation
controlled by citizens or subjects of a country other than Canada, or

ii. a corporation of which at least 3/4 of the shares having full voting rights
under all circumstances, and shares having a fair market value of at least 3/4 of
the fair market value of all of the issued shares of the corporation, are
beneficially owned by Canadian citizens or by public corporations a class or
classes of shares of the capital stock of which are listed on a Canadian stock
exchange, other than a public corporation controlled by citizens or subjects of
a country other than Canada;

“United States” means

(a) the United States of America, but does not include Puerto Rico, the
Virgin Islands, Guam or any other United States territory or possession; and

(b) any areas beyond the territorial seas of the United States within which,
in accordance with international law and its domestic laws, the United States
may exercise rights with respect to the sea-bed and subsoil and the natural
resources of those areas.

For the purposes of the definition of “Canadian issue” in the first paragraph,
a newspaper issue is a Canadian issue of that newspaper even if the type for
the advertisements and features is not set in Canada and if the comics
supplements of that issue are not printed in Canada.
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For the purposes of subparagraph ii of paragraph e of the definition of
“Canadian newspaper” in the first paragraph, the following rules apply :

(a) where shares of a class of the capital stock of a corporation are owned,
or deemed under this paragraph to be owned, at any time by another corporation,
other than a public corporation a class or classes of shares of the capital stock
of which are listed on a Canadian stock exchange, each shareholder of that
other corporation shall be deemed to own at that time that proportion of the
number of such shares of that class that the fair market value of the shares of
the capital stock of the other corporation owned at that time by the shareholder
is of the fair market value of all the issued shares of the capital stock of the
other corporation outstanding at that time; and

(b) where at any time shares of a class of the capital stock of a corporation
are owned, or deemed under this paragraph to be owned, by a partnership,
each member of the partnership shall be deemed to own at that time the least
proportion of the number of such shares of that class that the member’s share
of the income or loss of the partnership from any source for its fiscal period
that includes that time is of the income or loss of the partnership from that
source for its fiscal period that includes that time.

For the purposes of subparagraph b of the third paragraph, where the
income and loss of a partnership from any source for a fiscal period are nil, the
partnership shall be deemed to have had income from that source for that
fiscal period in the amount of $1,000,000.”

(2) Subsection 1 applies in respect of advertisements placed in an issue
dated after 31 May 2000.

33. (1) The said Actis amended by inserting the following after section 159:

“159.1. Where the right to produce or publish a newspaper is held by a
person, partnership, association or society described in the definition of
“Canadian newspaper” in section 159 on behalf of a trust or an estate, the
newspaper is not a Canadian newspaper unless each beneficiary under the
trust or estate is a person, partnership, association or society described in that
definition.

“159.2. A newspaper is deemed to be a Canadian newspaper until the
end of the twelfth month that follows the month in which it would, but for this
section, cease to be a Canadian newspaper.

“159.3. Where at any time one or more persons or entities that are not
described in any of paragraphs a to e of the definition of “Canadian newspaper”
in section 159 have any direct or indirect influence that, if exercised, would
result in control in fact of a person or entity that holds a right to produce or
publish issues of a newspaper, the newspaper is deemed not to be a Canadian
newspaper at that time.
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“1539.4. Incomputing income, no deduction shall be made by a taxpayer
in respect of an otherwise deductible outlay or expense of the taxpayer for
advertising space in an issue of a newspaper for an advertisement directed
primarily to a market in Canada unless

(a) the issue is a Canadian issue of a Canadian newspaper ; and

(b) the issue would be a Canadian issue of a Canadian newspaper were it
not that the issue was typeset or printed entirely in the United States or partly
in the United States and partly in Canada.

“1539.3. Section 159.4 does not apply in respect of an advertisement in
a special issue or edition of a newspaper that is edited in whole or in part and
printed and published outside Canada if that special issue or edition is devoted
to features or news related primarily to Canada and the publishers thereof
publish such issue or edition not more frequently than twice a year.

“82. — Periodicals

“159.6. In this subdivision,

“advertisement directed at the Canadian market” has the meaning assigned
by subsection 1 of section 19.01 of the Income Tax Act (Revised Statutes of
Canada, 1985, chapter 1, 5th Supplement);

“author” includes a writer, a journalist, an illustrator and a photographer ;

“original editorial content” of an issue of a periodical means non-advertising
content

(a) the author of which is a Canadian citizen or a permanent resident
within the meaning of the Immigration Act (Revised Statutes of Canada, 1985,

chapter I-2); or

(b) that is created for the Canadian market and has not been published in
any other edition of that issue published outside Canada;

“periodical” has the meaning assigned by subsection 1 of section 19.01 of
the Income Tax Act.

For the purposes of the definition of “original editorial content” in the first
paragraph, the following rules apply:

(@) where an issue of a periodical is published in several versions, each
version is an edition of that issue ; and

(b) where an issue of a periodical is published in only one version, that
version is an edition of that issue.
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“139.79. A taxpayer may deduct in computing income, in respect of an
outlay or expense of the taxpayer for advertising space in an issue of a
periodical for an advertisement directed at the Canadian market, only 1/2 of
the amount of that outlay or expense if

(a) the space occupied by the original editorial content in the issue is less
than 80% of the space occupied by the total non-advertising content in the
issue; and

(b) the outlay or expense would, but for this section, be deductible in
computing the taxpayer’s income.

“§3. — Broadcasting
“159.8. In this subdivision,

“foreign broadcasting undertaking” means a broadcasting undertaking or a
network operation located outside Canada or on a ship or aircraft not registered
in Canada;

“operation of a broadcasting network” includes any activity involving two
or more broadcasting undertakings whereby control over all or any part of the
programs or program schedules of any of the broadcasting undertakings is
delegated to a network operator.

“1539.9. Incomputing income, no deduction shall be made by a taxpayer
in respect of an outlay or expense of the taxpayer for an advertisement
directed primarily to a market in Canada and broadcast by a foreign broadcasting
undertaking.”

(2) Subsection 1 applies

(1) except where it enacts subdivision 3 of Division XI of Chapter III of
Title IIT of Book III of Part I of the said Act, in respect of an advertisement in
an issue dated after 31 May 2000 ; and

(2) where it enacts subdivision 3 of Division XI of Chapter III of Title III of
Book III of Part I of the said Act, in respect of an outlay or expense made or
incurred after 31 May 2000.

34. (1) Section 170 of the said Act is replaced by the following section:

“170. The proportion to which section 169 refers is the proportion that
the amount referred to in the second paragraph is of the average, in this section
referred to as the “average outstanding debts”, of all amounts each of which is,
in respect of a month that ends in the year, the greatest amount at any time in
the month of the corporation’s outstanding debts to specified persons not
resident in Canada.
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The amount to which the first paragraph refers is equal to the amount by
which the corporation’s average outstanding debts for the year exceeds the
amount equal to twice the total of

(a) the retained earnings of the corporation at the beginning of the year,
except to the extent that those earnings include retained earnings of any other
corporation;;

(b) the average of all amounts each of which is the corporation’s contributed
surplus at the beginning of a month that ends in the year, to the extent that it
was contributed by a specified shareholder not resident in Canada of the
corporation ; and

(c) the average of all amounts each of which is the corporation’s paid-up
capital at the beginning of a month that ends in the year, excluding the paid-up
capital in respect of shares of any class of the capital stock of the corporation
owned by a person other than a specified shareholder not resident in Canada of
the corporation.”

(2) Subsection 1 applies to taxation years that begin after 31 December
2000.

33. (1) Section 172 of the said Act is amended by replacing the portion
before subparagraph a of the first paragraph by the following:

“172. Notwithstanding any other provision of this Part, other than
section 173.1, for the purposes of this section and sections 169 to 171 and
174,”.

(2) Subsection 1 applies to taxation years that begin after 31 December
2000.

36. (1) Section 173 of the said Act is repealed.

(2) Subsection 1 applies to taxation years that begin after 31 December
2000.

37. (1) Section 173.1 of the said Act is amended by replacing the portion
before paragraph a by the following :

“1d3.1. For the purposes of this section and sections 169 to 172 and
174, where a person would, but for this section, be a specified shareholder of a
corporation at any time, the person is deemed not to be a specified shareholder
of the corporation at that time if”.

(2) Subsection 1 applies to taxation years that begin after 31 December
2000.
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38. Section 175.1.1 of the said Act, amended by section 27 of chapter 7 of
the statutes of 2001, is again amended

(1) by striking out “referred to therein” in the English text of the portion of
the second paragraph before subparagraph a;

(2) by striking out “y visé” in the French text of subparagraph a of the
second paragraph;

(3) by replacing subparagraph b of the second paragraph of the French text
by the following subparagraph:

“b) le paiement est soit un paiement conditionnel a I’usage d’un bien ou a
la production qui en découle ou établi en fonction d’un tel usage ou d’une telle
production, soit un paiement calculé en fonction des recettes, du profit, du
flux de trésorerie, du prix des marchandises ou de tout autre critére semblable,
soit un paiement calculé en fonction des dividendes payés ou a payer aux
actionnaires d’une catégorie quelconque d’actions du capital-actions d’une
société.”

39. (1) Section 176 of the said Act, amended by section 28 of chapter 7 of
the statutes of 2001, is again amended

(1) by replacing the portion before subparagraph a of the first paragraph by
the following:

“176. Subject to section 176.1, a taxpayer may deduct such part of an
amount, other than an amount referred to in the second paragraph, that is not
otherwise deductible in computing the income of the taxpayer and that is an
expense incurred by the taxpayer in the year or a preceding taxation year” ;

(2) by replacing the second paragraph by the following paragraph:
“The amount to which the first paragraph refers is

(a) an amount paid or payable as or on account of the principal amount of a
debt obligation or interest in respect of a debt obligation;

(b) an amount that is contingent or dependent on the use of, or production
from, property ; or

(¢) an amount that is computed by reference to revenue, profit, cash flow,
commodity price or any other similar criterion or by reference to dividends
paid or payable to shareholders of any class of shares of the capital stock of a
corporation.”

(2) Subsection 1 applies in respect of expenses incurred by a taxpayer after

30 November 1999, other than expenses incurred pursuant to a written
agreement made by the taxpayer before 1 December 1999.
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60. Section 176.5 of the French text of the said Act is amended by replacing
paragraphs a and b by the following paragraphs:

“a) soit un paiement conditionnel a ’usage d’un bien ou a la production
qui en découle ou établi en fonction d’un tel usage ou d’une telle production;

“b) soit un paiement calculé en fonction des recettes, du profit, du flux de
trésorerie, du prix des marchandises ou de tout autre critere semblable;”.

61. (1) Section 179 of the said Act is amended by replacing “3/4” wherever
it appears in paragraph b of subsection 1 by “1/2”.

(2) Subsection 1 applies in respect of amounts that become payable after
27 February 2000. However, where amounts become payable after that date
and before 18 October 2000, paragraph b of subsection 1 of section 179 of the
said Act shall be read as if the reference to the fraction “1/2”, wherever it
appears, were a reference to the fraction “2/3”.

62. (1) Section 188 of the said Act is amended
(1) by replacing paragraph c by the following paragraph:

“(c) for the purposes of subparagraph i of subparagraph a of the second
paragraph of section 107, the amount deducted by the taxpayer by reason of
paragraph a is deemed to be an amount deducted under paragraph b of
section 130 in computing the taxpayer’s income from the business for the
taxation year that includes that time ; and”;

(2) by replacing “aux fins” in the French text of paragraph d by “pour
I’application”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
63. (1) Section 189 of the said Act is amended

(1) by replacing “under subparagraph i of paragraph b of section 107" in
paragraph b by “under subparagraph a of the second paragraph of section 107”;

(2) by replacing paragraphs c and d by the following paragraphs:

“(c) for the purpose of computing the eligible intangible capital amount in
respect of the business of the spouse or corporation after that time, an amount
equal to the amount determined under subparagraph a of the second paragraph
of section 107 in respect of the business of the individual at that time shall be
added to the amount otherwise determined under subparagraph i of that
subparagraph a; and

“(d) for the purpose of computing after that time, in respect of any
subsequent disposition of property of the business, the amount to be included
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under paragraph b of section 105 in computing the income of the spouse or
corporation, an amount equal to the amount determined under subparagraph ii
of subparagraph a of the second paragraph of section 107 in respect of the
business of the individual immediately before the individual ceases carrying
on business shall be added to the amount otherwise determined under that
subparagraph ii.”

(2) Paragraph 1 of subsection 1 applies to taxation years that end after
27 February 2000, except where the time of the deemed acquisition is in a
taxation year of the individual that ends before 28 February 2000.

(3) Paragraph 2 of subsection 1 applies to taxation years that end after
27 February 2000. However,

(1) where paragraph c of section 189 of the said Act applies in respect of a
time referred to in that paragraph that is in a taxation year of the individual
that ends before 28 February 2000, that paragraph shall be read as follows:

“(c¢) for the purpose of computing the eligible intangible capital amount in
respect of the business of the spouse or corporation after that time, an amount
equal to the amount determined under subparagraph i of paragraph b of
section 107 in respect of the business of the individual at that time shall be
added to the amount otherwise determined under subparagraph i of
subparagraph a of the second paragraph of that section; and”;

(2) where paragraph d of section 189 of the said Act applies in respect of
the time immediately before the time the individual ceases carrying on the
individual’s business and which is in a taxation year of the individual that ends
before 28 February 2000, that paragraph shall be read as follows:

“(d) for the purpose of computing after that time, in respect of any
subsequent disposition of property of the business, the amount to be included
under paragraph b of section 105 in computing the income of the spouse or
corporation, an amount equal to the amount determined under subparagraph 2
of subparagraph i of paragraph b of section 107 in respect of the business of
the individual immediately before the individual ceases carrying on business
shall be added to the amount otherwise determined under subparagraph ii of
subparagraph a of the second paragraph of that section.”

64. (1) Section 231 of the said Act, amended by section 29 of chapter 51 of
the statutes of 2001, is again amended by replacing the first paragraph by the
following paragraph:

“231. Subject to sections 231.0.1 to 231.2, a taxable capital gain, an
allowable capital loss or an allowable business investment loss is equal to 1/2
of the capital gain, 1/2 of the capital loss or 1/2 of the business investment
loss, as the case may be, from the disposition of property.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
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65. (1) The said Act is amended by inserting the following sections after
section 231 :

“231.0.1. For the purposes of the first paragraph of section 231 in
respect of a taxpayer for any following taxation year of the taxpayer, the
references to the fraction “1/2” in that paragraph shall be read as a reference to
the following fraction:

(a) if the taxation year begins after 28 February 2000 and ends before
18 October 2000, 2/3;

(b) if the taxation year includes 28 February 2000 but does not include
18 October 2000,

i. 3/4, where the amount of the taxpayer’s net capital gains from dispositions
of property in the period that begins at the beginning of the year and ends on
27 February 2000, in this paragraph referred to as the “first period”, exceeds
the amount of the taxpayer’s net capital losses from dispositions of property in
the period that begins on 28 February 2000 and ends at the end of the year, in
this paragraph referred to as the “second period”,

ii. 3/4, where the amount of the taxpayer’s net capital losses from
dispositions of property in the first period exceeds the amount of the taxpayer’s
net capital gains from dispositions of property in the second period,

iii. 2/3, where the amount of the taxpayer’s net capital gains from
dispositions of property in the first period is less than the amount of the
taxpayer’s net capital losses from dispositions of property in the second
period,

iv. 2/3, where the amount of the taxpayer’s net capital losses from
dispositions of property in the first period is less than the amount of the
taxpayer’s net capital gains from dispositions of property in the second period,

v. the fraction determined under section 231.0.2, where the taxpayer has
only net capital gains, or only net capital losses, from dispositions of property
in each of the first and second periods,

vi. 2/3, where the net capital gains and net capital losses of the taxpayer for
the year are nil, and

vii. 2/3, in any other case;

(c) if the taxation year begins after 27 February 2000 and includes
18 October 2000,

i. 2/3, where the amount of the taxpayer’s net capital gains from dispositions

of property in the period that begins at the beginning of the year and ends on
17 October 2000, in this paragraph referred to as the “first period”, exceeds
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the amount of the taxpayer’s net capital losses from dispositions of property in
the period that begins on 18 October 2000 and ends at the end of the year, in
this paragraph referred to as the “second period”,

ii. 2/3, where the amount of the taxpayer’s net capital losses from
dispositions of property in the first period exceeds the amount of the taxpayer’s
net capital gains from dispositions of property in the second period,

iii. 1/2, where the amount of the taxpayer’s net capital gains from
dispositions of property in the first period is less than the amount of the
taxpayer’s net capital losses from dispositions of property in the second
period,

iv. 1/2, where the amount of the taxpayer’s net capital losses from
dispositions of property in the first period is less than the amount of the
taxpayer’s net capital gains from dispositions of property in the second period,

v. the fraction determined under section 231.0.3, where the taxpayer has
only net capital gains, or only net capital losses, from dispositions of property
in each of the first and second periods,

vi. 1/2, where the net capital gains and net capital losses of the taxpayer for
the year are nil, and

vii. 1/2, in any other case; and
(d) if the taxation year includes 27 February 2000 and 18 October 2000,

i. 3/4, where the amount by which the amount of the taxpayer’s net capital
gains from dispositions of property in the period that begins at the beginning
of the year and ends on 27 February 2000, in this paragraph referred to as the
“first period”, exceeds the amount of the taxpayer’s net capital losses from
dispositions of property in the period that begins on 28 February 2000 and
ends on 17 October 2000, in this paragraph referred to as the “second period”,
exceeds the amount of the taxpayer’s net capital losses from dispositions of
property in the period that begins on 18 October 2000 and ends at the end of
the year, in this paragraph referred to as the “third period”,

ii. 3/4, where the amount by which the amount of the taxpayer’s net capital
losses from dispositions of property in the first period exceeds the amount of
the taxpayer’s net capital gains from dispositions of property in the second
period, exceeds the amount of the taxpayer’s net capital gains from dispositions
of property in the third period,

iii. 2/3, where the amount by which the amount of the taxpayer’s net
capital gains from dispositions of property in the second period exceeds the
amount of the taxpayer’s net capital losses from dispositions of property in the
first period, exceeds the amount of the taxpayer’s net capital losses from
dispositions of property in the third period,
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iv. 2/3, where the amount by which the amount of the taxpayer’s net capital
losses from dispositions of property in the second period exceeds the amount
of the taxpayer’s net capital gains from dispositions of property in the first
period, exceeds the amount of the taxpayer’s net capital gains from dispositions
of property in the third period,

v. the fraction determined under section 231.0.4, where the taxpayer has
net capital gains in each of the first and second periods and the total amount of
those net capital gains in those periods exceeds the amount of the taxpayer’s
net capital losses in the third period,

vi. the fraction determined under section 231.0.5, where the taxpayer has
net capital losses in each of the first and second periods and the total amount
of those net capital losses in those periods exceeds the amount of the taxpayer’s
net capital gains in the third period,

vii. the fraction determined under section 231.0.6, where the taxpayer has
only net capital gains, or only net capital losses, from dispositions of property
in each of the first, second and third periods,

viii. the fraction determined under section 231.0.7, where the amount of
the taxpayer’s net capital gains from dispositions of property in the first period
exceeds the amount of the taxpayer’s net capital losses from dispositions of
property in the second period and the taxpayer has net capital gains from
dispositions of property in the third period,

ix. the fraction determined under section 231.0.8, where the amount of the
taxpayer’s net capital losses from dispositions of property in the first period
exceeds the amount of the taxpayer’s net capital gains from dispositions of
property in the second period and the taxpayer has net capital losses from
dispositions of property in the third period,

x. the fraction determined under section 231.0.9, where the amount of the
taxpayer’s net capital gains from dispositions of property in the second period
exceeds the amount of the taxpayer’s net capital losses from dispositions of
property in the first period and the taxpayer has net capital gains from
dispositions of property in the third period,

xi. the fraction determined under section 231.0.10, where the amount of
the taxpayer’s net capital losses from dispositions of property in the second
period exceeds the amount of the taxpayer’s net capital gains from dispositions
of property in the first period and the taxpayer has net capital losses from
dispositions of property in the third period, and

xii. 1/2, in any other case.
“231.0.2. The fraction referred to in subparagraph v of paragraph b of

section 231.0.1 in respect of a taxation year of a taxpayer is determined by the
formula
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[(Ax3/4)+ (B x2/3)]/ (A +B).
In the formula provided for in the first paragraph,

(@) A is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins at the beginning
of the year and ends on 27 February 2000; and

(b) B is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins on 28 February
2000 and ends at the end of the year.

“231.0.3. The fraction referred to in subparagraph v of paragraph ¢ of
section 231.0.1 in respect of a taxation year of a taxpayer is determined by the
formula

[(Ax2/3)+ (B x1/2)]/ (A + B).
In the formula provided for in the first paragraph,

(a) A is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins at the beginning
of the year and ends on 17 October 2000 ; and

(b) B is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins on 18 October
2000 and ends at the end of the year.

“231.0.4. The fraction referred to in subparagraph v of paragraph d of
section 231.0.1 in respect of a taxation year of a taxpayer is determined by the
formula

[(Ax3/4)+ (B x2/3)]/ (A +B).

In the formula provided for in the first paragraph,

(a) Ais the taxpayer’s net capital gains from dispositions of property in the
period that begins at the beginning of the year and ends on 27 February 2000 ;

and

(b) B isthe taxpayer’s net capital gains from dispositions of property in the
period that begins on 28 February 2000 and ends on 17 October 2000.

“231.0.5. The fraction referred to in subparagraph vi of paragraph d of

section 231.0.1 in respect of a taxation year of a taxpayer is determined by the
formula

[(Ax3/4)+ (B x2/3)]/ (A +B).
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In the formula provided for in the first paragraph,

(@) A is the taxpayer’s net capital losses from dispositions of property in
the period that begins at the beginning of the year and ends on 27 February
2000; and

(b) B is the taxpayer’s net capital losses from dispositions of property in
the period that begins on 28 February 2000 and ends on 17 October 2000.

“231.0.6. The fraction referred to in subparagraph vii of paragraph d
of section 231.0.1 in respect of a taxation year of a taxpayer is determined by
the formula

[(Ax3/4)+ (B x2/3)+(Cx1/2)]/(A+B +C).
In the formula provided for in the first paragraph,

(a) A is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins at the beginning
of the year and ends on 27 February 2000 ;

(b) B is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins on 28 February
2000 and ends on 17 October 2000 ; and

(c¢) C is the taxpayer’s net capital gains or net capital losses, as the case
may be, from dispositions of property in the period that begins on 18 October
2000 and ends at the end of the year.

“231.0.7. The fraction referred to in subparagraph viii of paragraph d
of section 231.0.1 in respect of a taxation year of a taxpayer is determined by
the formula

[(Ax3/4)+ (B x1/2)]/ (A + B).
In the formula provided for in the first paragraph,

(a) A isthe amount by which the amount of the taxpayer’s net capital gains
from dispositions of property in the period that begins at the beginning of the
year and ends on 27 February 2000 exceeds the amount of the taxpayer’s net
capital losses from dispositions of property in the period that begins on
28 February 2000 and ends on 17 October 2000 ; and

(b) B is the taxpayer’s net capital gains from dispositions of property in the
period that begins on 18 October 2000 and ends at the end of the year.

“231.0.8. The fraction referred to in subparagraph ix of paragraph d of
section 231.0.1 in respect of a taxation year of a taxpayer is determined by the
formula
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[(Ax3/4)+ (B x1/2)]/ (A +B).
In the formula provided for in the first paragraph,

(a) A is the amount by which the amount of the taxpayer’s net capital
losses from dispositions of property in the period that begins at the beginning
of the year and ends on 27 February 2000 exceeds the amount of the taxpayer’s
net capital gains from dispositions of property in the period that begins on
28 February 2000 and ends on 17 October 2000 ; and

(b) B is the taxpayer’s net capital losses from dispositions of property in
the period that begins on 18 October 2000 and ends at the end of the year.

“231.0.9. The fraction referred to in subparagraph x of paragraph d of
section 231.0.1 in respect of a taxation year of a taxpayer is determined by the
formula

[(Ax2/3)+ (B x1/2)] /(A + B).
In the formula provided for in the first paragraph,

(a) A isthe amount by which the amount of the taxpayer’s net capital gains
from dispositions of property in the period that begins on 28 February 2000
and ends on 17 October 2000 exceeds the amount of the taxpayer’s net capital
losses from dispositions of property in the period that begins at the beginning
of the year and ends on 27 February 2000 ; and

(b) B is the taxpayer’s net capital gains from dispositions of property in the
period that begins on 18 October 2000 and ends at the end of the year.

“231.0.10. The fraction referred to in subparagraph xi of paragraph d
of section 231.0.1 in respect of a taxation year of a taxpayer is determined by
the formula

[(Ax2/3)+ (B x1/2)]/ (A + B).
In the formula provided for in the first paragraph,

(a) A is the amount by which the amount of the taxpayer’s net capital
losses from dispositions of property in the period that begins on 28 February
2000 and ends on 17 October 2000 exceeds the amount of the taxpayer’s net
capital gains from dispositions of property in the period that begins at the
beginning of the year and ends on 27 February 2000 ; and

(b) B is the taxpayer’s net capital losses from dispositions of property in
the period that begins on 18 October 2000 and ends at the end of the year.

“231.0.11. For the purpose of determining which fraction in
paragraphs a to d of section 231.0.1 applies to a taxpayer for a taxation year,
the following rules apply:
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(a) the net capital gains of the taxpayer from dispositions of property in a
period is the amount by which the taxpayer’s capital gains from dispositions
of property in the period exceed the taxpayer’s capital losses from dispositions
of property in the period;

(b) the net capital losses of the taxpayer from dispositions of property in a
period is the amount by which the taxpayer’s capital losses from dispositions
of property in the period exceed the taxpayer’s capital gains from dispositions
of property in the period;

(c) the net amount included as a capital gain of the taxpayer for a taxation
year from a disposition to which section 231.1 or 231.2 applies is deemed to
be equal to 1/2 of the capital gain;

(d) the net amount included as a capital gain of the taxpayer for a particular
taxation year from a disposition of property in a preceding taxation year as a
consequence of the application of the second paragraph of section 234 is
deemed to be a capital gain of the taxpayer from a disposition of property on
the first day of the particular year;

(e) each capital loss that is a business investment loss shall be determined
without reference to sections 264.4 and 264.5;

(f) where an amount is included in computing the income of the taxpayer
for the year by reason of section 485.13 in respect of a commercial obligation
that is settled, the amount that would be determined by the formula provided
for in the first paragraph of that section in respect of the obligation, if the value
of E in that formula were 1, is deemed to be a capital gain of the taxpayer from
a disposition of property on the day on which the settlement occurs ;

(g) the capital gains and losses of the taxpayer from dispositions of property,
other than taxable Canadian property, while the taxpayer is not resident in
Canada are deemed to be nil;

(h) where an election is made by a taxpayer for a year under paragraph d of
section 668.5 or any of sections 668.6, 1106.0.3, 1106.0.5, 1113.3, 1113.4,
1116.3 and 1116.5, the portion of the taxpayer’s net capital gains for the year
that are to be treated as being in respect of capital gains from dispositions of
property that occurred in a particular period in the year is that proportion of
those net capital gains that the number of days in the particular period is of the
number of days in the year;

(i) where the election made for the year under paragraph d of section 668.5,
or section 668.6, was made by a personal trust, the portion of the taxpayer’s
net capital gains for the year that are to be treated as being in respect of capital
gains from dispositions of property that occurred in a particular period in the
year is that proportion of those net capital gains that the number of days in the
particular period is of the number of days that are in all periods in the year in
which a net gain was realized;
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(j) where an amount is designated under section 668 in respect of a
beneficiary by a trust in respect of the net taxable capital gains of the trust for
a taxation year of the trust and the trust does not elect under paragraph d of
section 668.5, for the year, the deemed gains of the beneficiary referred to in
section 668.5 are deemed to have been realized in each period in the year in a
proportion that is equal to the same proportion that the net capital gains of the
trust realized by the trust in that period is of the aggregate of the net capital
gains realized by the trust in the year;

(k) where in the course of administering the estate of a deceased taxpayer,
a capital loss from a disposition of property by the legal representative of the
deceased taxpayer is deemed under paragraph a of section 1054 to be a capital
loss of the deceased taxpayer from the disposition of property by the taxpayer
in the taxpayer’s last taxation year and not to be a capital loss of the estate, the
capital loss is deemed to be from the disposition of a property by the taxpayer
immediately before the taxpayer’s death;

(I) each capital gain referred to in paragraph a of section 668.5 in respect of
a beneficiary shall be determined as if no amount had been claimed by the
beneficiary for the purposes of that paragraph;

(m) where no capital gains are realized or capital losses sustained in a
period, the amount of net capital gains or losses for that period is deemed to be
nil ;

(n) the net amount included as a capital gain of a taxpayer for a taxation
year because of the granting of an option in respect of which section 294
applies is deemed to be a capital gain of the taxpayer from a disposition of
property on the day on which the option was granted ;

(o) the net amount included under section 295 as a capital gain of a
corporation for a taxation year because of the expiration of an option that was
granted by the corporation is deemed to be a capital gain of the corporation
from a disposition of property on the day on which the option expired ;

(p) the net amount included under section 295.1 as a capital gain of a trust
for a taxation year because of the expiration of an option that was granted by
the trust is deemed to be a capital gain of the trust from a disposition of
property on the day on which the option expired ; and

(¢) the net amount included as a capital gain of a taxpayer for a taxation
year by reason of sections 296 and 296.1 is deemed to be a capital gain of the
taxpayer from a disposition of property on the day on which the option was
exercised.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where paragraph c of section 231.0.11 of the said Act applies to
taxation years that end before 15 March 2000, it shall be read as if the
reference to “section 231.1 or 231.2” were a reference to “section 231.2”.
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66. (1) Section 231.1 of the said Act, enacted by section 30 of chapter 51
of the statutes of 2001, is amended by replacing the portion before paragraph b
by the following:

“231.1. The taxable capital gain for a taxation year from the disposition
of a property after 14 March 2000 and before 1 January 2002 is, subject to
section 231.3, equal to 1/4 of the capital gain from the disposition of the
property where the disposition is

(a) a gift made to a qualified donee, other than a private foundation, of a
property that is

i. a share, debt or right listed on a Canadian stock exchange or a foreign
stock exchange,

ii. a share of the capital stock of a mutual fund corporation,
iii. a unit of a mutual fund trust,

iv. an interest in a trust created in respect of a segregated fund, within the
meaning of section 851.2, or

v. a bond, debenture, note, obligation secured by hypothec or mortgage or
similar obligation of or guaranteed by the Government of Canada or of the
government of a province or a mandatary or an agent of that government; or”.

(2) Subsection 1 applies in respect of gifts made after 14 March 2000.

67. (1) The said Act is amended by inserting the following sections after
section 231.1, enacted by section 30 of chapter 51 of the statutes of 2001 :

“231.2. The taxable capital gain for a taxation year from the disposition
of a property is, subject to section 231.3, equal to 1/4 of the capital gain from
the disposition of the property where the disposition is

(a) a gift made to a qualified donee, other than a private foundation, of a
property described, in respect of the taxpayer, in section 710.0.1 or in the
definition of “qualified property” in the first paragraph of section 752.0.10.1;
or

(b) a deemed disposition by reason of the application of Division III of
Chapter III of Title VII of Book III, the property is that of a deceased
individual and the individual is deemed, pursuant to section 752.0.10.10, to
have made a gift referred to in paragraph a in respect of the property.

“231.3. For the purposes of sections 231.1 and 231.2, where the taxation
year of the donor includes 28 February 2000 or 17 October 2000, or begins
after 28 February 2000 and ends before 17 October 2000, the fraction “1/4” in
the portion before paragraph a of either of those sections shall be replaced by
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the fraction obtained by multiplying the fraction in paragraphs a to d of
section 231.0.1 that applies to the donor for the year by 1/2.”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.
However, where section 231.3 of the said Act applies in respect of gifts made
before 15 March 2000, the references to “sections 231.1 and 231.2” and
“either of those sections” shall be read as references to “section 231.2” and
“that section”, respectively.

638. (1) Section 234.0.1 of the said Act is amended by striking out “, as
defined in paragraph b of section 985.1,” in the portion before paragraph a.

(2) Subsection 1 has effect from 1 January 1999.
69. (1) Section 241 of the said Act is replaced by the following section:

“241. A loss from the disposition of a property shall not be allowed
where the disposition was in favour of

(a) a trust governed by a registered retirement income fund, a deferred
profit sharing plan or a profit sharing plan under which the taxpayer is a
beneficiary or immediately after the disposition becomes a beneficiary ; or

(b) a trust governed by a registered retirement savings plan under which
the taxpayer or the taxpayer’s spouse is an annuitant or becomes, within
60 days after the end of the year, an annuitant.”

(2) Subsection 1 applies from the taxation year 1998.

70. (1) Section 247.2 of the said Act, amended by section 30 of chapter 7
of the statutes of 2001, is again amended

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

“247.2. Where, at any time in a taxation year, an individual owns
capital property that is a share of a class of the capital stock of a corporation
that, at that time, is a small business corporation and, immediately after that
time, ceases to be a small business corporation because a class of the shares of
its capital stock or the capital stock of another corporation is listed on a
Canadian stock exchange or a foreign stock exchange and the individual
makes a valid election under subsection 1 of section 48.1 of the Income Tax
Act (Revised Statutes of Canada, 1985, chapter 1, 5th Supplement) in respect
of the share, the individual is deemed, except for the purposes of Division VI
of Chapter II of Title II, Division IX of Chapter V of Title III and section 725.3,”;

(2) by replacing subparagraph ii of paragraph a by the following
subparagraph:
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ii. such amount as is designated under subparagraph ii of paragraph c of
subsection 1 of section 48.1 of the Income Tax Act in respect of the share, not
exceeding the fair market value of the share at that time, and”.

(2) Paragraph 1 of subsection 1, except where it inserts “or the capital
stock of another corporation” in the portion of section 247.2 of the said Act
before paragraph a, and paragraph 2 of that subsection 1 apply

(1) in respect of an individual who makes, after 5 July 2001, a valid
election under subsection 1 of section 48.1 of the Income Tax Act (Revised
Statutes of Canada, 1985, chapter 1, 5th Supplement) in respect of a share
even if the individual made, before 6 July 2001, the election under the portion
of section 247.2 of the Taxation Act before paragraph a, amended by paragraph 1
of subsection 1, in respect of the share; or

(2) in respect of an individual who has made, before 6 July 2001, a valid
election under subsection 1 of section 48.1 of the Income Tax Act in respect of
a share and who did not make, before that date, the election under the portion
of section 247.2 of the Taxation Act before paragraph a, amended by paragraph 1
of subsection 1, in respect of the share if the individual elects by notifying the
Minister of Revenue in writing at the latest on the individual’s filing-due date
for the individual’s taxation year that includes (insert the date of assent to this
Act) to have the portion of that section 247.2 before paragraph a, amended by
paragraph 1 of subsection 1, apply in respect of the share.

(3) Paragraph 1 of subsection 1, where it inserts “or the capital stock of
another corporation” in the portion of section 247.2 of the said Act before
paragraph a, applies in respect of a corporation that ceases to be a small
business corporation after 31 December 1999. In addition, where a corporation
ceases to be a Canadian-controlled private corporation in a taxation year
solely by reason of the application of subsection 1 of section (insert the
number of the section in this Act that amends section 21.19 of the Taxation
Act), an individual who made, before 6 July 2001, the election under the
portion of section 247.2 of the said Act before paragraph a, amended by
paragraph 1 of subsection 1, in the prescribed form in respect of the share for
the taxation year 1999 or 2000 is deemed to have made the election at the
latest on the individual’s filing-due date for that taxation year.

71. (1) The said Act is amended by inserting the following section after
section 247.2:

“247.2.1. Anindividual who makes a valid election under subsection 1
of section 48.1 of the Income Tax Act (Revised Statutes of Canada, 1985,
chapter 1, S5th Supplement) in respect of a share referred to in section 247.2,
shall file with the Minister the prescribed form along with a copy of every
document sent to the Minister of National Revenue in connection with that
election and, as the case may be, an estimate by the individual of the penalty
under section 247.5.”
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(2) Subsection 1 applies

(1) in respect of an individual who makes, after 5 July 2001, a valid
election under subsection 1 of section 48.1 of the Income Tax Act (Revised
Statutes of Canada, 1985, chapter 1, 5th Supplement) in respect of a share
referred to in section 247.2 of the Taxation Act even if the individual made,
before 6 July 2001, the election under the portion of section 247.2 of the said
Act before paragraph a, amended by paragraph 1 of subsection 1 of section
(insert the number of the section in this Act that amends section 247.2 of the
Taxation Act), in respect of the share; or

(2) in respect of an individual who made, before 6 July 2001, a valid
election under subsection 1 of section 48.1 of the Income Tax Act in respect of
a share referred to in section 247.2 of the Taxation Act and who did not make,
before that date, the election under the portion of section 247.2 of the said Act
before paragraph a, amended by paragraph 1 of subsection 1 of section (insert
the number of the section in this Act that amends section 247.2 of the Taxation
Act), in respect of the share if the individual elects by notifying the Minister of
Revenue in writing at the latest on the individual’s filing-due date for the
individual’s taxation year that includes (insert the date of assent to this Act) to
have the portion of that section 247.2 before paragraph a, amended by
paragraph 1 of subsection 1 of section (insert the number of the section in this
Act that amends section 247.2 of the Taxation Act), apply in respect of the
share.

72. (1) Sections 247.3 and 247.4 of the said Act are repealed.

(2) Subsection 1 has effect from 6 July 2001.

73. (1) Section 247.5 of the said Act is amended by replacing the portion
before paragraph b by the following:

“24'7.5. For the purposes of section 247.2.1, where an individual makes
a valid election for a taxation year in respect of a share, under subsection 1 of
section 48.1 of the Income Tax Act (Revised Statutes of Canada, 1985,
chapter 1, 5th Supplement), and the individual files with the Minister, after the
individual’s filing-due date for the year, the prescribed form along with a copy
of every document sent to the Minister of National Revenue in connection
with that election, the individual is required to pay a penalty equal to the lesser
of

(a) 0.25% of the amount by which the proceeds of disposition, determined
under section 247.2, of the share exceed the amount referred to in subparagraph i
of paragraph a of that section in respect of the share, for each month or part of
a month during the period beginning on the individual’s filing-due date for the
year and ending on the day on which the prescribed form and required
documents are filed with the Minister; and”.

60



(2) Subsection 1 applies in respect of an individual who makes, after 5 July
2001, a valid election under subsection 1 of section 48.1 of the Income Tax
Act (Revised Statutes of Canada, 1985, chapter 1, 5th Supplement) in respect
of a share, except where the election is made in the following circumstances :

(1) acorporation ceases to be a small business corporation after 31 December
1999 because the corporation ceases to be a Canadian-controlled private
corporation in a taxation year solely by reason of the application of subsection 1
of section (insert the number of the section in this Act that amends section 21.19
of the Taxation Act);

(2) the individual makes in respect of the share the election under
subsection 1 of section 48.1 of the Income Tax Act for the taxation year 1999
or 2000 at the latest on the individual’s filing-due date for the taxation year
2001;

(3) the individual files with the Minister of Revenue the prescribed form
along with a copy of every document sent to the Minister of National Revenue
in connection with the election at the latest on the individual’s filing-due date
for the taxation year (insert the year of assent to this Act).

74. (1) Section 247.6 of the said Act is replaced by the following section:
“247.6. The Minister shall examine with dispatch the prescribed form
and documents sent to the Minister under section 247.2.1, assess the penalty
payable and send a notice of assessment to the individual, who shall pay
forthwith to the Minister any unpaid balance of the penalty.”
(2) Subsection 1 has effect from 6 July 2001.
73. (1) Section 248 of the said Act is replaced by the following section:

“248. For the purposes of this Title, the disposition of property includes,
except as expressly otherwise provided,

(@) any transaction or event entitling to proceeds of disposition of the
property ;

(b) any transaction or event by which,
i. where the property is a share, bond, debenture, bill, obligation secured
by hypothec or mortgage, agreement of sale, debt or other similar property, or

an interest in it, the property is redeemed in whole or in part or is cancelled,

ii. where the property is a debt or any other right to receive an amount, the
debt or other right is settled or cancelled,

iii. where the property is a share, the share is converted because of an
amalgamation or merger,
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iv. where the property is an option to acquire or dispose of property, the
option expires, and

v. a trust, that can reasonably be considered to act as agent or mandatary
for all the beneficiaries under the trust with respect to all dealings with all of
the trust’s property, ceases to act as agent or mandatary for a beneficiary under
the trust in respect of any dealing with any of the trust’s property, unless the
trust is described in any of subparagraphs a to d of the third paragraph of
section 647 ;

(c) any transfer of the property to a trust or, where the property is property
of a trust, any transfer of the property to any beneficiary under the trust, except
as provided by subparagraphs b, ¢ and g of the second paragraph; and

(d) where the property is, or is part of, a taxpayer’s capital interest in a
trust, a payment after 31 December 1999 to the taxpayer from the trust that
can reasonably be considered to have been made because of the taxpayer’s
capital interest in the trust, except as provided by subparagraphs d and e of the
second paragraph.

The disposition of property does not include
(a) any transfer of the property as a consequence of which there is no
change in the beneficial ownership of the property, except where the transfer

1S

i. from a person or a partnership to a trust for the benefit of the person or
the partnership,

ii. from a trust to a beneficiary under the trust, or
iii. from one trust maintained for the benefit of one or more beneficiaries
under the trust to another trust maintained for the benefit of the same

beneficiaries ;

(b) any transfer of the property as a consequence of which there is no
change in the beneficial ownership of the property, where

i. the transferor and the transferee are trusts,

ii. the transfer is not by a trust resident in Canada to a trust not resident in
Canada,

iii. the transferee does not receive the property as consideration for the
transferee’s right as a beneficiary under the transferor trust,

iv. the transferee holds no property immediately before the transfer, other
than property the cost of which is not included, for the purposes of this Part, in
computing a balance of undeducted outlays, expenses or other amounts in
respect of the transferee,
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v. the transferee does not file an election with the Minister on or before the
transferee’s filing-due date for its taxation year in which the transfer is made,
or on such later date as is acceptable to the Minister, that this subparagraph b

not apply,

vi. if the transferor is an amateur athlete trust, a cemetery care trust, an
employee trust, a trust referred to in section 851.25, a segregated fund trust
referred to in section 851.2, a trust referred to in paragraph c.4 of section 998
or a trust governed by an eligible funeral arrangement, a profit sharing plan, a
registered education savings plan or a registered supplementary unemployment
benefit plan, the transferee is the same type of trust, and

vii. the transfer results, or is part of a series of transactions or events that
results, in the transferor ceasing to exist and, immediately before the time of
the transfer or the beginning of that series, as the case may be, the transferee
never held any property or held only property having a nominal value;

(c) any transfer of the property where

i. the transferor is a trust governed by a registered retirement savings plan
or a trust governed by a registered retirement income fund,

ii. the transferee is a trust governed by a registered retirement savings plan
or a trust governed by a registered retirement income fund,

iii. the annuitant under the plan or fund that governs the transferor is also
the annuitant under the plan or fund that governs the transferee,

iv. the transferee holds no property immediately before the transfer, other
than property the cost of which is not included, for the purposes of this Part, in
computing a balance of undeducted outlays, expenses or other amounts in
respect of the transferee,

v. the transferee does not file an election with the Minister on or before the
transferee’s filing-due date for its taxation year in which the transfer is made,
or on such later date as is acceptable to the Minister, that this subparagraph c
not apply, and

vi. the transfer results, or is part of a series of transactions or events that
results, in the transferor ceasing to exist and, immediately before the time of
the transfer or the beginning of that series, as the case may be, the transferee
never held any property or held only property having a nominal value;

(d) where the property is part of a capital interest of a taxpayer in a trust,
other than a personal trust or a trust prescribed for the purposes of section 688,
that is described by reference to units issued by the trust, a payment after
31 December 1999 from the trust in respect of the capital interest, where the
number of units in the trust that are owned by the taxpayer is not reduced
because of the payment,
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(e) where the property is a taxpayer’s capital interest in a trust, a payment
to the taxpayer after 31 December 1999 in respect of the capital interest to the
extent that the payment

i. is out of the income of the trust, determined without reference to
paragraph a of section 657 and section 657.1, for a taxation year or out of the
capital gains of the trust for the year, if the payment was made in the year or
the right to the payment was acquired by the taxpayer in the year, or

ii. is in respect of an amount designated in respect of the taxpayer by the
trust under section 667 ;

(f) any transfer of the property for the purpose only of securing a debt or a
loan, or any transfer by a creditor for the purpose only of returning property
that has been used as security for a debt or a loan;

(g) any transfer of the property to a trust as a consequence of which there is
no change in the beneficial ownership of the property, where the main purpose
of the transfer is

i. to effect payment under a debt or loan,

ii. to provide assurance that an absolute or contingent obligation of the
transferor will be satisfied, or

iii. to facilitate either the provision of compensation or the enforcement of
a penalty, in the event that an absolute or contingent obligation of the transferor
is not satisfied;

(h) any issue of a bond, debenture, bill or obligation secured by hypothec
or mortgage ;

(i) any issue by a corporation of a share of its capital stock, or any other
transaction that, but for this subparagraph, would be a disposition by a
corporation of a share of its capital stock; and

(j) any transfer of a property governed by civil law which does not entail a
change in the right of the person who has the full ownership thereof, although
such property be subject to a servitude, or in the right of the usufructuary, the
emphyteutic lessee, an institute in a substitution or a beneficiary in a trust.”

(2) Subsection 1 applies in respect of transactions or events that occur after
23 December 1998. However, where the second paragraph of section 248 of
the said Act applies in respect of a transfer of property that occurred before
1 January 2000, by a trust governed by a registered retirement savings plan or
by a registered retirement income fund to a trust governed by a registered
retirement savings plan, or in respect of a transfer by a trust governed by a
registered retirement income fund to a trust governed by a registered retirement
savings plan, it shall be read, for the purposes of the said Act, other than
sections 692.5 to 692.9, without reference to subparagraphs b and ¢ of that
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second paragraph, unless the transferee trust files an election with the Minister
on or before the transferee trust’s filing-due date for its taxation year in which
the transfer is made, or on such later date as is acceptable to the Minister, to
have that subparagraph b or c, as the case may be, apply.

76. (1) Section 250 of the said Act is replaced by the following section:

“250. For the purposes of this Title, an intangible capital property of a
taxpayer means any property a part of the proceeds of disposition of which
would, if the taxpayer disposed of the property, be an amount determined
under subparagraph b of the second paragraph of section 107 in respect of a
business of the taxpayer.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

77. (1) Section 251.1 of the said Act is amended by replacing
subparagraphs i and ii of subparagraph ¢ of the second paragraph by the
following subparagraphs:

“i. if the entity is a trust described in any of paragraphs a and c to e of the
definition of “flow-through entity” in the first paragraph, the aggregate of

(1) 4/3 of the aggregate of all amounts each of which is the amount by
which the individual’s taxable capital gain, determined without reference to
this chapter, for a preceding taxation year that ended before 28 February 2000
and that resulted from a designation made under section 668 by the trust, was
reduced under section 251.3,

(2) 3/2 of the aggregate of all amounts each of which is the amount by
which the individual’s taxable capital gain, determined without reference to
this chapter, for a preceding taxation year that began after 27 February 2000
and ended before 18 October 2000 and that resulted from a designation made
under section 668 by the trust, was reduced under section 251.3,

(3) the amount claimed by the individual under paragraph a of section
668.5 or paragraph b of section 668.8 for a preceding taxation year, and

(4) twice the aggregate of all amounts each of which is the amount by
which the individual’s taxable capital gain, determined without reference to
this chapter, for a preceding taxation year that began after 17 October 2000
and that resulted from a designation made under section 668 by the trust, was
reduced under section 251.3,

“ii. if the entity is a partnership, the aggregate of

(1) 4/3 of the aggregate of all amounts each of which is the amount by
which the individual’s share of the partnership’s taxable capital gains,
determined without reference to this chapter, for its fiscal period that ended
before 28 February 2000 and in a preceding taxation year, was reduced under
section 251.4,
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(2) 4/3 of the aggregate of all amounts each of which is the amount by
which the individual’s share of the partnership’s income from a business,
determined without reference to this chapter, for its fiscal period that ended
before 28 February 2000 and in a preceding taxation year, was reduced under
section 251.5,

(3) the aggregate of all amounts each of which is the product obtained by
multiplying the reciprocal of the fraction in paragraphs a to d of section 231.0.1
that applies to the partnership for its fiscal period that ended in a preceding
taxation year and includes 28 February 2000 or 17 October 2000, or began
after 28 February 2000 and ended before 17 October 2000, by the aggregate of
all amounts each of which is the amount by which the individual’s share of the
partnership’s taxable capital gains, determined without reference to this chapter,
for its fiscal period, was reduced under section 251.4,

(4) the aggregate of all amounts each of which is the product obtained by
multiplying the reciprocal of the fraction in paragraphs a to d of section 231.0.1
that applies to the partnership for its fiscal period that ended in a preceding
taxation year and includes 28 February 2000 or 17 October 2000, or began
after 28 February 2000 and ended before 17 October 2000, by the aggregate of
all amounts each of which is the amount by which the individual’s share of the
partnership’s income from a business, determined without reference to this
chapter, for its fiscal period, was reduced under section 251.5,

(5) twice the aggregate of all amounts each of which is the amount by
which the individual’s share of the partnership’s taxable capital gains,
determined without reference to this chapter, for its fiscal period that began
after 17 October 2000 and ended in a preceding taxation year, was reduced
under section 251.4, and

(6) twice the aggregate of all amounts each of which is the amount by
which the individual’s share of the partnership’s income from a business,
determined without reference to this chapter, for its fiscal period that began
after 17 October 2000 and ended in a preceding taxation year, was reduced
under section 251.5, and”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

78. (1) Section 251.2 of the said Act is amended by replacing “4/3 of” in
subparagraphs i and ii of subparagraph b of the second paragraph by “and
subject to section 251.5.1, twice”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

9. (1) Section 251.3 of the said Act is amended by replacing “3/4 of” by
“, subject to section 251.5.1, 1/2 of”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
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80. (1) Section 251.4 of the said Act is amended by replacing “3/4 of” by
“, subject to section 251.5.1, 1/2 of”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
81. (1) Section 251.5 of the said Act is amended

(1) by replacing “subparagraph ii of paragraph a of section 105” by
“paragraph b of section 105 in the following provisions:

— the portion of the first paragraph before subparagraph a;
— subparagraph a of the second paragraph;

(2) by replacing “the amount by which 3/4 of” in the portion of
subparagraph a of the first paragraph before subparagraph i by “subject to
section 251.5.1, the amount by which 1/2 of”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

82. (1) The said Act is amended by inserting the following section after
section 251.5:

“251.3.1. Where the taxation year of the flow-through entity ending in
the individual’s taxation year includes 28 February 2000 or 17 October 2000,
or begins after 28 February 2000 and ends before 17 October 2000, the
following rules apply:

(a) the word “twice” in subparagraph i or ii, as the case may be, of
subparagraph b of the second paragraph of section 251.2, shall be read, with
the necessary modifications, as a reference to the fraction that is the reciprocal
of the fraction in paragraphs a to d of section 231.0.1 that applies to the flow-
through entity for its taxation year;

(b) the fraction “1/2” in section 251.3 or 251.4, as the case may be, shall be
read as a reference to the fraction in paragraphs a to d of section 231.0.1 that
applies to the flow-through entity for its taxation year;

(c) the fraction “1/2” in the portion of subparagraph a of the first paragraph
of section 251.5 before subparagraph i shall be read as a reference to the
fraction in section 105.2 that applies to the flow-through entity for its taxation
year; and

(d) subparagraph i of subparagraph a of the first paragraph of section 251.5
shall be read with ““, multiplied by the fraction obtained when the fraction in
section 105.2 that applies to the partnership for the fiscal period is divided by
the fraction in paragraphs a to d of section 231.0.1 that applies to the partnership
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for the fiscal period” inserted after “partnership”.
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(2) Subsection 1 applies to taxation years that end after 27 February 2000.

83. (1) The said Act is amended by inserting the following sections after
section 254 :

“254.1. For the purposes of section 254 and Divisions II to IV of
Chapter III of Title IV of Book III, other than section 259, where a taxpayer
encumbers land with a real servitude in circumstances where section 710.0.2
or 752.0.10.3.2 applies, the following rules apply:

(a) the establishment of the servitude is deemed to be a disposition under
section 254 of a portion of the land so encumbered ;

(b) the portion of the adjusted cost base to the taxpayer of the land
immediately before the disposition that can reasonably be considered to be
attributable to the servitude is deemed to be equal to the amount determined
by the formula

A x B/C; and

(c) the cost to the taxpayer of the land shall be reduced at the time of the
disposition by the amount determined under subparagraph b.

In the formula provided for in subparagraph b of the first paragraph,

(a) A is the adjusted cost base to the taxpayer of the land immediately
before the disposition;;

(b) B is the amount determined under section 710.0.2 or 752.0.10.3.2 in
respect of the disposition ; and

(¢) Cis the fair market value of the land immediately before the disposition.

“254.2. Notwithstanding section 254, where part of a capital interest of
a taxpayer in a trust would, but for subparagraphs d and e of the second
paragraph of section 248, be disposed of solely because of the satisfaction of a
right to enforce payment of an amount by the trust, no part of the adjusted cost
base to the taxpayer of the taxpayer’s capital interest in the trust shall be
allocated to that part of the capital interest.”

(2) Subsection 1, where it enacts section 254.1 of the said Act, applies in
respect of gifts made after 12 May 1994.

(3) Subsection 1, where it enacts section 254.2 of the said Act, applies in
respect of satisfactions of rights that occur after 31 December 1999.

84. (1) Section 255 of the said Act, amended by section 31 of chapter 7 of

the statutes of 2001 and by section 47 of chapter 53 of the statutes of 2001, is
again amended
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(1) by replacing “4/3 of” in paragraph c.6 by “, subject to section 255.1,
twice”;

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

“(f) where the property is a share of the capital stock of a corporation, the
amount of the benefit that, in respect of the acquisition of the property by the
taxpayer, is deemed by Division VI of Chapter II of Title II to have been
received in any taxation year beginning before the particular time and ending
after 31 December 1971 by the taxpayer or by a person that did not deal at
arm’s length with the taxpayer or, if the share was acquired after 27 February
2000, the amount of the benefit that would have been so deemed to have been
received if that Division VI were read without reference to sections 49.2 and
58.0.1;7;

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

“i. an amount in respect of each fiscal period of the partnership ending
after 31 December 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 without reference to

(1) the fraction “1/2” in section 1035, as it applied to each fiscal period of
the partnership ending before 1 April 1977, and without reference to that or
another fraction in sections 107, 231, 231.1, 231.2 and 265,

(2) the reference to the fraction and the letter C in the formula provided for
in the first paragraph of section 105.2, and

(3) paragraphs / and z.4 of section 87, sections 89 to 91, 144, 144.1 and
145, paragraph j of section 157, as it read before being struck out, paragraph b
of each of sections 200 and 201, Division XV of Chapter IV, section 425,
paragraphs g and & of section 489, as they read before being struck out, the
second paragraph of section 497, and the provisions of the Act respecting the
application of the Taxation Act (1972, chapter 24), as they read before their
repeal, in respect of income from the operation of new mines;”;

(4) by replacing paragraph j.3 by the following paragraph:

“(j.3) where the property is a unit of a mutual fund trust, the amount of the
benefit that, in respect of the acquisition of the property by the taxpayer, is
deemed by Division VI of Chapter II of Title II to have been received in any
taxation year beginning before the particular time by the taxpayer or by a
person that did not deal at arm’s length with the taxpayer or, if the unit was
acquired after 27 February 2000, the amount of the benefit that would have
been so deemed to have been received if that Division VI were read without
reference to section 58.0.1;”.
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(2) Paragraph 1 of subsection 1 applies to taxation years that end after
27 February 2000.

(3) Paragraphs 2 and 4 of subsection 1 have effect from 1 January 2000.

(4) Paragraph 3 of subsection 1 applies to fiscal periods that end after
27 February 2000. However, where subparagraph 1 of subparagraph i of
paragraph i of section 255 of the said Act applies in respect of gifts made
before 15 March 2000, it shall be read without reference to , 231.1”.

85. (1) The said Act is amended by inserting the following section after
section 255:

“233.1. For the purposes of paragraph c.6 of section 255 in respect of a
taxpayer’s interest in a flow-through entity, where a taxation year of the entity
that includes 28 February 2000 or 17 October 2000, or that begins after
28 February 2000 and ends before 17 October 2000, ends in the taxpayer’s
taxation year, the word “twice” in that paragraph c.6 shall be read, with the
necessary modifications, as a reference to the fraction that is the reciprocal of
the fraction in paragraphs a to d of section 231.0.1 that applies in respect of
the flow-through entity for its taxation year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

86. (1) Section 257 of the said Act, amended by section 32 of chapter 7 of
the statutes of 2001 and by section 48 of chapter 53 of the statutes of 2001, is
again amended

(1) by adding the following subparagraph after subparagraph iv of
paragraph g:

“v. any amount required by section 280.6 to be deducted in computing the
adjusted cost base to the taxpayer of the share;”;

(2) by replacing subparagraph i of paragraph [ by the following
subparagraph:

“i. subject to section 257.2.1, an amount in respect of each fiscal period of
the partnership ending after 31 December 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

(1) the fraction “1/2” in section 105, as it applied to each fiscal period of
the partnership ending before 1 April 1977, and without reference to that or

another fraction in sections 107 and 231,

(2) the reference to the fraction and the letter C in the formula provided for
in the first paragraph of section 105.2, and
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(3) paragraph z.4 of section 87, sections 89 to 91, 144, 144.1, 145, 205 to
207, 235, 236.2 to 241, 264, 271, 273, 288, 293, 425, 638.1, 741.2 and 744.1,
as it applied to dispositions of property that occurred before 27 April 1995,
paragraph j of section 157, as it read before being struck out, Division XV of
Chapter IV and paragraphs g and % of section 489, as they read before being
struck out;”;

(3) by replacing the portion of paragraph n before subparagraph i by the
following :

“(n) where the property is a capital interest of the taxpayer in a trust, other
than an interest in a personal trust that has never been acquired for consideration
or an interest in a trust referred to in subparagraphs a to d of the third
paragraph of section 647,”;

(4) by replacing “is equal to 1/3 of” in subparagraph 3 of subparagraph i.1
of paragraph n by “is, subject to section 257.4, equal to”;

(5) by replacing paragraph o by the following paragraph:

“(o) where the property is a capital interest in a trust not resident in Canada
which the taxpayer purchased after 31 December 1971 and before the particular
time from a person not resident in Canada, at a time, in this paragraph referred
to as the “acquisition time”, when the property was not taxable Canadian
property and the fair market value of the trust property referred to in section 258
was not less than 50% of the fair market value of all the trust property, the
proportion of the amount by which such value of the property referred to in
that section at the acquisition time exceeds the cost amounts to the trust at the
acquisition time of the property that

i. except where subparagraph ii applies, the fair market value at the
acquisition time of the interest is of the fair market value at the acquisition
time of all capital interests in the trust, or

ii. in the case of a unit of a unit trust, the fair market value at the acquisition
time of the unit is of the fair market value at the acquisition time of all the
issued units of the trust;”.

(2) Paragraph 1 of subsection 1 applies in respect of dispositions that are
made after 27 February 2000.

(3) Paragraph 2 of subsection 1 applies to fiscal periods that end after
27 February 2000.

(4) Paragraph 3 of subsection 1 applies in respect of amounts that become
payable after 31 December 1999.

(5) Paragraph 4 of subsection 1 applies to taxation years that end after
27 February 2000.
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(6) Paragraph 5 of subsection 1 applies in respect of the computing of the
adjusted cost base of property after 26 April 1995.

87. (1) The said Act is amended by inserting the following section after
section 257.2:

“2587.2.1. For the purposes of subparagraph i of paragraph [ of
section 257 in respect of a taxpayer, a partnership’s loss for a fiscal period,
computed in accordance with that subparagraph, does not include all or any
portion of that loss that may reasonably be considered to be included in the
taxpayer’s limited partnership loss in respect of the partnership for the taxpayer’s
taxation year in which that fiscal period ends.”

(2) Subsection 1 applies to fiscal periods that end after 27 February 2000.

88. (1) The said Act is amended by inserting the following section after
section 257.3:

“237.4. For the purposes of subparagraph 3 of subparagraph i.l of
paragraph n of section 257 in respect of a taxpayer’s interest in a trust, where
a taxation year of the trust that includes 28 February 2000 or 17 October 2000,
or that begins after 28 February 2000 and ends before 17 October 2000, ends
in the taxpayer’s taxation year, that subparagraph 3 shall be read with “the
product obtained by multiplying the fraction obtained when 1 is subtracted
from the reciprocal of the fraction in paragraphs a to d of section 231.0.1 that
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applies to the trust for its taxation year, by” inserted after “equal to”.
(2) Subsection 1 applies to taxation years that end after 27 February 2000.

89. (1) The said Act is amended by inserting the following section after
section 259:

“259.0.1. For the purposes of section 259, a security within the meaning
of section 47.18 acquired by a taxpayer after 27 February 2000 is deemed not
to be identical to any other security acquired by the taxpayer if

(a) the security is acquired in circumstances to which any of sections 49.2,
49.5, 58.0.1 and 886 applies; or

(b) the security is a security to which section 49.2.3 applies.”

(2) Subsection 1 has effect from 1 January 2000.
90. (1) Section 259.1 of the said Act, amended by section 33 of chapter 7
of the statutes of 2001, is again amended by replacing “or 692" in the portion

before paragraph a by “, 692 or 692.8”.

(2) Subsection 1 applies from the taxation year 1998.
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91. (1) Section 261.5 of the said Act, amended by section 35 of chapter 7
of the statutes of 2001, is again amended by replacing paragraph a by the
following paragraph:

“(a) by operation of any law governing the partnership arrangement, the
liability of the member as a member of the partnership is limited, except by
operation of a provision of a statute of Canada or a province that limits the
member’s liability only for debts and other obligations of the partnership, or
any member of the partnership, arising from the misconduct or faults or
omissions or negligent acts that another member of the partnership or an
employee, agent or mandatary, or representative of that member or of the
partnership commits in the course of the partnership business while the
partnership is a limited liability partnership referred to in that provision;”.

(2) Subsection 1 has effect from 1 January 1998. However, where
paragraph a of section 261.5 of the said Act applies before 21 June 2001, it
shall be read without reference to the words “of that member or”.

92. (1) Section 264.4 of the said Act is amended

(1) by replacing subparagraphs i to iii of subparagraph b of the first
paragraph by the following subparagraphs:

“i. the aggregate of all amounts each of which is twice the amount deducted
by the individual under Titles VI.5 and VI.5.1 of Book IV in computing the
individual’s taxable income for a preceding taxation year that ended before
1 January 1988 or began after 17 October 2000,

“ii. the aggregate of all amounts each of which is

(1) 3/2 of the amount deducted by the individual under Titles VI.5 and
VI.5.1 of Book IV in computing the individual’s taxable income for a preceding
taxation year that ended after 31 December 1987 but before 1 January 1990 or
that began after 28 February 2000 and ended before 17 October 2000, or

(2) the product obtained by multiplying the reciprocal of the fraction in
paragraphs a to d of section 231.0.1 that applies to the individual for a
preceding taxation year that includes 28 February 2000 or 17 October 2000 by
the amount deducted under Titles V1.5 and VI.5.1 of Book IV in computing
the individual’s taxable income for that preceding taxation year, and

“iii. the aggregate of all amounts each of which is 4/3 of the amount
deducted by the individual under Titles VI.5 and VI.5.1 of Book IV in
computing the individual’s taxable income for a preceding taxation year that
ended after 31 December 1989 but before 28 February 2000.” ;

(2) by replacing the second paragraph by the following paragraph:
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“However, where a particular amount was included in computing the
individual’s income for a taxation year that ended after 31 December 1987 but
before 1 January 1990 under subparagraph ii of paragraph a of section 105, as
it read in respect of that taxation year, the reference in subparagraph 1 of
subparagraph ii of subparagraph b of the first paragraph to “3/2” shall be read
as a reference to “4/3” in respect of that portion of any amount deducted under
Title VL.5 of Book IV in respect of the particular amount.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
93. (1) Section 264.5 of the said Act is amended

(1) by replacing subparagraphs i to iii of subparagraph b of the first
paragraph by the following subparagraphs:

“i. the aggregate of all amounts each of which is twice the amount designated
by it under section 668.1 in respect of a beneficiary in its fiscal return for a
preceding taxation year that ended before 1 January 1988 or began after
17 October 2000,

“ii. the aggregate of all amounts each of which is

(1) 3/2 of the amount designated by it under section 668.1 in respect of a
beneficiary in its fiscal return for a preceding taxation year that ended after
31 December 1987 but before 1 January 1990 or that began after 28 February
2000 and ended before 17 October 2000, or

(2) the product obtained by multiplying the reciprocal of the fraction in
paragraphs a to d of section 231.0.1 that applies to the trust for a preceding
taxation year that includes 28 February 2000 or 17 October 2000 by the
amount designated by the trust under section 668.1 in respect of a beneficiary
in its fiscal return for that preceding taxation year, and

“iii. the aggregate of all amounts each of which is 4/3 of the amount
designated by it under section 668.1 in respect of a beneficiary in its fiscal
return for a preceding taxation year that ended after 31 December 1989 but
before 28 February 2000.”;

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

“However, where a particular amount was included in computing the trust’s
income for a taxation year that ended after 31 December 1987 but before
1 January 1990 under subparagraph ii of paragraph a of section 105, as it read
in respect of that taxation year, the reference in subparagraph 1 of
subparagraph ii of subparagraph b of the first paragraph to “3/2” shall be read
as a reference to “4/3” in respect of that portion of any amount deducted under
Title VI.5 of Book IV in respect of the particular amount.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
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94. (1) Section 264.6 of the said Act is replaced by the following section:

“264.6. Where an amount is received in a taxation year on account of a
debt in respect of which a deduction for bad debts had been made under
section 142.1 in computing a taxpayer’s income for a preceding taxation year,
the amount by which 1/2 of the amount so received exceeds the amount
determined under paragraph i.1 of section 87 in respect of the amount so
received is deemed to be a taxable capital gain of the taxpayer from a
disposition of capital property in the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where such a taxation year ends before 18 October 2000, section 264.6
of the said Act shall be read as if the reference to “1/2” were a reference to “2/3”.

95. (1) Section 265 of the said Act is amended

(1) by replacing “3/4 of his” by “, subject to the second paragraph, 1/2 of

9,99,

the taxpayer’s”;
(2) by adding the following paragraph:

“However, where the taxation year of the taxpayer includes 28 February
2000 or 17 October 2000, or begins after 28 February 2000 and ends before
17 October 2000, the fraction “1/2” in the first paragraph shall be read as a
reference to the fraction in paragraphs a to d of section 231.0.1 that applies to
the taxpayer for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
96. Section 270 of the said Act is replaced by the following section:

“270. For the purposes of this Title, a taxpayer shall include, in computing
the proceeds of disposition of any property, all amounts received or receivable
by the taxpayer as consideration for warranties given by the taxpayer or
covenants or conditional or contingent obligations contracted by the taxpayer
in respect of the disposition of the property.

In computing the taxpayer’s income for the year in which the property was
disposed of and for each subsequent taxation year, any outlay or expense made
or incurred by the taxpayer in any such year pursuant to or by reason of any
obligation referred to in the first paragraph is deemed to be a loss of the
taxpayer for that year from the disposition of a capital property and for the
purposes of Title VI.5 of Book IV, that capital property is deemed to have been
disposed of by the taxpayer in that year.”

97. (1) The said Act is amended by inserting the following after
section 280.4:
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“DIVISION VII.1
“REPLACEMENT SHARES

“280.5. In this division,

“adjusted cost base reduction” of an individual in respect of a replacement
share of the individual in respect of a qualifying disposition of the individual
means the amount determined by the formula

I x (K/L);

“common share” means a share prescribed by regulation for the purposes of
paragraph d of subsection 1 of section 110 of the Income Tax Act (Revised
Statutes of Canada, 1985, chapter 1, S5th Supplement) ;

“eligible business corporation” at any time means, subject to section 280.14,
a corporation that is, at that time, a taxable Canadian corporation all or
substantially all of the fair market value of the assets of which at that time is
attributable to assets of the corporation that are

(a) assets used principally in an eligible business carried on by the
corporation or by an eligible business corporation that is related to the
corporation;;

(b) shares issued by or debt owing by other eligible business corporations
that are related to the corporation; or

(¢) a combination of assets described in paragraphs a and b;

“eligible pooling arrangement” in respect of an individual means an
agreement in writing made between the individual and another person or
partnership, in this definition and section 280.7 referred to as the “investment
manager”’, where the agreement provides for

(a) the transfer of funds or other property by the individual to the investment
manager for the purpose of making investments on behalf of the individual ;

(b) the purchase of eligible small business corporation shares with those
funds, or the proceeds of a disposition of the other property, within 60 days
after receipt of those funds or the other property by the investment manager ;
and

(c) the provision of a statement of account to the individual by the investment
manager at the end of each month that ends after the transfer disclosing the
details of the investment portfolio held by the investment manager on behalf
of the individual at the end of that month and the details of the transactions
made by the investment manager on behalf of the individual during the
month ;
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“eligible small business corporation” at any time means, subject to
section 280.14, a corporation that, at that time, is a Canadian-controlled
private corporation all or substantially all of the fair market value of the assets
of which at that time is attributable to assets of the corporation that are

(a) assets used principally in an eligible business carried on primarily in
Canada by the corporation or by an eligible small business corporation that is
related to the corporation;;

(b) shares issued by or debt owing by other eligible small business
corporations that are related to the corporation; or

(¢) a combination of assets described in paragraphs a and b;

“eligible small business corporation share” of an individual means a common
share issued by a corporation to the individual if

(a) at the time the share was issued, the corporation was an eligible small
business corporation ; and

(b) immediately before and after the share was issued, the aggregate of the
assets of the corporation and corporations related to it did not exceed
$50,000,000;

“permitted deferral” of an individual in respect of a qualifying disposition
of the individual means the amount determined by the formula

(A/B) x C;

“qualifying cost” to an individual of particular replacement shares of the
individual in respect of a qualifying disposition of the individual that are
shares of the capital stock of an eligible small business corporation means the
lesser of

(a) the aggregate of all amounts each of which is the cost to the individual
of such a replacement share ; and

(b) the amount by which $2,000,000 exceeds the aggregate of all amounts
each of which is the cost to the individual of a share that was a share of the
capital stock of the eligible small business corporation or of a corporation
related to it at the time the particular replacement shares were acquired and
that was a replacement share of the individual in respect of another qualifying
disposition;

“qualifying disposition” of an individual, other than a trust, means, subject
to section 280.13, a disposition of shares of the capital stock of a corporation
where each such share disposed of was

(a) an eligible small business corporation share of the individual ;
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(b) throughout the period during which the individual owned the share, a
common share of an eligible business corporation ; and

(c) throughout the 185-day period that ended immediately before the
disposition of the share, owned by the individual ;

“qualifying portion of a capital gain” of an individual from a particular
qualifying disposition of the individual means the amount determined by the
formula

D x[1 - (E/F)];

“qualifying portion of the proceeds of disposition” of an individual from a
qualifying disposition means the amount determined by the formula

G x (H/T);

“replacement share” of an individual in respect of a qualifying disposition
of the individual in a taxation year means an eligible small business corporation
share of the individual that is

(a) acquired by the individual in the year or within 60 days after the end of
the year, but not later than 120 days after the qualifying disposition occurred ;
and

(b) designated by the individual to be a replacement share in respect of the
qualifying disposition, in accordance with paragraph b of the definition of
“replacement share” in subsection 1 of section 44.1 of the Income Tax Act, in
the fiscal return that the individual filed for the year under Part I of that Act.

In the formula provided for in the definition of “permitted deferral” in the
first paragraph,

(a) A is the lesser of

i. the qualifying portion of the individual’s proceeds of disposition from
the qualifying disposition, and

ii. the aggregate of all amounts each of which is the qualifying cost to the
individual of a replacement share in respect of the qualifying disposition;;

(b) B is the qualifying portion of the individual’s proceeds of disposition
from the qualifying disposition; and

(¢) C is the qualifying portion of the individual’s capital gain from the
qualifying disposition.

In the formula provided for in the definition of “qualifying portion of a
capital gain” in the first paragraph,
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(a) D is the individual’s capital gain from the particular qualifying
disposition, determined without reference to this division;

(b) E is the amount by which $2,000,000 is exceeded by the aggregate of

i. the aggregate of all amounts each of which is the adjusted cost base to the
individual of a share of a particular corporation that was the subject of the
particular qualifying disposition, determined immediately before the share
was disposed of and without reference to this division, and

ii. the aggregate of all amounts each of which is the adjusted cost base to
the individual of a share of the particular corporation referred to in
subparagraph i or a corporation related to it at the time of the particular
qualifying disposition that was the subject of another qualifying disposition
that occurred at or before the time of the particular qualifying disposition and
in respect of which a permitted deferral was deducted under this division by
the individual, determined immediately before the share was disposed of and
without reference to this division; and

(c) Fisthe aggregate of all amounts each of which is the adjusted cost base
to the individual of a share of the particular corporation referred to in
subparagraph i of paragraph b that was the subject of the particular qualifying
disposition, determined immediately before the share was disposed of and
without reference to this division.

In the formula provided for in the definition of “qualifying portion of the
proceeds of disposition” in the first paragraph,

(a) G is the individual’s proceeds of disposition from the qualifying
disposition;

(b) H is the individual’s qualifying portion of the capital gain from the
qualifying disposition ; and

(¢) I is the individual’s capital gain from the qualifying disposition,
determined without reference to this division.

In the formula provided for in the definition of “adjusted cost base reduction”
in the first paragraph,

(a) J is the permitted deferral of the individual in respect of the qualifying
disposition;

(b) K is the qualifying cost to the individual of the replacement share ; and

(¢) Lis the qualifying cost to the individual of all the replacement shares of
the individual in respect of the qualifying disposition.
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For the purposes of paragraph b of the definition of “eligible small business
corporation share” in the first paragraph, the assets of a corporation at any
time means the assets that would be shown in its financial statements as of that
time if those financial statements were prepared in accordance with generally
accepted accounting principles used in Canada at that time, and if the value of
an asset of a corporation that is a share issued by or debt owing by a related
corporation were nil.

“280.6. Subject to the second paragraph, where an individual makes a
qualifying disposition in a taxation year, the following rules apply :

(a) the individual’s capital gain for the year from the qualifying disposition
is deemed to be equal to the amount by which the individual’s capital gain for
the year from the qualifying disposition, determined without reference to this
division, exceeds the individual’s permitted deferral in respect of the qualifying
disposition;

(b) in computing the adjusted cost base to the individual of a replacement
share of the individual in respect of the qualifying disposition at any time after
its acquisition, there shall be deducted the amount of the adjusted cost base
reduction of the individual in respect of the replacement share ; and

(c¢) where the qualifying disposition was a disposition of a share that was a
taxable Canadian property of the individual, the replacement share of the
individual in respect of the qualifying disposition is deemed to be taxable
Canadian property of the individual.

For the purposes of the first paragraph, the individual shall enclose with the
fiscal return the individual is required to file for the year under section 1000,
the prescribed form along with a copy of every document sent to the Minister
of National Revenue attesting the share was designated by the individual in
the fiscal return the individual files for the year under Part I of the Income Tax
Act (Revised Statutes of Canada, 1985, chapter 1, Sth Supplement), pursuant
to paragraph b of the definition of “replacement share” in subsection 1 of
section 44.1 of that Act.

“280.7. Except for the purposes of the definition of “eligible pooling
arrangement” in the first paragraph of section 280.5, any transaction entered
into by an investment manager under an eligible pooling arrangement on
behalf of an individual is deemed to be a transaction of the individual and not
a transaction of the investment manager.

“280.8. For the purposes of this division, a share of the capital stock of
a corporation, acquired by an individual as a consequence of the death of a
person who is the individual’s spouse, father or mother is deemed to be a share
that was acquired by the individual at the time it was acquired by that person
and owned by the individual throughout the period that it was owned by that
person, if
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(a) where the person was the spouse of the individual, the share was an
eligible small business corporation share of the person and section 440 applied
in respect of the individual in relation to the share ; or

(b) where the person was the individual’s father or mother, the share was an
eligible small business corporation share of the father or mother and section 444
applied in respect of the individual in relation to the share.

“280.9. For the purposes of this division, a share of the capital stock of
a corporation, acquired by an individual from a person who was the individual’s
former spouse as a consequence of the settlement of rights arising out of their
marriage, is deemed to be a share that was acquired by the individual at the
time it was acquired by that person and owned by the individual throughout
the period that it was owned by that person if the share was an eligible small
business corporation share and section 454 applied to the individual in respect
of the share.

“280.10. For the purposes of this division, where an individual receives
shares of the capital stock of a corporation that are eligible small business
corporation shares of the individual, in this section referred to as the “new
shares”, as the sole consideration for the disposition of shares issued by
another corporation that were eligible small business corporation shares of the
individual, in this section referred to as the “exchanged shares”, the new
shares are deemed to have been owned by the individual throughout the period
that the exchanged shares were owned by the individual if

(a) paragraph c of section 528, section 540 or sections 551 to 553.1 and
554 applied in respect of the individual in relation to the new shares; and

(b) the aggregate of all amounts each of which is the individual’s proceeds
of disposition of an exchanged share was equal to the aggregate of all amounts
each of which was the individual’s adjusted cost base of an exchanged share
immediately before the disposition.

“280.11. For the purposes of this division, where an individual receives
common shares of the capital stock of a corporation, in this section referred to
as the “new shares”, as the sole consideration for the disposition of common
shares of another corporation, in this section referred to as the “exchanged
shares”, the new shares are deemed to be eligible small business corporation
shares of the individual and shares of the capital stock of an eligible business
corporation that were owned by the individual throughout the period that the
exchanged shares were owned by the individual, if

(a) paragraph c of section 528, section 540 or sections 551 to 553.1 and
554 applied in respect of the individual in relation to the new shares;

(b) the aggregate of all amounts each of which is the individual’s proceeds
of disposition of an exchanged share was equal to the aggregate of all amounts
each of which is the individual’s adjusted cost base of an exchanged share
immediately before the disposition; and
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(c) the disposition of the exchanged shares was a qualifying disposition of
the individual.

“280.12. For the purposes of each of the definitions in the first paragraph
of section 280.5, a property held at a particular time by a corporation that
would, if this Act were read without reference to this section, be considered to
carry on an eligible business at that time, is deemed to be used or held by the
corporation in the course of carrying on that eligible business if the property,
or other property for which the property is substituted property, was acquired
by the corporation, at any time in the 36-month period that ends at the
particular time, because the corporation

(a) issued a debt or a share of a class of its capital stock in order to acquire
money for the purpose of acquiring property to be used in or held in the course
of, or making expenditures for the purpose of, earning income from an eligible
business carried on by it;

(b) disposed of property used or held by it in the course of carrying on an
eligible business in order to acquire money for the purpose of acquiring
property to be used in or held in the course of, or making expenditures for the
purpose of, earning income from an eligible business carried on by it; or

(¢) accumulated income derived from an eligible business carried on by it
in order to acquire property to be used in or held in the course of, or to make
expenditures for the purpose of, earning income from an eligible business
carried on by it.

“280.13. A disposition of a common share of an eligible business
corporation by an individual that, but for this section, would be a qualifying
disposition of the individual is deemed not to be a qualifying disposition of the
individual unless the eligible business of the corporation referred to in the
definition of “eligible business corporation” in the first paragraph of
section 280.5 was carried on primarily in Canada

(a) at all times in the period that began at the time the individual last
acquired the common share and ended at the time of disposition, if that period
is less than 730 days; or

(b) in any other case, for at least 730 days in the period referred to in
paragraph a.

“280.14. For the purposes of this division, an eligible small business
corporation and an eligible business corporation do not include a corporation
that is

(a) a professional corporation;

(b) a specified financial institution;;
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(¢) a corporation the principal business of which is the leasing, rental,
development or sale, or any combination of those activities, of immovable
property owned by it; or

(d) acorporation more than 50% of the fair market value of the property of
which, net of debts incurred to acquire the property, is attributable to immovable

property.

“280.15. In determining whether a share owned by an individual is an
eligible small business corporation share of the individual, this Part shall be
read without reference to sections 247.2 to 247.6.

“280.16. The permitted deferral of an individual in respect of a
qualifying disposition of shares issued by a corporation, in this section referred
to as “new shares”, is deemed to be nil where

(a) the new shares, or shares for which the new shares are substituted
property, were issued to the individual or a person related to the individual as
part of a series of transactions or events in which

i. shares of the capital stock of a corporation, in this section referred to as
the “old shares”, were disposed of by the individual or a person related to the
individual, or

ii. the paid-up capital of old shares or the adjusted cost base to the individual
or to a person related to the individual of the old shares was reduced;

(b) the new shares, or shares for which the new shares are substituted
property, were issued by the corporation that issued the old shares or were
issued by a corporation that, at or immediately after the time of issue of those
shares, was a corporation that was not dealing at arm’s length with the
corporation that issued the old shares; and

(¢) itis reasonable to conclude that one of the main reasons for the series of
transactions or events or a transaction in the series was to permit the individual,
a person related to the individual, or the individual and such a person to
become eligible to deduct under section 280.6 permitted deferrals in respect
of qualifying dispositions of new shares, or shares substituted for the new
shares, the aggregate of which would exceed the aggregate of all amounts that
those persons would have been eligible to deduct under section 280.6 in
respect of permitted deferrals in respect of qualifying dispositions of old
shares.”

(2) Subsection 1 applies in respect of dispositions that occur after
27 February 2000. However, where subsection 1 applies in respect of
dispositions that occur after 27 February 2000 and before 18 October 2000,

(1) the definition of “eligible small business corporation share” in the first
paragraph of section 280.5 of the said Act shall be read as follows:
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eligible small business corporation share” of an individual means a
common share issued by a corporation to the individual if

(a) at the time the share was issued, the corporation was an eligible small
business corporation ;

(b) immediately before the share was issued, the aggregate of the assets of
the corporation and corporations related to it did not exceed $2,500,000; and

(c¢) immediately after the share was issued, the aggregate of the assets of
the corporation and corporations related to it did not exceed $10,000,000;”;

(2) the definition of “qualifying disposition” in the first paragraph of
section 280.5 of the said Act shall be read without reference to “, subject to
section 280.13,” in the portion before paragraph a;

(3) the definition of “qualifying cost” in the first paragraph of section 280.5
of the said Act shall be read as if the reference to “$2,000,000” in paragraph b
were a reference to “$500,000”;

(4) the definition of “eligible small business corporation” in the first
paragraph of section 280.5 of the said Act shall be read without reference to
“, subject to section 280.14,” in the portion before paragraph a;

(5) the definition of “eligible business corporation” in the first paragraph
of section 280.5 of the said Act shall be read without reference to *, subject to
section 280.14,” in the portion before paragraph a and as if the reference to
“carried on” in paragraph a were a reference to “carried on primarily in
Canada”;

(6) the portion of subparagraph b of the third paragraph of section 280.5 of
the said Act before subparagraph i shall be read as if the reference to
“$2,000,000” were a reference to “$500,000” ; and

(7) it shall be read without reference to sections 280.13 and 280.14.

98. (1) The said Act is amended by inserting the following section after
section 287 :

“287.1. For the purposes of this division, excluded property of a taxpayer
means property acquired by the taxpayer, or by a person with whom the
taxpayer does not deal at arm’s length, in circumstances in which it is reasonable
to conclude that the acquisition of the property relates to an arrangement, plan
or scheme that is promoted by another person or partnership and under which
it is reasonable to conclude that the property will be the subject of a gift to
which section 710 or the definition of “total charitable gifts”, “total gifts of
qualified property” or “total cultural gifts” in the first paragraph of section
752.0.10.1, applies.”
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(2) Subsection 1 applies in respect of property acquired after 27 February
2000.

99. (1) Sections 289 and 290 of the said Act are replaced by the following
sections :

“289. For the purposes of this Title, where a taxpayer disposes of a
personal-use property, other than an excluded property disposed of in
circumstances to which section 710 or the definition of “total charitable gifts”,
“total gifts of qualified property” or “total cultural gifts” in the first paragraph
of section 752.0.10.1 applies, owned by the taxpayer, the following rules

apply :

(a) the adjusted cost base to the taxpayer of the property immediately
before the disposition is deemed to be equal to the greater of $1,000 and the
amount otherwise determined to be its adjusted cost base to the taxpayer
immediately before the disposition; and

(b) the taxpayer’s proceeds of disposition of the property is deemed to be
equal to the greater of $1,000 and the taxpayer’s proceeds of disposition of the
property otherwise determined.

“290. For the purposes of this Title, where a taxpayer disposes of part of
a personal-use property, other than a part of an excluded property disposed of
in circumstances to which section 710 or the definition of “total charitable
gifts”, “total gifts of qualified property” or “total cultural gifts” in the first
paragraph of section 752.0.10.1 applies, owned by the taxpayer and has

retained another part of the property, the following rules apply:

(a) the adjusted cost base to the taxpayer, immediately before the disposition,
of the part so disposed of is deemed to be equal to the greater of

i. the adjusted cost base, otherwise determined, to the taxpayer, immediately
before the disposition, of the part so disposed of, and

ii. that proportion of $1,000 that the amount determined under subparagraph
iis of the adjusted cost base, otherwise determined, to the taxpayer, immediately
before the disposition, of the whole property ; and

(b) the proceeds of disposition of the part so disposed of are deemed to be
equal to the greater of the proceeds of disposition of that part, otherwise
determined, and the amount determined under subparagraph ii of paragraph a.”

(2) Subsection 1 applies in respect of excluded property acquired after
27 February 2000.

100. (1) Section 296 of the said Act, amended by section 260 of chapter 53
of the statutes of 2001, is again amended by replacing “paragraph f’ and
“sections 47.18 to 58” in paragraph a by “paragraph for j.3” and “Division VI
of Chapter II of Title II””, respectively.
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(2) Subsection 1 has effect from 1 January 2000.
101. (1) Section 298 of the said Act is amended

(1) by replacing ‘“aux fins desdits” in the French text of paragraph a by
“pour I’application de ces”;

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

“(b) for the purposes of subparagraph iv of subparagraph b of the first
paragraph of section 248 and sections 295 to 297, the option and each renewal
or extension are deemed to be the same option ; and”.

(2) Paragraph 2 of subsection 1 applies in respect of options granted after
23 December 1998.

102. (1) Section 302 of the said Act, amended by section 260 of chapter 53
of the statutes of 2001, is replaced by the following section:

“302. For the purposes of this Title, where a taxpayer acquires property
after 31 December 1971, other than property referred to in the second paragraph,
and an amount in respect of its value is included, otherwise than under
Division VI of Chapter II of Title II, in computing the taxpayer’s taxable
income or taxable income earned in Canada, as the case may be, for a taxation
year during which the taxpayer was not resident in Canada, or in computing
the taxpayer’s income for a taxation year throughout which the taxpayer was
resident in Canada, the amount so included shall be added in computing the
cost to the taxpayer of the property, except to the extent that the amount was
otherwise added to the cost or included in computing the adjusted cost base to
the taxpayer of the property.

The property to which the first paragraph refers is
(@) an annuity contract;

(b) aright as a beneficiary under a trust to enforce payment of an amount
by the trust to the taxpayer;

(c) property acquired in circumstances to which sections 304 and 305
apply ; or

(d) property acquired from a trust as consideration for all or part of the
taxpayer’s capital interest in the trust.”

(2) Subsection 1 has effect from 1 January 2000. However, where the
second paragraph of section 302 of the said Act applies in respect of property
acquired before 1 January 2000 and disposed of before 1 March 2000, it shall
be read as follows:

86



“The property to which the first paragraph refers is an annuity contract or a
property referred to in sections 304 to 306.”

103. (1) Section 303 of the said Act is repealed.
(2) Subsection 1 has effect from 1 January 2000.
104. (1) Section 306 of the said Act is repealed.

(2) Subsection 1 has effect from 1 January 2000, except in respect of rights
acquired before 1 January 2000 and disposed of before 1 March 2000.

105. (1) Section 308.6 of the said Act is amended

(1) by replacing “I’ensemble de” in the French text of the portion of
subparagraph b of the first paragraph before subparagraph i by “I’ensemble
des montants suivants”;

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

“ii. the amount by which the amount by which the aggregate of the capital
gains of the corporation for the period exceeds the aggregate of its taxable
capital gains for the period, exceeds the amount by which the aggregate of the
capital losses of the corporation for the period exceeds the aggregate of its
allowable capital losses for the period,

“iii. the aggregate of all amounts each of which is an amount relating to a
business carried on by the corporation at any time in the portion of the period
that precedes the beginning of the corporation’s first taxation year that ends
after 27 February 2000, and each of which is equal to the amount by which the
amount determined under the second paragraph is exceeded by the aggregate
of

(1) where the period began before the corporation’s adjustment time, within
the meaning of section 107.1, the amount by which the aggregate of the
amounts relating to the business that are determined under the third paragraph
in respect of the corporation exceeds the aggregate of the amounts relating to
the business that are determined under the fourth paragraph in respect of the
corporation,

(2) 1/3 of the aggregate of the amounts relating to the business that, in
respect of the portion of the period following the corporation’s adjustment
time but preceding the beginning of the corporation’s first taxation year that
ends after 27 February 2000, are required to be included in computing the
corporation’s eligible intangible capital amount by reason of subparagraph ii
of paragraph b of section 107, as that subparagraph read in that portion of the
period, and

87



(3) 1/3 of all amounts required to be included in computing the corporation’s
income by reason of paragraph i.1 of section 87 and that are received in the
portion of the period that precedes the beginning of the corporation’s first
taxation year that ends after 27 February 2000,”;

(3) by adding the following subparagraphs after subparagraph iii of
subparagraph b of the first paragraph:

“iv. the amount by which 1/2 of the aggregate of all amounts each of which
is an amount required by paragraph b of section 105 to be included in
computing the corporation’s income in respect of a business carried on by the
corporation for a taxation year that is included in the period and that ends after
27 February 2000 but before 18 October 2000, exceeds

(1) where the corporation has deducted an amount under section 142.1 in
respect of a debt established by it to have become a bad debt in a taxation year
that is included in the period and that ends after 27 February 2000 but before
18 October 2000, or has an allowable capital loss for such a year by reason of
the application of section 142.2, the amount determined by the formula

A + B, and
(2) in any other case, nil, and

“v. the amount by which the aggregate of all amounts each of which is an
amount required by paragraph b of section 105 to be included in computing
the corporation’s income in respect of a business carried on by the corporation
for a taxation year that is included in the period and that ends after 17 October
2000, exceeds

(1) where the corporation has deducted an amount under section 142.1 in
respect of a debt established by it to have become a bad debt in a taxation year
that is included in the period and that ends after 17 October 2000, or has an
allowable capital loss for such a year by reason of the application of
section 142.2, the amount determined by the formula

B+ C, and
(2) in any other case, nil;”;

(4) by replacing subparagraph d of the first paragraph by the following
subparagraph:

“(d) the income earned or realized by a corporation for a period that ends at
a time when that corporation is a foreign affiliate of another corporation is
deemed to be equal to the aggregate of the amount that would be deductible by
that other corporation at that time under paragraph a of section 746 and the
amount that would be deductible by that other corporation at that time under
paragraph b of that section if
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i. that other corporation had owned all of the shares of the capital stock of
that affiliate immediately before that time,

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

iii. that other corporation had made an election under section 589 in
respect of the full amount of the proceeds of disposition referred to in
subparagraph ii;”;

(5) by replacing “personnes:” in the French text of the portion of
subparagraph e of the first paragraph before subparagraph i by “personnes, les
regles suivantes s’appliquent:”;

(6) by replacing the portion of the French text of subparagraph f of the first
paragraph before subparagraph ii by the following:

“p) lorsqu’une société recoit un dividende dont une partie est un dividende
imposable, les reégles suivantes s’ appliquent:

i. la société peut désigner, dans sa déclaration fiscale qu’elle doit produire
en vertu de la présente partie pour I’année d’imposition au cours de laquelle le
dividende est recu, toute partie du dividende imposable comme étant un
dividende imposable distinct;”;

(7) by inserting the following paragraph after the first paragraph:

“The amount to which subparagraph iii of subparagraph b of the first
paragraph refers is equal to the aggregate of

(a) where the period, referred to in subparagraph b of the first paragraph,
began after the corporation’s adjustment time but before the beginning of the
corporation’s first taxation year that ends after 27 February 2000, 1/3 of the
corporation’s eligible intangible capital amount in respect of the business at
the beginning of that period;

(b) 1/4 of the aggregate of all intangible capital amounts in respect of the
business payable or disbursed by the corporation in respect of that portion of
that period that follows the corporation’s adjustment time but precedes the
beginning of the corporation’s first taxation year that ends after 27 February
2000 and a portion of which was not included in subparagraph c of the fourth
paragraph;

(c¢) where that period began before the corporation’s adjustment time, 1/2
of the amount by which the aggregate of all amounts determined in respect of
the corporation under subparagraphs a and b of the fourth paragraph exceeds
the amount determined in respect of the corporation under the third paragraph;
and
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(d) 1/3 of all amounts deducted by the corporation under section 142.1 in
respect of debts established by it to have become bad debts during the portion
of the period that precedes the beginning of the corporation’s first taxation
year that ends after 27 February 2000.”;

(8) by replacing the second paragraph by the following paragraph:

“The first aggregate of the amounts relating to a business referred to in
subparagraph 1 of subparagraph iii of subparagraph b of the first paragraph, in
respect of a corporation, is equal to the aggregate of the amounts relating to
the business that, in respect of the portion of the period referred to in that
subparagraph 1 that precedes the corporation’s adjustment time, are required
to be included in computing the corporation’s eligible intangible capital
amount by reason of subparagraph ii of paragraph b of section 107, as that
subparagraph read during the portion of that period.”;

(9) by replacing subparagraph ¢ of the third paragraph by the following
subparagraph:

“(c) 1/2 of the aggregate of the intangible capital amounts in respect of the
business payable or disbursed by the corporation during the portion of that
period that follows the corporation’s adjustment time but that precedes the
beginning of the corporation’s first taxation year that ends after 27 February
2000, to the extent that the aggregate determined under the third paragraph
exceeds the aggregate of the amounts determined under subparagraphs a
and b.”;

(10) by adding the following paragraph after the third paragraph:

“In the formulas provided for in subparagraph 1 of subparagraph iv of
subparagraph b of the first paragraph and subparagraph 1 of subparagraph v of
that subparagraph b,

(a) Ais 1/2 of the amount that would be determined under subparagraph a
of the second paragraph of section 142.1 in respect of the corporation for the
last taxation year that ends in the period if no amount had been established to
have become a bad debt in a taxation year that ends before 28 February 2000 ;

(b) B is 1/3 of the amount that would be determined under subparagraph b
of the second paragraph of section 142.1 in respect of the corporation for the
last taxation year that ends in the period if no amount had been established to
have become a bad debt in a taxation year that ends before 28 February 2000 ;
and

(c) Cis the amount that would be determined under subparagraph a of the
second paragraph of section 142.1 in respect of the corporation for the last
taxation year that ends in the period if no amount had been established to have
become a bad debt in a taxation year that ends before 28 February 2000.”
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(2) Subsection 1 applies to taxation years that end after 27 February 2000.
In addition, where subparagraph c of the third paragraph of section 308.6 of
the said Act, replaced by paragraph 9 of subsection 1, applies to taxation years
that end before 28 February 2000, the reference to “subparagraphs b and ¢” in
that subparagraph c shall be read as a reference to “subparagraphs a and b”.

106. (1) Section 333 of the said Act is amended by replacing the first
paragraph by the following paragraph:

“333. In this chapter, the expression “proceeds of disposition” has the
meaning assigned by section 251.”

(2) Subsection 1 applies in respect of transactions or events that occur after
23 December 1998.

107. Section 345 of the said Act, amended by section 260 of chapter 53 of
the statutes of 2001, is again amended by replacing “by virtue of sections 47.18
to 58” in paragraph f by “under Division VI of Chapter II of Title 11”.

108. (1) Section 350 of the said Act, amended by section 63 of chapter 53
of the statutes of 2001, is again amended, in the French text,

(1) by replacing “frais pour I’utilisation des services publics relatifs a son
ancienne résidence” in the portion of paragraph g before subparagraph i by
“frais relatifs aux services publics a I’égard de son ancienne résidence” ;

(2) by striking out “relatifs a 1’utilisation” in paragraph h.
(2) Subsection 1 has effect from 1 January 1998.

109. (1) Section 358.0.1 of the said Act, amended by section 38 of
chapter 51 of the statutes of 2001, is again amended

(1) by replacing the portion before subparagraph a of the first paragraph by
the following:

“338.0.1. If an individual in respect of whom an amount may be
deducted because of section 752.0.14 or 752.0.15 for a taxation year files with
the individual’s fiscal return under this Part for the year, other than a fiscal
return filed under the second paragraph of section 429 or section 681, 782 or
1003, a prescribed form containing the prescribed information, there may be
deducted in computing the individual’s income for the year an amount equal
to the amount by which the aggregate of all amounts each of which is an
amount that the individual may deduct in computing the individual’s income
for the year under section 78.8 or 157.18 is exceeded by the lesser of”;

(2) by replacing subparagraph i of subparagraph a of the first paragraph by
the following subparagraph:
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“i. that was paid in the year by the individual to a person who, at the time of
the payment, is neither the individual’s spouse nor under 18 years of age, on
account of attendant care provided in Canada to the individual to enable the
individual to perform the duties of an office or employment, to carry on a
business either alone or as a partner actively engaged in the business, to carry
on research or any similar work in respect of which the individual received a
grant, or to attend an educational institution referred to in section 358.0.2, or a
secondary school, at which the individual is enrolled in an educational program,
and”;

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

“(b) 2/3 of the aggregate of all amounts each of which is

i. an amount included under any of sections 32 to 58.3 in computing the
individual’s income for the year from an office or employment,

ii. the amount that would be the individual’s income for the year from a
business carried on either alone or as a partner actively engaged in the
business if it were determined without reference to section 157.18,

iii. an amount included under any of paragraphs e.2 to e.4 of section 311 or
paragraph g or & of section 312 in computing the individual’s income for the
year, or

iv. the amount determined under the second paragraph, where the individual
is attending an educational institution referred to in section 358.0.2, or a
secondary school, at which the individual is enrolled in an educational
program;”;

(4) by inserting the following paragraph after the first paragraph:

“The amount to which subparagraph iv of subparagraph b of the first
paragraph refers is the least of

(a) $15,000;

(b) the product obtained by multiplying $375 by the number of weeks in
the year during which the individual attends the educational institution or
secondary school ; and

(¢) the amount by which the individual’s income for the year, determined
without reference to this section and sections 78.8 and 157.18, exceeds the
aggregate of all amounts each of which is an amount determined under any of
subparagraphs i to iii of subparagraph b of the first paragraph in respect of the
individual for the year.”
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(2) Subsection 1 applies from the taxation year 1998. However, where
section 358.0.1 of the said Act applies to a taxation year that precedes the
taxation year 2000, it shall be read

(1) with subparagraph i of subparagraph a of the first paragraph replaced
by the following subparagraph :

“i. that was paid in the year by the individual to a person who, at the time of
the payment, is neither the individual’s spouse nor under 18 years of age, on
account of attendant care provided in Canada to the individual to enable the
individual to perform the duties of an office or employment, to carry on a
business either alone or as a partner actively engaged in the business, or to
carry on research or any similar work in respect of which the individual
received a grant, and”;

(2) with subparagraph iii of subparagraph b of the first paragraph replaced
by the following subparagraph :

“iii. an amount included under paragraph g or & of section 312 in computing
the individual’s income for the year, or”; and

(3) without reference to subparagraph iv of subparagraph b of the first
paragraph and to the second paragraph.

110. (1) The said Act is amended by inserting the following section after
section 358.0.1:

“358.0.2. The educational institution to which sections 78.8, 157.18
and 358.0.1 refer is

(a) an educational institution in Canada that is

i. a university, college or other educational institution designated by the
Lieutenant Governor in Council of a province under the Canada Student
Loans Act (Revised Statutes of Canada, 1985, chapter S-23), designated by an
appropriate authority under the Canada Student Financial Assistance Act
(Statutes of Canada, 1994, chapter 28), or designated by the Minister of
Education for the purposes of the Act respecting financial assistance for
education expenses (chapter A-13.3), or

ii. recognized by the Minister to be an educational institution providing
courses, other than courses designed for university credit, that furnish a
person with skills for, or improve a person’s skills in, an occupation;

(b) a university outside Canada at which the individual was enrolled in a
course, for a period of at least 13 consecutive weeks, leading to a degree, or

(¢) an educational institution in the United States that is a university,

college or other institution providing post-secondary education, if the individual
resided in Canada throughout the year near the boundary between Canada and
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the United States, and commuted between the individual’s residence and that
educational institution.”

(2) Subsection 1 applies from the taxation year 2000.

111. (1) Section 359 of the said Act, amended by section 260 of chapter 53
of the statutes of 2001, is again amended by replacing paragraph c.1 by the
following paragraph:

“(c.1) “proceeds of disposition” has the meaning assigned by section 251;”.

(2) Subsection 1 applies in respect of transactions or events that occur after
23 December 1998.

112. (1) Section 422 of the said Act, amended by section 68 of chapter 53
of the statutes of 2001, is again amended

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

“422. Except as otherwise provided in this Part, the disposition or
acquisition of a property by a taxpayer is deemed to be made at the fair market
value of the property at the time of the disposition or acquisition, as the case
may be, where

(a) the taxpayer acquires it by gift, succession or will, or because of a
disposition that does not result in a change in the beneficial ownership of the
property;”;

(2) by striking out “ou” at the end of the French text of paragraph b;

(3) by adding the following subparagraph after subparagraph ii of
paragraph c:

“iii. to a trust because of a disposition that does not result in a change in the
beneficial ownership of the property.”

(2) Paragraphs 1 and 2 of subsection 1 apply in respect of acquisitions that
occur after 23 December 1998.

(3) Paragraph 3 of subsection 1 applies in respect of dispositions that occur
after 23 December 1998.

113. (1) Section 424 of the said Act is amended by replacing “302 to 304”
in subsection 3 by “302 and 304”.

(2) Subsection 1 applies in respect of dispositions that occur after
31 December 1999.
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114. (1) Sections 433 and 434 of the said Act are replaced by the following
sections :

“433. An individual who dies is deemed to have, immediately before
the individual’s death, disposed of each Canadian resource property and
foreign resource property of the individual and received proceeds of disposition
for that property equal to its fair market value immediately before the death
and the person who as a consequence of the individual’s death acquires such
property is deemed to have acquired the property at the time of the death at a
cost equal to the fair market value of the property immediately before the
death.

“434. An individual who dies is deemed to have, immediately before
the individual’s death, disposed of each property that was land included in the
inventory of a business of the individual and received proceeds of disposition
for that property equal to its fair market value immediately before the death
and the person who as a consequence of the individual’s death acquires such
property is deemed to have acquired the property at the time of the death at a
cost equal to the fair market value of the property immediately before the
death.”

(2) Subsection 1 applies in respect of acquisitions that occur after
31 December 1992. However, where section 433 of the said Act applies to
taxation years that begin before 1 January 2001, it shall be read as follows:

“433. For the purposes of paragraph a of section 330 and subparagraph i
of paragraph b of each of sections 412 and 418.6, an individual who dies is
deemed to have, immediately before the individual’s death, disposed of each
property of the individual and that paragraph or either of those subparagraphs
applies to the disposition, and received proceeds of disposition for that property
equal to its fair market value immediately before the death and the person who
as a consequence of the individual’s death acquires such property is deemed to
have acquired the property at the time of the death at a cost equal to the fair
market value of the property immediately before the death.”

1135. (1) Section 435 of the said Act is amended by replacing paragraph a
by the following paragraph:

“(a) in the case of a Canadian resource property or a foreign resource
property to which section 433 applies, the following rules apply :

i. the individual is deemed to have, immediately before the individual’s
death, disposed of the property and received proceeds of disposition therefor
equal to such amount as is specified by the individual’s legal representative in
the individual’s fiscal return filed under paragraph ¢ of subsection 2 of
section 1000, to the extent that the amount does not exceed the fair market
value of the property immediately before the death, and
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ii. the spouse or trust is deemed to have acquired the property at the time of
death at a cost equal to the amount determined in respect of the disposition
under subparagraph i; and”.

(2) Subsection 1 applies from the taxation year 2001.

116. (1) Section 437 of the said Act, amended by section 45 of chapter 7
of the statutes of 2001, is again amended

(1) by replacing “under subparagraph i of paragraph b of section 107" in
subparagraph ii of paragraph b by “under subparagraph a of the second
paragraph of section 1077;

(2) by replacing “under subparagraph 1 of subparagraph i of paragraph b of
section 107" in paragraph c by “under subparagraph i of subparagraph a of the
second paragraph of section 107”;

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

“(d) for the purpose of determining, after the individual’s death, the amount
required by paragraph b of section 105 to be included in computing the
income of the person referred to in paragraph b in respect of any subsequent
disposition of the property of the business, there shall be added to the amount
determined under subparagraph ii of subparagraph a of the second paragraph
of section 107 the proportion of the amount determined under that
subparagraph ii in respect of the business of the individual immediately before
the individual’s death that the fair market value of that intangible capital
property immediately before the time of the death is of the fair market value at
that time of the aggregate of the intangible capital property of the individual in
respect of the business.”

(2) Paragraph 1 of subsection 1 applies to taxation years that end after
27 February 2000, except where the individual’s death occurs in a taxation
year of the individual that ends before 28 February 2000.

(3) Paragraphs 2 and 3 of subsection 1 apply to taxation years that end after
27 February 2000. However, where paragraph d of section 437 of the said Act
applies in respect of the time that is immediately before the individual’s death
and that is in a taxation year of the individual that ends before 28 February
2000, the reference to “under that subparagraph ii” in that paragraph shall be
read as a reference to “under subparagraph 2 of subparagraph i of paragraph b
of that section”.

117. (1) Section 450 of the said Act, amended by section 37 of chapter 40

of the statutes of 2002, is again amended by replacing the portion before
subparagraph a of the first paragraph by the following :
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“450. Where property of an individual has been transferred or assigned
to a trust referred to in section 440 or in section 454, as that section applied in
respect of a transfer that occurred before 1 January 2000, or a trust to which
subparagraph i of paragraph c of section 454.1 applies, and the property was,
immediately before that transfer or assignment, a share of the capital stock of
a family farm corporation of the individual, an interest in a family farm
partnership of the individual, land situated in Canada or depreciable property
of a prescribed class situated in Canada and the property or, if the property is
such land or such depreciable property, a property that is a capital replacement
property therefor in respect of which the trust has made an election under
section 96 or 279, was, immediately before the death of the individual’s
spouse who was a beneficiary under the trust, in the case of such a share, a
share of the capital stock of a Canadian corporation that would be a share of
the capital stock of a family farm corporation if subparagraph i of paragraph a
of section 451 were read without reference to the words “in which the
individual or a spouse, a child or the father or mother of the individual was
actively engaged on a regular and continuous basis”, or, in the case of such an
interest, an interest in a partnership that carried on the business of farming in
Canada in which it used all or substantially all of its property in carrying on
that business, or, in the case of such land, such depreciable property or such
capital replacement property, property used in carrying on the business of
farming, the following rules apply if the property, on the death of the spouse
and as a consequence thereof, is transferred or assigned and indefeasibly
vested in a child of the individual who was resident in Canada immediately
before the death:”.

(2) Subsection 1 applies in respect of transfers or assignments from trusts
that occur after 31 December 1999.

118. (1) Section450.2 of the said Act is replaced by the following section:

“450.2. For the purposes of sections 436, 439, 439.1, 653, 785.1 and
785.2, the fair market value at a particular time of any property deemed to be
disposed of at that time by reason of a particular individual’s death or as a
consequence of the particular individual becoming or ceasing to be resident in
Canada shall be determined as though the fair market value at that time of any
life insurance policy under which the particular individual, or any other
individual not dealing at arm’s length with the particular individual at that
time or at the time the policy is issued, is the person whose life is insured,
were equal to the cash surrender value, within the meaning of paragraph d of
section 966, of the policy immediately before the particular individual died or
became or ceased to be resident in Canada, as the case may be.”

(2) Subsection 1 applies in respect of dispositions that occur after 1 October
1996.

119. (1) Section 454 of the said Act is amended

(1) by replacing the first paragraph by the following paragraph:
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“434. Where at any time a capital property of an individual, other than a
trust, is transferred in any of the circumstances to which section 454.1 applies
and both the individual and the transferee are resident in Canada at that time,
the capital property is deemed to be disposed of at that time by the individual
and acquired by the transferee for an amount equal to the adjusted cost base of
the capital property immediately before that time or, where the capital property
is depreciable property, to the proportion of the undepreciated capital cost of
all the property of the same class that the fair market value before that time of
the capital property is of the fair market value before that time of the aggregate
of all of the property of the same class.”;

(2) by striking out the second paragraph.

(2) Subsection 1 applies in respect of transfers made after 31 December
1999. However, where section 454 of the said Act applies in respect of
transfers made after 31 December 1999 and before 1 January 2002, the
residence of a transferee trust shall be determined without reference to
sections 593 to 597 of the said Act, as they read before 1 January 2002.

120. (1) The said Act is amended by inserting the following sections after
section 454 :

“454.1. Subject to section 454.2, the circumstances to which section 454
refers are the following:

(a) the capital property is transferred to the individual’s spouse;;

(b) the capital property is transferred to a former spouse of the individual
in settlement of rights arising out of their marriage ; and

(c) the capital property is transferred to a trust created by the individual if
the terms of the deed creating it

i. entitled the individual’s spouse to receive all of the income of the trust
that arose before the spouse’s death and to receive or otherwise obtain, to the
exclusion of any other person, enjoyment of the income or capital of the trust,

ii. entitled the individual to receive all of the income of the trust that arose
before the individual’s death and to receive or otherwise obtain, to the exclusion
of any other person, enjoyment of the income or capital of the trust, or

iii. entitled the individual and the individual’s spouse to receive all of the
income of the trust that arose before their deaths and to receive or otherwise
obtain, to the exclusion of any other person, enjoyment of the income or
capital of the trust.

“454.2. Section 454.1 applies to a transfer of capital property by an

individual to a trust of which the terms of the deed creating it meet the
conditions in subparagraph ii or iii of paragraph c of that section only where
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(a) the trust was created after 31 December 1999
(b) either
i. the individual attained 65 years of age at the time the trust was created, or

ii. the transfer does not result in a change in beneficial ownership of the
capital property and there is immediately after the transfer no absolute or
contingent right of a person, other than the individual, or partnership as a
beneficiary, determined with reference to section 646.1, under the trust; and

(c¢) in the case of a trust of which the terms of the deed creating it meet the
conditions in subparagraph ii of paragraph c of section 454.1, the trust does
not make an election under subparagraph d of the second paragraph of
section 653.”

(2) Subsection 1 applies in respect of transfers made after 31 December
1999. However, where subparagraph ii of paragraph b of section 454.2 of the
said Act applies in respect of transfers made before 16 March 2001, it shall be
read as follows:

“ii. no person, other than the individual, or partnership has any absolute or
contingent right as a beneficiary under the trust, determined with reference to
section 646.1; and”.

121. (1) Section 455.0.1 of the said Act is amended by replacing “third”
in the portion before subparagraph a of the first paragraph by “second”.

(2) Subsection 1 has effect from 1 January 2000.
122. (1) Section 462 of the said Act is amended

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

“ii. 4/3 of the amount by which that proportion of the excess determined
under subparagraph a of the second paragraph of section 107 in respect of the
individual’s business immediately before the transfer that the fair market
value of the property, immediately before the time of the transfer, is of the fair
market value at that time of the aggregate of the individual’s intangible capital
property in respect of the business exceeds the amount included under
paragraph a of section 105 in computing the income of the individual as a
result of the disposition.”;

(2) by replacing “under subparagraph 1 of subparagraph i of paragraph b of
section 107” in the second paragraph by “under subparagraph i of

subparagraph a of the second paragraph of section 107”;

(3) by replacing the third paragraph by the following paragraph:
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“For the purpose of determining after the time of the transfer the amount
required by paragraph b of section 105 to be included in computing the
income of the child referred to in subparagraph c of the first paragraph, in
respect of any subsequent disposition of the property of the business, there
shall be added to the amount otherwise determined under subparagraph ii of
subparagraph a of the second paragraph of section 107 in respect of the child
that proportion of the amount determined under that subparagraph ii in respect
of the business of the individual immediately before the time of the transfer
that the fair market value of the property transferred immediately before the
time of the transfer is of the fair market value of the property at that time of the
aggregate of the intangible capital property of the individual in respect of the
business.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where section 462 of the said Act applies in respect of the time that
is immediately before the transfer and that is in a taxation year of the individual
that ends before 28 February 2000,

(1) the reference to “under subparagraph a of the second paragraph of
section 107 in subparagraph ii of subparagraph c of the first paragraph of that
section shall be read as a reference to “under subparagraph i of paragraph b of
section 107”; and

(2) the reference to “under that subparagraph ii” in the third paragraph of
that section shall be read as a reference to “under subparagraph 2 of
subparagraph i of paragraph b of that section”.

123. (1) Section 462.15 of the said Act is amended by replacing “third” in
paragraph c by “second”.

(2) Subsection 1 has effect from 1 January 2000.

124. (1) Section 467 of the said Act, amended by section 47 of chapter 7
of the statutes of 2001, is replaced by the following section:

“46'7. The income, loss, taxable capital gain or allowable capital loss
from property transferred by a person, in this section referred to as the
“transferor”, or substituted for such property is deemed to be that of the
transferor during the existence of the transferor while the transferor is resident
in Canada if the property or that for which it was substituted has been
transferred to a trust created since 1934 and if either property meets any of the
following conditions:

(a) it may revert to the transferor;

(b) it may pass to persons to be determined by the transferor at a time
subsequent to the creation of the trust; and

(¢) it may not be disposed of during the lifetime of the transferor without
the transferor’s consent.”
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(2) Subsection 1 applies from the taxation year 2001.
125. (1) Section 467.1 of the said Act is amended

(1) by replacing the French text of the portion before paragraph a by the
following :

“46'7.1. L article 467 ne s’applique pas a un bien détenu dans une année
d’imposition par 1’une des fiducies suivantes:”;

(2) by replacing paragraphs a and b by the following paragraphs:

“(a) by a trust governed by a retirement compensation arrangement, a
registered retirement income fund, a deferred profit sharing plan, a registered
pension plan, an employee benefit plan, a profit sharing plan, a registered
education savings plan, a registered retirement savings plan or a registered
supplementary unemployment benefit plan;

“(b) by an employee trust, a segregated fund trust within the meaning of
paragraph k of section 835, a trust referred to in subparagraph a.1 of the third
paragraph of section 647 or a trust referred to in paragraph m of section 998;”;

(3) by replacing the French text of subparagraphs c to d by the following
subparagraphs:

“c) une fiducie qui ne réside pas au Canada, qui réside dans un pays dont la
législation prévoit un impdt sur le revenu, qui est exemptée, en vertu de la
législation du pays ou elle réside, du paiement de I’impdt sur le revenu au
gouvernement de ce pays et dont la création se rapporte principalement a un
ou plusieurs régimes ou caisses de pension ou de retraite ou caisses ou
régimes établis pour le bénéfice d’employés, ou dont 1’objet principal est de
gérer ces régimes ou caisses ou de fournir des prestations dans le cadre de
ceux-ci;

“c.1) une fiducie pour I’environnement ;
“d) une fiducie prescrite.”

(2) Subsection 1 applies to taxation years that end after 8 October 1986.
However, where section 467.1 of the said Act applies,

(1) before 1 January 1991, the reference to “régime de participation différée
aux bénéfices” in the French text of paragraph a of that section shall be read as

a reference to “régime d’intéressement différé” ; and

(2) to a taxation year before the taxation year 1999, paragraph b of that
section shall be read as follows:
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“(b) by an employee trust, a segregated fund trust within the meaning of
paragraph k of section 835 or a trust referred to in paragraph m of section 998;”;

(3) to a taxation year that ends before 23 February 1994, that section shall
be read without reference to paragraph c.1 thereof.

(3) Notwithstanding sections 1010 to 1011 of the said Act, the Minister of
Revenue shall make such assessments, reassessments or additional assessments
of tax, interest or penalties payable by a taxpayer under Part I of the said Act
as are necessary, for any taxation year, to give effect to the expression
“retirement compensation arrangement” in paragraph a of section 467.1 of the
said Act; sections 93.1.8 and 93.1.12 of the Act respecting the Ministere du
Revenu (R.S.Q., chapter M-31) apply, with the necessary modifications, to
such assessments and reassessments.

126. (1) Section 485.3 of the said Act is amended by replacing
subparagraph d of the first paragraph by the following subparagraph:

“(d) the applicable fraction of the unapplied portion of a forgiven amount
at any time in respect of an obligation issued by a debtor is in respect of a loss
for a taxation year, the fraction required to be used under the first paragraph of
section 231 for that year;”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
127. (1) Section 485.12 of the said Act is amended

(1) by replacing “4/3 of” in subparagraph ii of paragraph a by “, subject to
the second paragraph, twice”;

(2) by adding the following paragraph:

“However, where the taxation year of the debtor includes 28 February 2000
or 17 October 2000, or begins after 28 February 2000 and ends before
17 October 2000, the reference to “twice” in subparagraph ii of subparagraph a
of the first paragraph shall be read, with the necessary modifications, as a
reference to the fraction that is the reciprocal of the fraction in paragraphs a
to d of section 231.0.1 that applies to the debtor for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
128. (1) Section 485.13 of the said Act is amended

(1) by replacing “4/3 of” in subparagraph i of subparagraph d of the second
paragraph by “, subject to the third paragraph, twice”;

(2) by replacing subparagraph e of the second paragraph by the following
subparagraph:
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“(e) Eisequal to

i. where the debtor is a partnership, 1, and

ii. in any other case, subject to the third paragraph, 1/2.”;

(3) by adding the following paragraph after the second paragraph:

“However, where the taxation year of the debtor includes 28 February 2000
or 17 October 2000, or begins after 28 February 2000 and ends before
17 October 2000, the following rules apply:

(a) the reference to the word “twice” in subparagraph i of subparagraph d
of the second paragraph shall be read, with the necessary modifications, as a
reference to the fraction that is the reciprocal of the fraction in paragraphs a to
d of section 231.0.1 that applies to the debtor for the year; and

(b) the reference to the fraction “1/2” in subparagraph ii of subparagraph e
of the second paragraph shall be read as a reference to the fraction in
paragraphs a to d of section 231.0.1 that applies to the debtor for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
129. (1) Section 485.27 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

“485.27. Where a commercial debt obligation issued by a debtor is
first deemed by section 485.25 or 485.26 to have been settled at a particular
time, at a subsequent time a payment is made by the debtor of an amount in
satisfaction of the principal amount of the obligation and it cannot reasonably
be considered that one of the reasons the obligation became a parked obligation
or became unenforceable, as the case may be, before the subsequent time was
to have this section apply to the payment, in computing the debtor’s income
for the taxation year, in this section referred to as the “subsequent year”, that
includes the subsequent time from the source in connection with which the
obligation was issued, the debtor may deduct the amount determined, subject
to the fourth paragraph, by the formula

0.5(A-B)-C";

(2) by adding the following paragraph after the third paragraph:

“Where the subsequent year includes 28 February 2000 or 17 October
2000, or begins after 28 February 2000 and ends before 17 October 2000, the
reference to “0.5” in the formula provided for in the first paragraph shall be

read as a reference to the fraction in paragraphs a to d of section 231.0.1 that
applies to the debtor for that year.”
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(2) Subsection 1 applies to taxation years that end after 27 February 2000.

130. (1) Section 485.36 of the said Act is amended by replacing
“paragraph ¢” in paragraph b by “subparagraph c of the first paragraph”.

(2) Subsection 1 has effect from 1 January 2000.
131. (1) Section 517.4.4 of the said Act is amended

(1) by replacing “4/3 of” by “subject to the third paragraph, twice” in the
following provisions of the first paragraph:

— subparagraph ii of subparagraph a;
— the portion of subparagraph b before subparagraph i;

(2) by replacing “3/4 of” in the second paragraph by “and subject to the
third paragraph, 1/2 of’;

(3) by adding the following paragraph after the second paragraph:

“Where the taxation year of the transferor includes 28 February 2000 or
17 October 2000, or begins after 28 February 2000 and ends before 17 October
2000, the following rules apply:

(a) the reference to the word “twice” in subparagraph ii of subparagraph a
of the first paragraph and the portion of subparagraph b of that paragraph
before subparagraph i shall be read, with the necessary modifications, as a
reference to the fraction that is the reciprocal of the fraction in paragraphs a to
d of section 231.0.1 that applies to the transferor for the year; and

(b) the reference to the fraction “1/2” in the second paragraph shall be read
as a reference to the fraction in paragraphs a to d of section 231.0.1 that
applies to the transferor for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
132. (1) Section 524.0.1 of the said Act is amended

(1) by replacing “under subparagraph 2 of subparagraph i of paragraph b of
section 107 in the portion before the formula provided for in the first
paragraph and in subparagraph a of the second paragraph by “under
subparagraph ii of subparagraph a of the second paragraph of section 107" ;

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

“(d) D isthe amount that would be included under section 105 in computing
the taxpayer’s income as a result of the disposition if the amounts determined
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under subparagraphs ¢ and d of the second paragraph of section 105.2 were
nil ;”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, paragraph 1 of that subsection does not apply where the time that is
immediately before the disposition is in a taxation year of the taxpayer that
ends before 28 February 2000.

133. (1) Section 560.3 of the said Act is replaced by the following section:

“360.3. For the purpose of determining after the winding-up the amount
required by paragraph b of section 105 to be included in computing the
parent’s income in respect of the business carried on by the subsidiary
immediately before the winding-up, the parent shall add to the amount otherwise
determined under subparagraph ii of subparagraph a of the second paragraph
of section 107, the amount determined under that subparagraph ii in respect of
that business immediately before the winding-up.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where section 560.3 of the said Act applies in respect of the time
that is immediately before the winding-up of the subsidiary and is in a taxation
year of the subsidiary that ends before 28 February 2000, the reference to
“uander that subparagraph ii” in that section 560.3 shall be read as a reference
to “under subparagraph 2 of subparagraph i of paragraph b of that section”.

134. (1) Section 600.0.3 of the said Act is amended

(1) by replacing the portion before the formula provided for in the first
paragraph by the following:

“600.0.3. Notwithstanding sections 231, 231.1, 231.2 and 600, where,
in a particular taxation year of a taxpayer, the taxpayer is a member of a
partnership with a fiscal period that ends in the particular year, the taxable
capital gain, other than that part of the gain that can reasonably be attributed to
an amount deemed under section 105.3 to be a taxable capital gain of the
partnership, allowable capital loss or allowable business investment loss of the
taxpayer for the particular year in respect of the partnership is determined by
the formula”;

(2) by replacing the second paragraph by the following paragraph:
“In the formula provided for in the first paragraph,

(a) A is the taxpayer’s taxable capital gain, other than that part of the gain
that can reasonably be attributed to an amount deemed under section 105.3 to
be a taxable capital gain of the partnership, allowable capital loss or allowable
business investment loss, as the case may be, for the particular year, in respect
of the partnership that would, but for this section, be determined under
section 600
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(b) B is the fraction that applies under section 231, 231.1 or 231.2, as the
case may be, for the particular year in respect of the taxpayer; and

(¢) Cis the fraction that is used under any of sections 231, 231.1 and 231.2
for the fiscal period of the partnership.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000,
except where paragraph 2 of that subsection replaces subparagraph c of the
second paragraph of section 600.0.3 of the said Act, in which case that
paragraph 2 applies to fiscal periods that end after 27 February 2000. However,
where the portion of the first paragraph of section 600.0.3 of the said Act
before the formula and subparagraphs b and c of the second paragraph of that
section apply in respect of gifts made before 15 March 2000, they shall be read
without the reference to “, 231.1”.

135. (1) The said Act is amended by inserting the following section after
section 600.0.3:

“600.0.4. For the purposes of section 600.0.3, where the fraction referred
to in subparagraph c¢ of the second paragraph of that section cannot be
determined by a taxpayer in respect of a fiscal period of a partnership that
ended before 28 February 2000, or includes 28 February 2000 or 17 October
2000, the fraction is deemed to be

(a) where the fiscal period ended before or began before 28 February 2000,
3/4;

(b) where the fiscal period began after 27 February 2000 but before
18 October 2000, 2/3 ; and

(¢) in any other case, 1/2.”
(2) Subsection 1 applies to taxation years that end after 27 February 2000.

136. (1) Section 613.6 of the said Act, replaced by section 65 of chapter 7
of the statutes of 2001, is amended by replacing paragraph a by the following
paragraph:

“(a) by operation of any law governing the partnership arrangement, the
liability of the member as a member of the partnership is limited, except by
operation of a provision of a statute of Canada or a province that limits the
member’s liability only for debts and other obligations of the partnership, or
any member of the partnership, arising from the misconduct or faults or
omissions or negligent acts that another member of the partnership or an
employee, agent or mandatary, or representative of that member or of the
partnership commits in the course of the partnership’s business while the
partnership is a limited liability partnership referred to in that provision;”.
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(2) Subsection 1 has effect from 1 January 1998. However, where
paragraph a of section 613.6 of the said Act applies before 21 June 2001, it
shall be read without reference to “of that member or”.

137. (1) Section 622 of the said Act is amended by replacing “under
subparagraph i of paragraph b of section 107" in the portion before paragraph a
by “under subparagraph a of the second paragraph of section 107”.

(2) Subsection 1 applies to fiscal periods of a partnership that end after
27 February 2000.

138. (1) Section 624.1 of the said Act is amended

(1) by replacing “under subparagraph 1 of subparagraph i of paragraph b of
section 107" in paragraph b by “under subparagraph i of subparagraph a of the
second paragraph of section 107”;

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

“(c) for the purpose of determining after the particular time the amount
required by paragraph b of section 105 to be included in computing the
person’s income in respect of any subsequent disposition of the property of the
business, the amount determined under subparagraph ii of subparagraph a of
the second paragraph of section 107 is deemed to be equal to that person’s
share of the amount determined under that subparagraph ii in respect of the
partnership’s business immediately before the particular time.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where paragraph c of section 624.1 of the said Act applies in respect
of the time that is immediately before the particular time referred to in that
paragraph ¢ and is in a fiscal period of the partnership that ends before
28 February 2000, the reference to “under that subparagraph ii” in that
paragraph c¢ shall be read as a reference to “under subparagraph 2 of
subparagraph i of paragraph b of that section”.

139. (1) Section 628 of the said Act is amended by replacing “under
subparagraph i of paragraph b of section 107" in the portion before paragraph a
by “under subparagraph a of the second paragraph of section 107”.

(2) Subsection 1 applies to fiscal periods of a partnership that end after
27 February 2000.

140. (1) Section 630.1 of the said Act is amended
(1) by replacing “under subparagraph 1 of subparagraph i of paragraph b of
section 107 in paragraph a by “under subparagraph i of subparagraph a of the

second paragraph of section 107”;

(2) by replacing paragraph b by the following paragraph:
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“(b) for the purpose of determining after the particular time the amount
required by paragraph b of section 105 to be included in computing the
person’s income in respect of any subsequent disposition of the property of the
business, the amount determined under subparagraph ii of subparagraph a of
the second paragraph of section 107 is deemed to be equal to the amount
determined under that subparagraph ii in respect of the partnership’s business
immediately before the particular time.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where paragraph b of section 630.1 of the said Act applies in respect
of the time that is immediately before the particular time referred to in that
paragraph b and that is in a fiscal period of the partnership that ends before
28 February 2000, the reference to “under that subparagraph ii” in that
paragraph b shall be read as a reference to “under subparagraph 2 of
subparagraph i of paragraph b of that section”.

141. (1) Section 634 of the said Act is amended by replacing “3/4 of” by
“subject to section 635.1, 1/2 of”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

142. (1) Section 635 of the said Act is amended by replacing “4/3 of his”

2,9

in paragraph d by “, subject to section 635.1, twice the taxpayer’s”.
(2) Subsection 1 applies to taxation years that end after 27 February 2000.

143. (1) The said Act is amended by inserting the following section after
section 635:

“633.1. Where the taxation year of the taxpayer includes 28 February
2000 or 17 October 2000, or begins after 28 February 2000 and ends before
17 October 2000, the following rules apply:

(a) the reference to the fraction “1/2” in section 634 shall be read as a
reference to the fraction in paragraphs a to d of section 231.0.1 that applies to
the taxpayer for the year; and

(b) the reference to the word “twice” in paragraph d of section 635 shall be
read, with the necessary modifications, as a reference to the fraction that is the
reciprocal of the fraction in paragraphs a to d of section 231.0.1 that applies to
the taxpayer for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
144. (1) Section 637 of the said Act is amended

(1) by replacing the portion before paragraph b by the following:
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“637. Notwithstanding section 231, a taxpayer’s taxable capital gain
from the disposition of an interest in a partnership to any person exempt from
tax under sections 980 to 999.1 is deemed to be equal to the total of

(a) subject to the second paragraph, 1/2 of the portion of the taxpayer’s
capital gain for the year therefrom that can reasonably be attributed to the
increase in the value of any capital property of the partnership other than
depreciable property; and”;

(2) by adding the following paragraph:

“However, where the taxation year of the taxpayer includes 28 February
2000 or 17 October 2000, or begins after 28 February 2000 and ends before
17 October 2000, the reference to the fraction “1/2” in subparagraph a of the
first paragraph shall be read as a reference to the fraction in paragraphs a to d
of section 231.0.1 that applies to the taxpayer for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
145. (1) Section 646 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

“646. In this Part, unless the context indicates a different meaning and
subject to the third paragraph, a trust, wherever it is created, or a succession,
in this Title referred to as a “trust”, also includes the trustee or other legal
representative having ownership or control of the trust property.”;

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

“However, except for the purposes of this section, subparagraph v of
subparagraph b of the first paragraph of section 248, subparagraph g of the
second paragraph of that section and section 646.1, an arrangement under
which a trust can reasonably be considered to act as agent or mandatary for all
of the beneficiaries under the trust in respect of all of the dealings with all of
the trust’s property, is deemed not to be a trust, unless the trust is described in
any of paragraphs a to d of the third paragraph of section 647.”

(2) Paragraph 1 of subsection 1 applies from the taxation year 1998.
However, where the first paragraph of section 646 of the said Act applies in
respect of transfers of property that occur before 24 December 1998, it shall
be read as follows:

“@46. In this Part, unless the context indicates a different meaning, a
trust, wherever it is created, or a succession, in this Title referred to as a
“trust”, also includes the trustee or other legal representative having ownership
or control of the trust property.”
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(3) Paragraph 2 of subsection 1 applies in respect of transfers of property
that occur after 23 December 1998.

146. (1) The said Act is amended by inserting the following section after
section 646:

“646.1. Notwithstanding section 7.11.2 and for the purposes of
subparagraph ii of paragraph b of section 454.2, section 646, subparagraph a.4
of the first paragraph of section 653 and paragraph e of section 692.5, a person
or partnership is deemed not to be a beneficiary under a trust at a particular
time where the person or partnership is beneficially interested in the trust at
that time solely because of

(a) aright that may arise as a consequence of the terms of the will of an
individual who, at that time, is a beneficiary under the trust;

(b) a right that may arise as a consequence of the law governing the
intestacy of an individual who, at that time, is a beneficiary under the trust;

(c) aright as a shareholder under the terms of the shares of the capital stock
of a corporation that, at that time, is a beneficiary under the trust;

(d) aright as a member of a partnership under the terms of the partnership
agreement, where, at that time, the partnership is a beneficiary under the trust;
or

(e) any combination of rights described in paragraphs a to d.”
(2) Subsection 1 applies from the taxation year 1998.
147. (1) Section 647 of the said Act is amended

(1) by replacing the portion of the third paragraph before subparagraph a
by the following:

“For the purposes of sections 653 to 656.2, 659, 660, 665, 665.1, 684 and
685 and paragraph b of section 657 at any time, a trust does not include a unit
trust or a particular trust described in the fourth paragraph and, for the
purposes of sections 653 to 656.2, 659, 660, 661, 662, 663.1, 663.2, 665,
665.1, 684 t0 688.2,690.0.1 and 691 to 692.0.1 and paragraph b of section 657,
a trust does not include any of the following trusts:”;

(2) by inserting the following subparagraph after subparagraph a of the
third paragraph:

“(a.1) a trust, other than a trust described in paragraph a or d, all or
substantially all of the property of which is held for the purpose of providing
benefits to individuals each of whom is provided with benefits in respect of, or
because of, an office or employment or former office or employment of any
individual ;”;
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(3) by replacing the portion of the fourth paragraph before subparagraph b
by the following:

“The particular trust referred to in the third paragraph is a trust all interests
in which have vested indefeasibly at the time referred to in that paragraph, and
that is not

(a) an alter ego trust, a joint spousal trust, a post-1971 spousal trust or a
trust to which subparagraph a.4 of the first paragraph of section 653 applies;”;

(4) by adding the following subparagraphs after subparagraph c¢ of the
fourth paragraph:

“(d) atrust that is at that time resident in Canada where the total fair market
value at that time of all interests in the trust held at that time by beneficiaries
under the trust who at that time are not resident in Canada exceeds 20% of the
total fair market value at that time of all interests in the trust held at that time
by beneficiaries under the trust;

“(e) a trust under the terms of which, at that time, all or part of a person’s
interest in the trust is to be terminated with reference to a period of time,
including a period of time determined with reference to the person’s death,
otherwise than as a consequence of terms of the trust under which an interest
in the trust is to be terminated as a consequence of a distribution to the person,
or the person’s succession, of trust property if the fair market value of the
property to be distributed is required to be proportional to the fair market
value of that interest immediately before the distribution ; or

“(f) a trust that, before that time and after 17 December 1999, has made a
distribution to a beneficiary in respect of the beneficiary’s capital interest in
the trust, if the distribution can reasonably be considered to have been financed
by a liability of the trust and one of the reasons for incurring the liability was
to avoid taxes otherwise payable under this Part as a consequence of the death
of an individual.”

(2) Paragraphs 1 and 3 of subsection 1 apply from the taxation year 1998.
However, where the portion of the third paragraph of section 647 of the said
Act before subparagraph a applies before 1 January 2000, the reference to
“688.2” in that portion shall be read as a reference to “689”.

(3) Paragraph 2 of subsection 1 applies from the taxation year 1999.

(4) Paragraph 4 of subsection 1 applies from the taxation year 1998.
However,

(1) where the fourth paragraph of section 647 of the said Act applies before

24 December 1998, it shall be read without reference to subparagraph d
thereof ; and
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(2) where the trust so elects in a document filed with the Minister of
Revenue on or before the trust’s filing-due date for the taxation year of the
trust that includes (insert the date of assent to this Act), or on any later date
that is acceptable to the Minister, subparagraph e of the fourth paragraph of
section 647 of the said Act, where it applies before 1 January 2001, shall be
read as follows:

“(e) atrust any interest in which may become effective in the future; or”.

148. (1) Section 649 of the said Act, amended by section 68 of chapter 7
of the statutes of 2001, is again amended

(1) by replacing the portion of paragraph b before subparagraph 1 of
subparagraph ii by the following:

“(b) it meets the following conditions:

i. throughout the taxation year in which the particular time occurs, in this
paragraph referred to as the “current year”, the trust was resident in Canada,

ii. throughout the period or periods, in this paragraph referred to as the
“relevant periods”, that are in the current year and throughout which the
conditions under paragraph a are not satisfied in respect of the trust, its only
undertaking is”;

(2) by replacing the portion of subparagraph iii of paragraph b before
subparagraph 1 by the following:

“iii. throughout the relevant periods at least 80% of its property consists of
any combination of”’;

(3) by replacing subparagraphs iv and v of paragraph b by the following
subparagraphs:

“iv. one of the following conditions is met:

(1) not less than 95% of its income for the current year, determined without
reference to section 295.1 and paragraph a of section 657, is derived from, or
from the disposition of, investments described in subparagraph iii, or

(2) not less than 95% of its income for each of the relevant periods,
determined without reference to section 295.1 and paragraph a of section 657
and as though each of those periods were a taxation year, is derived from, or
from the disposition of, investments described in subparagraph iii,

“v. throughout the relevant periods, not more than 10% of its property
consists of bonds, securities or shares of capital stock of any one corporation
or debtor other than the Government of Québec, the Government of Canada,
the government of another province or a Canadian municipality,”;
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(4) by adding the following subparagraph after subparagraph v of
paragraph b:

“v.1. where the trust would not be a unit trust at the particular time if this
paragraph were read without reference to this subparagraph and subparagraph
iii were read without reference to subparagraph 6, the units of the trust are
listed at any time in the current year or in the following taxation year on a
Canadian stock exchange; and”.

(2) Subsection 1 applies from the taxation year 1998. However, where
subparagraph v.1 of paragraph b of section 649 of the said Act applies before
26 November 1999, the reference to “Canadian stock exchange” in that
subparagraph v.1 shall be read as a reference to “Canadian stock exchange that
is a stock exchange referred to in paragraph a of section 21.11.20R1 of the
Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, .1)”.

149. (1) Section 649.1 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:
“649.1. “Personal trust” means
(a) a testamentary trust; or

(b) an inter vivos trust no beneficial interest in which was acquired for
consideration payable directly or indirectly to the trust or to any person who
has made a contribution to the trust by way of transfer, assignment or other
disposition of property but, after 31 December 1999, does not include a unit
trust.”;

(2) by striking out the second paragraph.
(2) Subsection 1 has effect from 24 December 1998.

150. (1) Sections 650 and 651 of the said Act are replaced by the following
sections :

“630. For the purposes of the definition of “income interest” in
section 683, the income of a trust is computed without reference to the
provisions of this Part and, for the purposes of the second paragraph of
sections 440 and 441.1, paragraph ¢ of section 454.1, the definition of “pre-
1972 spousal trust” in section 652.1 and subparagraph a of the first paragraph
of section 653, the income of a trust is equal to its income computed without
reference to the provisions of this Part minus any dividend included therein
that is not included by reason of sections 501 to 503 in computing the income
of the trust for the purposes of the other provisions of this Part, or that is
referred to in section 1106 or 1116.
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“631. For the purposes of the second paragraph of sections 440 and
441.1, paragraph c of section 454.1, the definition of “pre-1972 spousal trust”
in section 652.1 and subparagraph a of the first paragraph of section 653,
where a trust has been created by an individual, no person is deemed to have
received or otherwise obtained or to be entitled to receive or otherwise obtain
enjoyment of any income or capital of the trust solely because of the payment,
or provision for payment, by the trust of any duty by reason of the individual’s
death or the death of the individual’s spouse who is a beneficiary under the
trust, in respect of any property of, or interest in, the trust or any tax in respect
of any income of the trust.”

(2) Subsection 1 applies from the taxation year 2000, except for the purposes
of sections 454 to 462.0.1 of the said Act in respect of transfers made before
1 January 2000.

I151. (1) The said Act is amended by inserting the following sections after
section 651.1:

“6531.2. Where at a particular time the terms that govern a trust are
varied, the following rules apply:

(a) subject to the second paragraph, for the purposes of sections 653 to
656.2, the trust is, at and after that time, deemed to be the same trust as, and a
continuation of, the trust immediately before that time ;

(b) for the purposes of the definition of “personal trust” in section 1,
paragraph n of section 257 and section 686, no interest of a beneficiary under
the trust before its terms were varied is considered to be consideration for the
interest of the beneficiary in that trust whose terms were varied.

Subparagraph a of the first paragraph does not affect the application of
subparagraph a.1 of the first paragraph of section 653.

“631.3. For the purposes of the definition of “personal trust” in section 1,
paragraph n of section 257 and section 686, the following rules apply :

(@) an interest in a trust is deemed not to be acquired for consideration
solely because it was acquired in satisfaction of any right as a beneficiary
under the trust to enforce payment of an amount by the trust; and

(b) where all the beneficial interests in an inter vivos trust acquired by way
of the transfer, assignment or other disposition of property to that trust were
acquired by any of the persons described in the second paragraph, any beneficial
interest in that trust acquired by such a person is deemed to be acquired for no
consideration.

The person to which subparagraph b of the first paragraph refers is

(a) one person; or
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(b) two or more persons who would be related to each other if

i. a trust and another person were related to each other, where the other
person is a beneficiary under the trust or is related to a beneficiary under the
trust, and

ii. a trust and another trust were related to each other, where a beneficiary
under the trust is a beneficiary under the other trust or is related to a beneficiary
under the other trust.”

(2) Subsection 1, where it enacts section 651.2 of the said Act, applies from
the taxation year 2000.

(3) Subsection 1, where it enacts section 651.3 of the said Act, has effect
from 24 December 1998.

152. (1) Section 652.1 of the said Act is amended

(1) by inserting the following definition in alphabetical order:
““exempt property” of a taxpayer at any time means property any income or
gain from the disposition of which by the taxpayer at that time would not
cause an increase in the taxpayer’s tax payable under this Part because the
taxpayer is not resident in Canada or because of a provision contained in a tax
agreement;”;

(2) by adding the following definitions in alphabetical order :
““alter ego trust” means a trust to which subparagraph a of the first
paragraph of section 653 would apply if that subparagraph were read without
reference to subparagraph i and subparagraph 2 of subparagraph ii;”;

““joint spousal trust” means a trust to which subparagraph a of the first
paragraph of section 653 would apply if that subparagraph were read without
reference to subparagraph i and subparagraph 1 of subparagraph ii;”;

““post-1971 spousal trust” means a trust that would be described in
subparagraph a of the first paragraph of section 653 if that subparagraph were
read without reference to subparagraph ii;”.

(2) Paragraph 1 of subsection 1 has effect from 1 January 1993. However,
where the definition of “exempt property” in section 652.1 of the said Act
applies to a taxation year before the taxation year 1998, it shall be read as
follows :

““exempt property” of a taxpayer at any time means property any income or
gain from the disposition of which by the taxpayer at that time would not
cause an increase in the taxpayer’s tax payable under this Part because the
taxpayer is not resident in Canada or because of a provision contained in a tax
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agreement between Québec and a particular country in respect of income tax
that has the force of law in Québec or, in the absence of such an agreement,
because of a tax convention or agreement between Canada and a particular
country that has the force of law in Canada;”.

(3) Paragraph 2 of subsection 1, where it enacts the definition of “post-
1971 spousal trust”, applies in respect of trusts created after 31 December
1971.

(4) Paragraph 2 of subsection 1, where it enacts the definitions of “alter
ego trust” and “joint spousal trust”, applies in respect of trusts created after
31 December 1999.

1533. (1) Section 652.2 of the said Act is repealed.
(2) Subsection 1 applies from the taxation year 2000.
154. (1) Section 653 of the said Act is amended

(1) by replacing the portion of the first paragraph before subparagraph a.1
by the following:

“653. A trust is, at the end of each of the following days, deemed to
dispose of each property of the trust, other than exempt property, that is capital
property, other than excluded property, and to reacquire the property
immediately after that day or land included in the inventory of a business of
the trust:

(a) the day on which

i. the spouse of the individual who created the trust died if the terms of the
deed creating it entitled the spouse to receive all of the income of the trust that
arose before the spouse’s death and to receive or otherwise obtain, to the
exclusion of any other person, enjoyment of the income or capital of the trust,
or

ii. the individual died or, if it is later, the day on which the individual’s
spouse died, if the trust is a trust described in subparagraph ii of subparagraph d
of the second paragraph and the terms of the deed creating it

(1) entitled the individual to receive all of the income of the trust that arose
before the individual’s death and to receive or otherwise obtain, to the exclusion
of any other person, enjoyment of the income or capital of the trust, or

(2) entitled the individual and the individual’s spouse to receive all of the
income of the trust that arose before their deaths and to receive or otherwise
obtain, to the exclusion of any other person, enjoyment of the income or
capital of the trust;”;
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(2) by inserting the following subparagraphs after subparagraph a.1 of the
first paragraph:

“(a.2) where the trust designates an amount in respect of a beneficiary as
the beneficiary’s capital interest in the trust, it can reasonably be considered
that the distribution was financed by a liability of the trust and one of the
reasons for incurring the liability was to avoid taxes otherwise payable under
this Part as a consequence of the death of an individual, the day on which the
distribution is made, determined as if a day ends for the trust immediately
after the time at which each distribution is made by the trust to a beneficiary in
respect of the beneficiary’s capital interest in the trust;

“(a.3) where property, other than property described in the fourth paragraph,
has been transferred by an individual after 17 December 1999 to the trust in
circumstances in which section 454 applied, it can reasonably be considered
that the property was so transferred in anticipation that the individual would
subsequently cease to be resident in Canada and the individual subsequently
ceases to be resident in Canada, the first day after that transfer during which
the individual ceases to be resident in Canada, determined as if a day ends for
the trust immediately after each time at which the individual ceases to be
resident in Canada;;

“(a.4) where the trust is a trust to which property was transferred by a
taxpayer who is an individual, other than a trust, in circumstances in which
sections 454 to 462.0.1 or section 692.8 applied, the transfer did not result in a
change in beneficial ownership of that property and no person, other than the
taxpayer, or partnership has any absolute or contingent right as a beneficiary
under the trust, determined with reference to section 646.1, the day on which
the taxpayer dies;”;

(3) by replacing “subparagraph a or a.1” in subparagraph b of the first
paragraph by “any of subparagraphs a, a.1 and a.4”;

(4) by replacing “subparagraph a or a.1” in subparagraph c¢ of the first
paragraph by “any of subparagraphs a to a.4”;

(5) by adding the following subparagraph after subparagraph ¢ of the
second paragraph:

“(d) a trust, other than a trust the terms of which are described in
subparagraph 1 of subparagraph ii of subparagraph a of the first paragraph
that elects in its fiscal return filed under this Part for its first taxation year that
this subparagraph not apply, that was created after 31 December 1999 by an
individual during the individual’s lifetime and that, at any time after that date,
was

i. atrust described in subparagraph a of the first paragraph, or

ii. atrust that was created by a taxpayer who had attained 65 years of age.”;
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(6) by adding the following paragraph after the third paragraph:

“The property to which subparagraph a.3 of the first paragraph refers is
(a) an immovable situated in Canada;

(b) a Canadian resource property;

(c) atimber resource property ;

(d) acapital property used in a business carried on through an establishment
in Canada;

(e) anintangible capital property in respect of a business carried on through
an establishment in Canada;

(f) aproperty described in the inventory of a business carried on through an
establishment in Canada; or

(g) a prescribed property.”

(2) Paragraph 1 of subsection 1 applies to days after 23 December 1998
that are determined in respect of a trust under section 653 of the said Act, and,
for the purpose of determining the cost amount of property to a trust after that
date, to days after 31 December 1992 that are determined in respect of the
trust under that section. However, where subparagraph a of the first paragraph
of that section applies to taxation years before the taxation year 2000, it shall
be read as follows:

“(a) the day on which the spouse of the individual who created the trust
died if the terms of the deed creating it entitled the spouse to receive all of the
income of the trust that arose before the spouse’s death and to receive or
otherwise obtain, to the exclusion of any other person, enjoyment of the
income or capital of the trust;”.

(3) Paragraph 2 of subsection 1, where it enacts subparagraphs a.2 and a.3
of the first paragraph of section 653 of the said Act, and paragraph 6 of that
subsection 1 apply to days after 17 December 1999 that are determined under
that section 653.

(4) Paragraph 2 of subsection 1, where it enacts subparagraph a.4 of the
first paragraph of section 653 of the said Act, and paragraph 3 of subsection 1

apply

(1) from the taxation year 2000; or

(2) after 23 December 1998, where a trust so elects in a document filed
with the Minister of Revenue on or before (insert the date that is 90 days after

the date of introduction of this Act), or on any later date that is acceptable to
the Minister.

118



(5) Paragraphs 4 and 5 of subsection 1 apply from the taxation year 2000.

135. (1) Section 654 of the said Act is amended by inserting ““, determined
with reference to section 450.2,” after “at that time”.

(2) Subsection 1 applies to days after 23 December 1998 that are determined
in respect of a trust under section 653 of the said Act, amended by subsection 1
of section (insert the number of the section in this Act that amends section 653
of the Taxation Act), and, for the purpose of determining the cost amount of
property to a trust after that latter date, to days after 31 December 1992 that
are determined in respect of the trust under that section 653.

1536. (1) Section 656.4 of the said Act, amended by section 69 of chapter 7
of the statutes of 2001, is again amended

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

“(c) section 692.8 does not apply to a disposition by the trust during the
period described in paragraph b.”;

(2) by striking out paragraph d.

(2) Subsection 1 applies in respect of transfers made after 23 December
1998.

157. (1) Section 656.9 of the said Act is amended

(1) by replacing the portion before subparagraph 1 of subparagraph i of
paragraph a by the following:

“636.9. Where capital property, other than excluded property, land
included in inventory, Canadian resource property or foreign resource property
is transferred at a particular time by a trust, in this section referred to as the
“transferor trust”, to another trust, in this section referred to as the “transferee
trust”, in circumstances in which subparagraph b of the second paragraph of
section 248 or section 688 or 692.8 applies, the following rules apply :

(a) subject to paragraphs b to b.3, for the purposes of sections 653 to 656.3
after the particular time,

i. the first day, in this section referred to as the “disposition day”, that ends
at or after the particular time that would, but for subparagraphs a.2 and a.3 of
the first paragraph of section 653, be determined in respect of the transferee
trust is deemed to be the earliest of”’;

(2) by replacing subparagraph 3 of subparagraph i of paragraph a by the
following subparagraph:
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“(3) where the transferor trust is a joint spousal trust, a post-1971 spousal
trust or a pre-1972 spousal trust and the spouse referred to in subparagraph a
of the first paragraph of section 653 or in the definition of “pre-1972 spousal
trust” in section 652.1, is alive at the particular time, the first day that ends at
or after the particular time,”;

(3) by inserting the following subparagraph after subparagraph 3 of
subparagraph i of paragraph a:

“(3.1) where the transferor trust is an alter ego trust, a trust to which
subparagraph a.4 of the first paragraph of section 653 applies or a joint
spousal trust, and the taxpayer referred to in subparagraph a or a.4 of that first
paragraph, as the case may be, is alive at the particular time, the first day that
ends at or after the particular time, and”;

(4) by replacing “jour d’aliénation” by “jour de I’aliénation” in the French
text of the following provisions:

— subparagraph 4 of subparagraph i of paragraph a;

— subparagraph ii of paragraph a;

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

“(b) where the transferor trust is a trust, in this paragraph referred to as an
“eligible trust”, that is a post-1971 spousal trust or a pre-1972 spousal trust,
and the spouse referred to in subparagraph a of the first paragraph and the
second paragraph of section 653 or in the definition of “pre-1972 spousal
trust” in section 652.1 is alive at the particular time, paragraph a does not
apply in respect of the transfer where the transferee trust is also an eligible
trust;”;

(6) by inserting the following paragraphs after paragraph b:

“(b.1) paragraph a does not apply in respect of the transfer where

i. the transferor trust is an alter ego trust,

ii. the taxpayer referred to in subparagraph a of the first paragraph of
section 653 is alive at the particular time, and

iii. the transferee trust is an alfer ego trust;

“(b.2) paragraph a does not apply in respect of the transfer where

i. the transferor trust is a joint spousal trust,

ii. either the taxpayer referred to in subparagraph a of the first paragraph of

section 653, or the taxpayer’s spouse referred to in that subparagraph, is alive
at the particular time, and
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iii. the transferee trust is a joint spousal trust;
“(b.3) paragraph a does not apply in respect of the transfer where

i. the transferor trust is a trust to which subparagraph a.4 of the first
paragraph of section 653 applies,

ii. the taxpayer referred to in subparagraph a.4 of the first paragraph of
section 653 is alive at the particular time, and

iii. the transferee trust is a trust to which subparagraph a.4 of the first
paragraph of section 653 applies; and”;

(7) by replacing “réputé €tre un jour” in the French text of paragraph c by
“réputé un jour”.

(2) Paragraph 1 of subsection 1, where it replaces the portion of section 656.9
of the said Act before paragraph a, applies in respect of transfers made after
11 February 1991. However, in respect of transfers made before 24 December
1998, that portion shall be read as follows:

“636.9. Where capital property, other than excluded property, land
included in inventory, Canadian resource property or foreign resource property
is transferred at a particular time by a trust, in this section referred to as the
“transferor trust”, to another trust, in this section referred to as the “transferee
trust”, in circumstances in which paragraph d of subsection 2 of section 248 or
section 688 applies, and the transferee trust is not a particular trust described
in the fourth paragraph of section 647, the following rules apply :”.

(3) Paragraph 1 of subsection 1, where it replaces the portion of paragraph a
of section 656.9 of the said Act before subparagraph 1 of subparagraph i,
applies in respect of transfers made after 17 December 1999.

(4) Paragraphs 2, 3, 5 and 6 of subsection 1 apply in respect of transfers
made after 31 December 1999.

(5) Paragraph 4 of subsection 1 has effect from 18 December 1999.
158. (1) Section 657 of the said Act is amended

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

“ii. where the trust is a post-1971 spousal trust that was created after
20 December 1991, or would be such a trust if the reference in subparagraph a
of the second paragraph of section 653 to “at the time it was created” were
read as a reference to “on 20 December 19917, and the spouse referred to in
subparagraph a of the first paragraph of that section in respect of the trust is
alive throughout the year, such part of the amount that would be its income for
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the year as became payable in the year to a beneficiary other than the spouse or
was included under section 662 in computing the income of a beneficiary
other than the spouse, but for”;

(2) by inserting the following subparagraph after subparagraph ii of
paragraph a:

“ii.1 where the trust is an alter ego trust or a joint spousal trust and the
death or the later death, as the case may be, referred to in subparagraph ii of
subparagraph a of the first paragraph of section 653 has not occurred before
the end of the year, such part of the amount that, but for this paragraph,
paragraph b and sections 92.5.2 and 691, would be its income as became
payable in the year to a beneficiary, other than a taxpayer or a spouse referred
to in subparagraph 1 or 2 of subparagraph ii of subparagraph a of the first
paragraph of section 653 or is included under section 662 in computing the
income of a beneficiary, other than such a taxpayer or spouse, and”;

(3) by replacing subparagraph iii of paragraph a by the following
subparagraph:

“iii. where the trust is an alter ego trust, a joint spousal trust, a trust to
which subparagraph a.4 of the first paragraph of section 653 applies or a post-
1971 spousal trust and the death or the later death, as the case may be, referred
to in subparagraph a or a.4 of that first paragraph in respect of the trust
occurred in the year, an amount equal to the amount by which the maximum
amount that would be deductible under this section in computing the trust’s
income for the year if this section were read without reference to this
subparagraph, exceeds the aggregate of

(1) the amount that, but for this paragraph, paragraph b and sections 92.5.2
and 691, would be the trust’s income that became payable in the year to the
taxpayer or spouse referred to in subparagraph i of subparagraph a of the first
paragraph of section 653, subparagraph 1 or 2 of subparagraph ii of that
subparagraph a or subparagraph a.4 of the first paragraph of that section, and

(2) the amount that would be the trust’s income for the year if that income
were computed without reference to this paragraph and paragraph b and as if
the year began immediately after the end of the day on which the death
occurred in the year;”.

(2) Subsection 1 applies from the taxation year 2000.

159. (1) Section 657.1 of the said Act is amended by adding the following
paragraph after paragraph b:

“(c¢) where that section applies to an inter vivos trust deemed by
section 851.25 to exist in respect of a congregation that is a part of a religious
organization, the amount that may be deducted by such a trust under that
paragraph a is equal to such part of its income as became payable in the year to
a beneficiary.”
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(2) Subsection 1 applies from the taxation year 1998.

160. (1) Section 658 of the said Act is amended, in the definition of
“accumulating income” in the first paragraph,

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

“(a) without reference to subparagraphs a and a.1 of the first paragraph of
section 653, sections 656.2 and 656.3, paragraph b of section 657 and
section 691;”;

(2) by striking out paragraphs ¢ and d.
(2) Subsection 1 applies from the taxation year 2000.

161. (1) Section 660 of the said Act is amended by replacing paragraphs a
and b by the following paragraphs:

“(a) where the trust is, at the end of the year, an alter ego trust, a joint
spousal trust, a post-1971 spousal trust or a pre-1972 spousal trust and a
beneficiary, referred to in subparagraph a of the first paragraph of section 653
or in the definition of “pre-1972 spousal trust” in section 652.1, is alive at the
end of the year, an amount equal to the trust’s accumulating income for the
year, if the preferred beneficiary is a beneficiary so referred to, and, in any
other case, nil ;

“(b) where paragraph a does not apply and the preferred beneficiary’s
interest in the trust is not solely contingent on the death of another beneficiary
who has a capital interest in the trust and who does not have an income interest
in the trust, the trust’s accumulating income for the year; and”.

(2) Subsection 1 applies from the taxation year 2000.

162. (1) Section 663 of the said Act is amended

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

“(a) in the case of a trust, other than a trust referred to in subparagraph a of
the third paragraph of section 647, such part of the amount that, but for
paragraphs a and b of section 657, would be the trust’s income for the trust’s
taxation year that ended in the particular year as became payable in the trust’s
taxation year to the beneficiary ; and”;

(2) by striking out paragraph c.

(2) Subsection 1 applies from the taxation year 2000.

163. (1) Sections 665.1 and 666 of the said Act are replaced by the
following sections :
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“663.1. The costto ataxpayer of an income interest of the taxpayer in a
trust is deemed to be nil unless any part of the interest was acquired by the
taxpayer from a person who was the beneficiary in respect of the interest
immediately before its acquisition by the taxpayer, or the cost of any part of
the interest would be determined not to be nil under paragraph c of section 785.1
or 785.2.

“@66. The portion of a taxable dividend received by a trust in a taxation
year throughout which it was resident in Canada on a share of the capital stock
of a taxable Canadian corporation that may reasonably be considered, having
regard to the circumstances and the terms and conditions of the trust
arrangement, to be part of the amount included, under any of sections 659 and
661 to 663, in computing the income of a beneficiary under the trust for a
particular taxation year, is deemed, for the purposes of the second paragraph
of section 497, the third and fourth paragraphs of section 686 and sections 738
to 745, not to have been received by the trust and is deemed, for the purposes
of this Part, to be a taxable dividend on the share received by the beneficiary in
the particular year from the corporation.

The presumptions in the first paragraph are valid only if the portion referred
to in that paragraph has been exclusively designated by the trust, in its fiscal
return for the year under this Part, in respect of the beneficiary.”

(2) Subsection 1, where it replaces section 665.1 of the said Act, applies
from the taxation year 2000.

(3) Subsection 1, where it replaces section 666 of the said Act, applies
from the taxation year 2001.

164. (1) Section 668.1 of the said Act is amended by inserting “or a trust
referred to in section 53 after “personal trust” in the portion before paragraph a.

(2) Subsection 1 applies to taxation years of a trust that begin after
22 February 1994.

165. (1) The said Act is amended by inserting the following sections after
section 668.4:

“668.5. Where an amount is designated in respect of a beneficiary by a
trust for a particular taxation year of the trust that includes 28 February 2000
or 17 October 2000 and that amount, in this section referred to as the “allocated
gain” is, because of section 668, deemed to be a taxable capital gain of the
beneficiary from the disposition of capital property for the taxation year of the
beneficiary in which the particular year ends, the following rules apply:

(a) the beneficiary is deemed to have realized capital gains, in this section
referred to as the “deemed gains”, from the disposition of capital property in
the beneficiary’s taxation year in which the particular year ends equal to the
amount by which the amount obtained by dividing the amount of the allocated
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gain by the fraction in paragraphs a to d of section 231.0.1 that applies to the
trust for the particular year exceeds the amount claimed by the beneficiary not
exceeding the beneficiary’s exempt capital gains balance for the year in
respect of the trust;

(b) notwithstanding section 668 and except as a consequence of the
application of paragraph a, the amount of the allocated gain shall not be
included in computing the beneficiary’s income for the beneficiary’s taxation
year in which the particular year ends;

(c) the trust shall disclose to the beneficiary in prescribed form the portion
of the deemed gains that are in respect of capital gains realized on dispositions
of property that occurred before 28 February 2000, after 27 February 2000 but
before 18 October 2000, and after 17 October 2000 and, failing which, the
deemed gains are deemed to be in respect of capital gains realized on
dispositions of property that occurred before 28 February 2000 ;

(d) where a trust so elects under this paragraph in its fiscal return filed
under this Part for the particular year,

i. the portion of the deemed gains that are in respect of capital gains from
dispositions of property that occurred before 28 February 2000 is deemed to
be equal to that proportion of the deemed gains that the number of days that
are in the particular year and before 28 February 2000 is of the number of days
that are in the particular year,

ii. the portion of the deemed gains that are in respect of capital gains from
dispositions of property that occurred in the particular year and in the period
that began on 28 February 2000 and ended on 17 October 2000, is deemed to
be equal to that proportion of the deemed gains that the number of days that
are in the particular year and in that period is of the number of days that are in
the particular year, and

iii. the portion of the deemed gains that are in respect of capital gains from
dispositions of property that occurred in the particular year and in the period
that began on 18 October 2000 and ended at the end of the particular year is
deemed to be equal to that proportion of the deemed gains that the number of
days that are in the particular year and in that period is of the number of days
that are in the particular year; and

(e) no amount may be claimed by the beneficiary under section 251.3 in
respect of the allocated gain.

“668.6. Where no amount is designated by a trust under section 668 in
respect of its net taxable capital gains for a taxation year that includes
28 February 2000 or 17 October 2000 and the trust has net capital gains or net
capital losses from the disposition of property in the year, the following rules
apply if the trust so elects under this section in its fiscal return filed under this
Part for the year:
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(a) the portion of the net capital gains or net capital losses that are in
respect of capital gains and losses from dispositions of property that occurred
before 28 February 2000, is deemed to be equal to that proportion of the net
capital gains or net capital losses, as the case may be, that the number of days
that are in the year and before 28 February 2000 is of the number of days that
are in the year;

(b) the portion of the net capital gains or net capital losses that are in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 28 February 2000 and ended on
17 October 2000, is deemed to be equal to that proportion of the net capital
gains or net capital losses, as the case may be, that the number of days that are
in the year and in that period is of the number of days that are in the year; and

(c) the portion of the net capital gains or net capital losses that are in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 18 October 2000 and ended at the
end of the year, is deemed to be equal to that proportion of the net capital gains
or net capital losses, as the case may be, that the number of days that are in the
year and in that period is of the number of days that are in the year.

In the first paragraph,

(a) the net capital gains of the trust from dispositions of property in the
year is the amount by which the trust’s capital gains from dispositions of
property in the year exceeds the trust’s capital losses from dispositions of
property in the year; and

(b) the net capital losses of the trust from dispositions of property in the
year is the amount by which the trust’s capital losses from dispositions of
property in the year exceeds the trust’s capital gains from dispositions of
property in the year.

“668.7. Where a taxpayer is deemed by section 668.5 to have realized
capital gains from the disposition of capital property in a taxation year of the
taxpayer in respect of dispositions of property by a trust of which the taxpayer
is a beneficiary, the following rules apply :

(a) if the deemed gains are in respect of capital gains of the trust from
dispositions of property before 28 February 2000 and the taxation year of the
taxpayer includes 27 February 2000, the deemed gains are deemed to be
capital gains of the taxpayer from the disposition by the taxpayer of capital
property in the year and before 28 February 2000 ;

(b) if the deemed gains are in respect of capital gains of the trust from
dispositions of property before 28 February 2000 and the taxation year of the
taxpayer began after 27 February 2000 and ended before 18 October 2000,
9/8 of the deemed gains is deemed to be a capital gain of the taxpayer from the
disposition by the taxpayer of capital property in the year;
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(c) if the deemed gains are in respect of capital gains of the trust from
dispositions of property before 28 February 2000 and the taxation year of the
taxpayer began after 27 February 2000 and ended after 17 October 2000, 9/8
of the deemed gains is deemed to be a capital gain of the taxpayer from the
disposition by the taxpayer of capital property in the year and before 18 October
2000;

(d) if the deemed gains are in respect of capital gains of the trust from
dispositions of property before 28 February 2000 and the taxation year of the
taxpayer began after 17 October 2000, 3/2 of the deemed gains is deemed to
be a capital gain of the taxpayer from the disposition by the taxpayer of capital
property in the year;

(e) if the deemed gains are in respect of capital gains of the trust from
dispositions of property after 27 February 2000 but before 18 October 2000,
and the taxation year of the taxpayer began after 17 October 2000, 4/3 of the
deemed gains is deemed to be a capital gain of the taxpayer from the disposition
by the taxpayer of capital property in the year;

(f) if the deemed gains are in respect of capital gains of the trust from
dispositions of property after 27 February 2000 but before 18 October 2000,
and the taxation year of the taxpayer includes 28 February 2000 and 17 October
2000, the deemed gains are deemed to be capital gains of the taxpayer from
the disposition by the taxpayer of capital property in the year and in the period
that began after 27 February 2000 and ended before 18 October 2000 ;

(g) if the deemed gains are in respect of capital gains of the trust from
dispositions of property after 27 February 2000 but before 17 October 2000
and the taxation year of the taxpayer began after 27 February 2000 and ended
before 17 October 2000, the deemed gains are deemed to be capital gains of
the taxpayer from the disposition by the taxpayer of capital property in the
year; and

(h) in any other case, the deemed gains are deemed to be capital gains of
the taxpayer from the disposition of capital property by the taxpayer in the
year and after 17 October 2000.

“668.8. Where an amount is designated under section 668 in respect of
a beneficiary by a trust for a particular taxation year of the trust that ends in a
taxation year of the beneficiary that includes 28 February 2000 or 17 October
2000 and section 668.5 does not apply in respect of the designated amount, the
following rules apply:

(@) notwithstanding section 668 and except as a consequence of the

application of paragraph b, the designated amount shall not be included in
computing the beneficiary’s income;;
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(b) the beneficiary is deemed to have a capital gain from the disposition by
the beneficiary of capital property on the day on which the particular year
ends for an amount equal to the amount by which the amount determined by
dividing the designated amount by the fraction in section 231 that applies in
respect of the trust for the particular year exceeds the amount claimed by the
beneficiary, which amount may not be greater than the beneficiary’s exempt
capital gains balance for the year in respect of the trust; and

(c) no amount may be claimed under section 251.3 by the beneficiary in
respect of the designated amount.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

166. (1) Sections 683 and 684 of the said Act are replaced by the following
sections:

“683. In this chapter,

“capital interest” of a taxpayer in a trust means all rights of the taxpayer as
a beneficiary under the trust, and after 31 December 1999 includes a right,
other than a right acquired before 1 January 2000 and disposed of before
1 March 2000, to enforce payment of an amount by the trust that arises as a
consequence of any such right, but does not include an income interest in the
trust;

“eligible offset” at any time of a taxpayer in respect of all or part of the
taxpayer’s capital interest in a trust is the portion of any debt or obligation that
is assumed by the taxpayer and that can reasonably be considered to be
applicable to property distributed at that time as consideration for the interest
or part of the interest, as the case may be, if the distribution is conditional
upon the assumption by the taxpayer of the portion of the debt or obligation;;

“income interest” of a taxpayer in a trust means a right, whether immediate
or future and whether absolute or contingent, of the taxpayer as a beneficiary
under a personal trust to, or to receive, all or any part of the income of the trust
and, after 31 December 1999, includes a right, other than a right acquired
before 1 January 2000 and disposed of before 1 March 2000, to enforce
payment of an amount by the trust that arises as a consequence of any such
right.

“684. A taxpayer who disposes in a taxation year of an income interest
of the taxpayer in a trust shall, if section 685 does not apply, include in
computing the taxpayer’s income for the year the amount by which the
proceeds of disposition exceed, where that interest includes a right to enforce
payment of an amount by the trust, the amount in respect of that right that has
been included in computing the taxpayer’s income for a taxation year because
of section 663.
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The disposition referred to in the first paragraph is deemed not to give rise
to any capital gain or capital loss, to the taxpayer, and the cost of any property
received by the taxpayer as consideration is the fair market value of the
property at the time of the disposition.”

(2) Subsection 1, where it replaces section 683 of the said Act, applies in
respect of interests created or materially altered after 31 January 1987 that
were acquired after 10:00 p.m. Eastern Standard Time, 6 February 1987.
However, where section 683 of the said Act applies before 1 January 2000, the
portion of that section before the definition of “income interest” shall be read
as follows:

“683. In this chapter,
“capital interest” of a taxpayer under a trust means

i. in the case of a personal trust or a prescribed trust, a right, whether
immediate or future and whether absolute or contingent, of the taxpayer as a
beneficiary under the trust to, or to receive, all or any part of the capital of the
trust; and

ii. in any other case, a right of the taxpayer as a beneficiary under the
trust;”.

(3) Subsection 1, where it replaces section 684 of the said Act, applies
from the taxation year 2000.

167. (1) Section 686 of the said Act, amended by section 72 of chapter 7
of the statutes of 2001, is again amended by replacing the first and second
paragraphs by the following paragraphs:

“686. Incomputing a taxpayer’s taxable capital gain from the disposition
of property that is all or any part of the taxpayer’s capital interest in a personal
trust or a prescribed trust, the adjusted cost base to the taxpayer of the
property immediately before the disposition is deemed to be equal to the
greater of

(a) the adjusted cost base, otherwise determined, to the taxpayer of the
property immediately before that time ; and

(b) the amount by which the cost amount to the taxpayer of the property
immediately before that time exceeds the aggregate of all amounts deducted
under paragraph b.1 of section 257 in computing the adjusted cost base to the
taxpayer of the property immediately before the disposition.

The presumption referred to in the first paragraph does not apply where any

part of such interest has ever been acquired for consideration and, at the time
of disposition, the trust is not resident in Canada.”
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(2) Subsection 1 applies from the taxation year 2000. However, where
section 686 of the said Act applies in respect of transfers made in the taxation
years 2000 and 2001, the residence of a transferee trust shall be determined
without reference to sections 593 to 597 of the said Act, as they read before
1 January 2002.

168. (1) Section 687 of the said Act is amended
(1) by replacing the portion before paragraph a by the following:

“687. The cost to a taxpayer of a capital interest in a personal trust or a
prescribed trust is deemed to be”;

(2) by replacing paragraph b by the following paragraph:
“(b) in any other case, nil, unless

i. any part of the interest was acquired by the taxpayer from a person who
was the beneficiary in respect of the interest immediately before its acquisition
by the taxpayer, or

ii. the cost of any part of the interest would be determined not to be nil
under sections 242 to 247.1, as they read before 1 January 1993, subparagraph ¢
of the second paragraph of section 736 and the third paragraph of that section
or paragraph c of section 785.1 or 785.2.”

(2) Subsection 1 applies from the taxation year 2000.

169. (1) Section 688 of the said Act, amended by section 73 of chapter 7
of the statutes of 2001, is again amended

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

“688. Subject to sections 688.0.0.1, 688.0.0.2 and 691 to 692, where a
property of a personal trust or a prescribed trust is distributed, at a particular
time, by the trust to a taxpayer who is a beneficiary under the trust and there is
aresulting disposition of all or any part of the taxpayer’s capital interest in the
trust, the following rules apply:”;

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

“(b) the taxpayer is, subject to section 688.2, deemed to acquire the property
at a cost equal to the total of its cost amount to the trust immediately before
that time and the specified percentage of the amount by which the adjusted
cost base to the taxpayer of the capital interest or part thereof immediately
before that time, determined without reference to the first paragraph of
section 686, exceeds the cost amount to the taxpayer of the capital interest or
part thereof immediately before that time;”;
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(3) by replacing paragraph c by the following paragraph:

“(c) the taxpayer is deemed to dispose of all or part, as the case may be, of
the taxpayer’s capital interest in the trust for proceeds of disposition equal to
the amount by which the cost at which the taxpayer would be deemed under
paragraph b to acquire the property if the specified percentage referred to in
that paragraph were 100% exceeds the aggregate of all amounts each of which
is an eligible offset at that time of the taxpayer in respect of the capital interest
or the part thereof;”;

(4) by replacing the portion of paragraph d before subparagraph i by the
following :

“(d) for the purposes of sections 93 to 104, Chapter III of Title III and any
regulations made under paragraph a of section 130 or under section 130.1,
where the property distributed was depreciable property of a prescribed class
of the trust and the amount that was the capital cost to the trust of such
property exceeds the cost at which, in accordance with sections 688, 689, 691
and 692, the taxpayer is deemed to acquire the property, the following rules

apply:”;
(5) by inserting the following paragraph after paragraph d:

“(d.1) the property is deemed to be taxable Canadian property of the
taxpayer where

i. the taxpayer is not resident in Canada at that time,
ii. that time is before 2 October 1996, and

iii. the property is deemed under subparagraph d of the first paragraph of
section 301, any of sections 521, 538 and 554 or subparagraph c of the second
paragraph of section 614 to be taxable Canadian property of the trust; and”;

(6) by replacing the portion of subparagraph ii of paragraph e before
subparagraph 1 by the following:

“ii. for the purposes of Division III of Chapter II of Title III, Chapter III of
Title III and sections 188 and 189, where the intangible capital amount of the
trust in respect of the property exceeds the cost at which the taxpayer is
deemed, under this section, to have acquired the property,”;

(7) by replacing subparagraph iii of paragraph e by the following
subparagraph:

“iii. for the purpose of determining after the particular time the amount
required by paragraph b of section 105 to be included in computing the
taxpayer’s income in respect of any subsequent disposition of property of the
business, there shall be added to the amount otherwise determined under
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subparagraph ii of subparagraph a of the second paragraph of section 107, the
proportion of the amount determined under that subparagraph ii in respect of
the business of the trust immediately before the particular time that the fair
market value, immediately before the particular time, of the intangible capital
property is of the fair market value, immediately before the particular time, of
all the intangible capital property of the trust in respect of the business.”;

(8) by adding the following paragraph:

“For the purposes of subparagraph b of the first paragraph, the specified
percentage is

(a) where the property is capital property other than depreciable property,
100%;

(b) where the property is intangible capital property in respect of a business
of the trust, 100% ; and

(¢) in any other case, 75%.”

(2) Paragraphs 1 to 3 and 8 of subsection 1 apply in respect of distributions
made after 31 December 1999. In addition, where section 688 of the said Act
applies in respect of distributions made after 1 October 1996, the portion of
that section before paragraph a shall be read as follows:

“688. Subject to section 688.0.0.1, where a property of a personal trust
or a prescribed trust is distributed, at a particular time, by the trust to a
taxpayer who is a beneficiary under the trust as consideration for all or any
part of the taxpayer’s capital interest in the trust, the following rules apply:”.

(3) Paragraph 5 of subsection 1 applies for the purpose of determining
whether, after 1 October 1996, property is taxable Canadian property.

(4) Paragraph 7 of subsection 1 applies to taxation years that end after
27 February 2000. However, where subparagraph iii of paragraph e of
section 688 of the said Act applies in respect of the time that is immediately
before the particular time referred to in that subparagraph and that is in a
taxation year of the trust that ends before 28 February 2000, the reference to
“under that subparagraph ii” in that subparagraph shall be read as a reference
to “under subparagraph 2 of subparagraph i of paragraph b of that section”.

170. (1) The said Act is amended by inserting the following sections after
section 688:

“688.0.0.1. Where a trust makes a distribution of a property to a
beneficiary under the trust in full or partial satisfaction of the beneficiary’s
capital interest in the trust and so elects in prescribed form filed with the
Minister with the trust’s fiscal return for the taxation year in which the
distribution occurred, section 688 does not apply to the distribution if
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(a) the trust is resident in Canada at the time of the distribution ;
(b) the property is taxable Canadian property ; or

(c) the property is capital property used in, intangible capital property in
respect of, or property included in the inventory of, a business carried on by
the trust through an establishment in Canada immediately before the time of
the distribution.

“688.0.0.2. Where a trust that is not resident in Canada makes a
distribution of a property, other than a property described in paragraph b or ¢
of section 688.0.0.1, to a beneficiary under the trust in full or partial satisfaction
of the beneficiary’s capital interest in the trust and the beneficiary makes an
election under this section in prescribed form filed with the Minister with the
beneficiary’s fiscal return for the beneficiary’s taxation year in which the
distribution occurs, the following rules apply :

(a) section 688 does not apply to the distribution ; and

(b) for the purposes of subparagraph b of the first paragraph of section 686,
the cost amount of the interest to the beneficiary is deemed to be nil.”

(2) Subsection 1, where it enacts section 688.0.0.1 of the said Act, applies
in respect of distributions made after 1 October 1996. However, in respect of
distributions made by a trust before (insert the date of assent to this Act), the
election made under section 688.0.0.1 is deemed to have been made in a
timely manner if it is made on or before the trust’s filing-due date for the
trust’s taxation year that includes (insert the date of assent to this Act).

(3) Subsection 1, where it enacts section 688.0.0.2 of the said Act, applies
in respect of distributions made after 31 December 1999. However, in respect
of distributions made to a beneficiary before (insert the date of assent to this
Act), the election made under section 688.0.0.2 is deemed to have been made
in a timely manner if it is made on or before the beneficiary’s filing-due date
for the beneficiary’s taxation year that includes (insert the date of assent to
this Act).

171. (1) Section 688.0.1 of the said Act, amended by section 74 of chapter 7
of the statutes of 2001, is again amended by replacing the portion before
paragraph a by the following:

“688.0.1. Where at any time a property is distributed by a personal
trust to a taxpayer in circumstances in which section 688 applies and the
property would, if the trust had so designated the property under section 274.0.1,
be a principal residence within the meaning of that section of the trust for a
taxation year, the following rules apply where the trust so elects in its fiscal
return under this Part for the taxation year that includes that time :”.
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(2) Subsection 1 applies in respect of distributions made after 31 December
1999.

172. (1) Section 688.1 of the said Act, amended by section 75 of chapter 7
of the statutes of 2001, is again amended

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

“688.1. Where at a particular time a property of a trust is distributed by
the trust to a beneficiary under the trust, there would, if this Part were read
without reference to subparagraphs d and e of the second paragraph of
section 248, be a resulting disposition of all or any part of the beneficiary’s
capital interest in the trust, in this section referred to as the “former interest”,
and the rules in Title 1.2 of Book VI and section 688 do not apply in respect of
the distribution, the following rules apply:”;

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

“(b) the beneficiary is deemed to acquire the property at a cost equal to the
proceeds referred to in subparagraph a;”;

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

“(c) subject to subparagraph e, the beneficiary’s proceeds of disposition of
the portion of the former interest disposed of by the beneficiary on the
distribution are deemed to be equal to the amount by which the proceeds
referred to in subparagraph a, other than the portion of the proceeds that is a
payment to which subparagraph d or e of the second paragraph of section 248
applies, exceed the amount determined under the second paragraph;”;

(4) by adding the following paragraphs after paragraph c:

“(d) notwithstanding subparagraphs a to ¢, where the trust is not resident in
Canada at that time, the property is not described in paragraph b or ¢ of
section 688.0.0.1 and, but for this subparagraph, there would be no income,
loss, taxable capital gain or allowable capital loss of a taxpayer in respect of
the property by reason of the application of section 467 to the disposition at
that time of the property, the following rules apply :

i. the trust is deemed to dispose of the property for proceeds of disposition
equal to the cost amount of the property,

ii. the beneficiary is deemed to acquire the property at a cost equal to the
fair market value of the property, and

iii. the beneficiary’s proceeds of disposition of the portion of the former
interest disposed of by the beneficiary on the distribution are deemed to be
equal to the amount by which the fair market value of the property exceeds the
aggregate of
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(1) the portion of the amount of the distribution that is a payment to which
subparagraph d or e of the second paragraph of section 248 applies, and

(2) the aggregate of all amounts each of which is an eligible offset at that
time of the taxpayer in respect of the former interest; and

“(e) where the trust is a mutual fund trust, the distribution occurs in a
taxation year of the trust before its taxation year 2003, the trust has elected
under section 688.1.1 for the year and the trust so elects in respect of the
distribution in prescribed form filed with the Minister with the trust’s fiscal
return for the year, the following rules apply:

i. this section shall be read without reference to subparagraph c¢ and the
second paragraph, and

ii. the beneficiary’s proceeds of disposition of the portion of the former
interest disposed of by the beneficiary on the distribution are deemed to be
equal to the amount determined under subparagraph a.”;

(5) by adding the following paragraph:

“The amount to which subparagraph c of the first paragraph refers is equal
to the aggregate of

(a) where the property referred to in the first paragraph is not a Canadian
resource property or foreign resource property, an amount equal to the amount
by which the fair market value of the property at the time referred to in that
first paragraph exceeds the aggregate of

i. the cost amount to the trust of the property immediately before that time,
and

ii. the portion, if any, of the excess that would be determined under
subparagraph a if it were read without reference to this subparagraph that is a
payment to which subparagraph d or e of the second paragraph of section 248
applies ; and

(b) the aggregate of all amounts each of which is an eligible offset at that
time of the beneficiary in respect of the former interest.”

(2) Subsection 1 applies in respect of distributions made after 31 December
1999. However,

(1) section 688.1 of the said Act does not apply in respect of distributions

made before 1 March 2000 in satisfaction of rights described in section 306 of
the said Act that were acquired before 1 January 2000; and
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(2) in respect of distributions made before (insert the date of assent to this
Act), an election under section 688.1 of the said Act is deemed to have been
made in a timely manner if it is made on or before the trust’s filing-due date
for the taxation year that includes (insert the date of assent to this Act).

173. (1) The said Act is amended by inserting the following sections after
section 688.1:

“688.1.1. Where a trust makes one or more distributions of property in
a taxation year in circumstances in which section 688.1 applies or, in the case
of distributions made after 1 October 1996 and before 1 January 2000, in
circumstances in which section 692 applied, the following rules apply:

(a) where the trust is resident in Canada at the time of each of those
distributions and so elects in prescribed form filed with the Minister with the
trust’s fiscal return for the year or a preceding taxation year, the income of the
trust for the year, determined without reference to paragraph a of section 657
shall, for the purposes of that paragraph a and section 663, be computed
without regard to all of those distributions to persons not resident in Canada,
including a partnership other than a Canadian partnership; and

(b) where the trust is resident in Canada at the time of each of those
distributions and so elects in prescribed form filed with the Minister with the
trust’s fiscal return for the year or a preceding taxation year, the income of the
trust for the year, determined without reference to paragraph a of section 657
shall, for the purposes of that paragraph a and section 663, be computed
without regard to all of those distributions.

“688.1.2. An election made under section 688.1.1 by a mutual fund
trust is deemed, for the trust’s 2003 and subsequent taxation years, not to have
been made if

(a) the election is made after 20 December 2000 and applies to any taxation
year that ends before 1 January 2003 ; and

(b) the proceeds of disposition of a beneficiary’s interest in the trust have
been determined under subparagraph e of the first paragraph of section 688.1.”

(2) Subsection 1, where it enacts section 688.1.1 of the said Act, applies in
respect of distributions made after 1 October 1996. However, in respect of
distributions made by a trust before (insert the date of assent to this Act), an
election under section 688.1.1 is deemed to have been made in a timely
manner if it is made on or before the trust’s filing-due date for the trust’s
taxation year that includes (insert the date of assent to this Act).

174. (1) Section 688.2 of the said Act, amended by section 76 of chapter 7
of the statutes of 2001, is again amended
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(1) by replacing “4/3 of” in subparagraph ii of paragraph a by “subject to
the second paragraph, twice”;

(2) by adding the following paragraph:

“Where the beneficiary’s taxation year includes 28 February 2000 or
17 October 2000 or begins after 28 February 2000 and ends before 17 October
2000, the reference to the word “twice” in subparagraph ii of subparagraph a
of the first paragraph shall be read, with the necessary modifications, as a
reference to the fraction that is the reciprocal of the fraction in paragraphs a to
d of section 231.0.1 that applies to the beneficiary for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
175. (1) Section 689 of the said Act is repealed.

(2) Subsection 1 applies in respect of distributions made after 31 December
1999.

176. (1) Section 690 of the said Act, amended by section 77 of chapter 7
of the statutes of 2001, is again amended, in the first paragraph,

(1) by replacing the portion before subparagraph a by the following:

“690. In this Title, notwithstanding the definition of “cost amount” in
section 1, the cost amount to a taxpayer at a particular time of a capital interest
or part of a capital interest in a trust, other than a trust that is a foreign affiliate
of the taxpayer, means, except for the purposes of Chapter X,”;

(2) by inserting the following subparagraph after subparagraph a:

“(a.1) where that time is immediately before the time of death of the
taxpayer and sections 653 to 656.1 deem the trust to dispose of property at the
end of the day that includes that time, the amount that would be determined
under subparagraph b if the taxpayer had died on a day that ended immediately
before that time ; and”.

(2) Paragraph 1 of subsection 1 applies from the taxation year 1993.

(3) Paragraph 2 of subsection 1 applies in respect of deaths that occur after
31 December 1999. In addition, where a day before the taxation year 2000 is
determined under subparagraph a.4 of the first paragraph of section 653 of the
said Act, amended by subsection 1 of section (insert the number of the section
in this Act that amends section 653 of the Taxation Act), in respect of a trust,
subparagraph a.l of the first paragraph of section 690 of the said Act applies
in respect of deaths that occur after 23 December 1998.
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177. (1) Section 690.2 of the said Act, amended by section 79 of chapter 7
of the statutes of 2001, is again amended by replacing the portion before
paragraph a by the following:

“690.2. Where at a particular time any property of an employee trust or
a trust described in subparagraph a.1 of the third paragraph of section 647 is
distributed by the trust to a taxpayer who is a beneficiary under the trust as
consideration for all or any part of the taxpayer’s interest in the trust, the
following rules apply :”.

(2) Subsection 1 applies from the taxation year 1999.

178. (1) Section 691 of the said Act, amended by section 81 of chapter 7
of the statutes of 2001, is replaced by the following section:

“691. Notwithstanding section 688, the rules set out in section 688.1
apply at any time to property distributed to a beneficiary by a trust described
in subparagraph a of the first paragraph and the second paragraph of section 653
where

(a) the beneficiary is not

i. in the case of a post-1971 spousal trust, the spouse referred to in
subparagraph a of the first paragraph of section 653,

ii. in the case of an alter ego trust, the taxpayer referred to in subparagraph a
of the first paragraph of section 653, and

iii. in the case of a joint spousal trust, the taxpayer or spouse referred to in
subparagraph a of the first paragraph of section 653 ; and

(b) the taxpayer or spouse referred to in any of subparagraphs i to iii of
paragraph a, as the case may be, is alive on the day of the distribution.”

(2) Subsection 1 applies in respect of distributions made after 31 December
1999.

179. (1) Section 691.1 of the said Act, amended by section 82 of chapter 7
of the statutes of 2001, is replaced by the following section:

“691.1. Notwithstanding section 688, the rules set out in section 688.1
apply where any particular property of a particular personal trust or a particular
prescribed trust is distributed by the particular trust to a taxpayer who is a
beneficiary under the particular trust and where

(a) the distribution was made as consideration for all or any part of the
taxpayer’s capital interest in the particular trust;
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(b) section 467 was applicable at a particular time in respect of any property
of

i. the particular trust, or

ii. a trust the property of which included a property that, through one or
more dispositions to which section 692.8 applied, became a property of the
particular trust, and the property was not, at any time after the particular time
and before the distribution, the subject of a disposition for proceeds of
disposition equal to the fair market value of the property at the time of the
disposition ;

(c) the taxpayer is neither

i. the person, other than a trust described in subparagraph ii of paragraph b,
who directly or indirectly transferred the particular property, or a property for
which the particular property was substituted, to the particular trust, nor

ii. an individual in respect of whom section 454 would be applicable on the
transfer of capital property by the person described in subparagraph i; and

(d) the person described in subparagraph i of paragraph ¢ was in existence
at the time the particular property was distributed.”

(2) Subsection 1 applies in respect of distributions made after 15 March
2001. In addition, where section 691.1 of the said Act applies in respect of
distributions made after 31 December 1999, the portion of that section before
paragraph a shall be read as follows:

“691.1. Notwithstanding section 688, the rules set out in section 688.1
apply where any particular property of a personal trust or a prescribed trust is
distributed by the trust to a taxpayer who is a beneficiary under the trust as
consideration for all or any part of the taxpayer’s capital interest in the trust
and where”.

180. (1) Section 692 of the said Act, amended by section 83 of chapter 7
of the statutes of 2001, is replaced by the following section:

“692. Notwithstanding section 688, the rules set out in section 688.1
apply where a property, other than a property referred to in the second
paragraph, is distributed by a trust resident in Canada to a taxpayer not
resident in Canada, including a partnership other than a Canadian partnership,
as consideration for all or part of the taxpayer’s capital interest in the trust.

The property to which the first paragraph refers is

(a) a share of the capital stock of a non-resident-owned investment
corporation;;
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(b) an immovable situated in Canada;
(¢) a Canadian resource property ;
(d) atimber resource property;

(e) a capital property used in the carrying on of a business through an
establishment in Canada;

(f) anintangible capital property in respect of a business carried on through
an establishment in Canada;

(g) a property described in the inventory of a business carried on through
an establishment in Canada; or

(h) a prescribed property.”

(2) Subsection 1 applies in respect of distributions made after 1 October
1996. However, where section 692 of the said Act applies in respect of
distributions made after 1 October 1996 and before 1 January 2000, the first
paragraph of that section shall be read as follows:

“692. Notwithstanding paragraphs a to ¢ of section 688, where at any
time a property, other than a property referred to in the second paragraph, is
distributed by a trust resident in Canada to a taxpayer not resident in Canada,
including a partnership other than a Canadian partnership, who is a beneficiary
under the trust as consideration for the taxpayer’s capital interest in the trust,
the following rules apply :

(a) the trustis deemed to dispose of the property for proceeds of disposition
equal to its fair market value at the time of that distribution;;

(b) the taxpayer is deemed to acquire the property at a cost equal to that fair
market value; and

(c) the taxpayer is deemed to dispose of all or part, as the case may be, of
the taxpayer’s capital interest in the trust, for proceeds of disposition equal to
the adjusted cost base to the taxpayer of the interest or part thereof, as the case
may be, immediately before that distribution.”

181. (1) The said Act is amended by inserting the following section after
section 692 :

“692.0.1. Where, solely by reason of the application of section 692,
subparagraphs a to ¢ of the first paragraph of section 688 do not apply to a
distribution in a taxation year of taxable Canadian property by a trust, for the
purposes of sections 1025, 1026 and 1026.0.1, the first, second and third
paragraphs of section 1038 and any regulations made under those provisions,
the aggregate of the taxes payable by the trust under this Part for the year is
deemed to be the lesser of
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(a) the aggregate of the taxes payable by the trust under this Part for the
year, determined without reference to the specified tax consequences for the
year; and

(b) the amount that would be determined under paragraph a if section 692
did not apply to each distribution in the year of taxable Canadian property to
which the rules set out in section 688 do not apply solely by reason of the
application of section 692.”

(2) Subsection 1 applies in respect of distributions made after 1 October
1996.

182. (1) The said Act is amended by inserting the following after
section 692.4:

“CHAPTER X
“QUALIFYING DISPOSITION

“692.5. In this chapter, “qualifying disposition” means a disposition of
property by a person or partnership, in this section referred to as the
“contributor”, as a result of a transfer of the property to a particular trust
where

(a) the disposition does not result in a change in the beneficial ownership
of the property ;

(b) the proceeds of disposition would, but for sections 422 to 424, 454 to
462.0.1 and this chapter, not be determined under any provisions of this Part;

(c) if the particular trust is not resident in Canada, the disposition is not

i. by aperson resident in Canada or by a partnership, other than a partnership
each member of which is a person not resident in Canada, or

ii. a transfer of taxable Canadian property from a person not resident in
Canada who was resident in Canada in any of the ten calendar years preceding
the transfer;

(d) the contributor is not a partnership, if the disposition is part of a series
of transactions or events that begin after 17 December 1999 that includes the
cessation of the partnership’s existence and a subsequent distribution from a
personal trust to a former member of the partnership in circumstances to
which section 688 applies ;

(e) unless the contributor is a trust, there is immediately after the disposition
no absolute or contingent right of a person or partnership, other than the
contributor or, where the property is co-owned, each of the joint contributors,
as a beneficiary, determined with reference to section 646.1, under the particular
trust;
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(f) the contributor is not an individual, other than a trust described in any of
subparagraphs a to d of the third paragraph of section 647, if the particular
trust is described in any of those subparagraphs;

(g) the disposition is not part of a series of transactions or events

i. that begins after 17 December 1999 and that includes the subsequent
acquisition, for a particular consideration given to a personal trust, of a capital
interest or an income interest in the trust,

ii. that begins after 17 December 1999 and that includes the disposition of
all or part of a capital interest or an income interest in a personal trust, other
than a disposition solely as a consequence of a distribution from a trust to a
person or partnership as consideration for all or part of that interest, or

iii. that begins after 5 June 2000 and that includes the transfer to the
particular trust of property as consideration for the acquisition of a capital
interest in the particular trust, if the property can reasonably be considered to
have been received by the particular trust in order to fund a distribution, other
than a distribution that is proceeds of disposition of a capital interest in the
particular trust;

(h) the disposition is not, and is not part of, a transaction that occurs after
17 December 1999 and that includes the giving to the contributor, for the
disposition, of any consideration, other than consideration that is an interest of
the contributor as a beneficiary under the particular trust or that is the assumption
by the particular trust of debt for which the property can, at the time of the
disposition, reasonably be considered to be security;

(i) section 454 does not apply to the disposition and would not apply to the
disposition if no election had been made under that section and if sections 454
to 462.0.1 were read without reference to section 454.2 ; and

(j) if the contributor is an amateur athlete trust, a cemetery care trust, an
employee trust, an inter vivos trust deemed by section 851.25 to exist in
respect of a congregation that is a constituent part of a religious organization,
a segregated fund trust within the meaning of section 851.2, a trust described
in paragraph c.4 of section 998 or a trust governed by an eligible funeral
arrangement, a profit sharing plan, a registered education savings plan or a
registered supplementary unemployment benefit plan, the particular trust is
the same type of trust.

“692.6. For the purposes of paragraph a of section 692.5, the following
rules apply:

(a) except where paragraph b applies, where a trust, in this paragraph and
in section 692.7 referred to as the “transferor trust”, in a period that does not
exceed one day, disposes of one or more properties in the period to one or
more other trusts, there is deemed to be no resulting change in the beneficial
ownership of those properties if
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i. the transferor trust receives no consideration for the disposition, and

ii. as a consequence of the disposition, the value of each beneficiary’s
beneficial ownership at the beginning of the period under the transferor trust
in each particular property of the transferor trust, or group of two or more
properties of the transferor trust that are identical to each other, is the same as
the value of the beneficiary’s beneficial ownership at the end of the period
under the transferor trust and the other trust or trusts in each particular
property, or in property that was immediately before the disposition included
in the group of identical properties referred to above ; and

(b) where a trust, in this paragraph referred to as the “transferor”, governed
by a registered retirement savings plan or a registered retirement income fund
transfers a property to a trust, in this paragraph referred to as the “transferee”,
governed by a registered retirement savings plan or a registered retirement
income fund, the transfer is deemed not to result in a change in the beneficial
ownership of the property if the annuitant of the plan or fund that governs the
transferor is also the annuitant of the plan or fund that governs the transferee.

“692.9. For the purpose of applying paragraph a of section 692.6 in
respect of a transfer by a transferor trust of property that includes a share and
money, the other trust or trusts referred to in that section may receive, in lieu
of a transfer of a fractional interest in a share that would otherwise be
required, a disproportionate amount of money or interest in the share, the
value of which does not exceed the lesser of $200 and the fair market value of
the fractional interest.

“692.8. Where at a particular time there is a disposition of property by
a person or partnership, in this section referred to as the “transferor”, to a trust,
in this section referred to as the “transferee trust”, the following rules apply:

(a) the transferor’s proceeds of disposition of the property are deemed to
be

i. where the transferor so elects by notifying the Minister in writing on or
before the transferor’s filing-due date for its taxation year that includes the
particular time, or at any later time that is acceptable to the Minister, the
amount specified in the election that is not less than the cost amount to the
transferor of the property immediately before the particular time and not more
than the fair market value of the property at that time, and

ii. in any other case, the cost amount to the transferor of the property
immediately before the particular time;

(b) the transferee trust’s cost of the property is deemed to be the amount by
which the amount determined under subparagraph a in respect of the qualifying
disposition exceeds the amount by which the transferor’s loss otherwise
determined from the qualifying disposition would be reduced by reason of
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section 638.1, the third and fourth paragraphs of section 686 or sections 741 to
744.2, if the amount determined under subparagraph a were equal to the fair
market value of the property at the particular time ;

(c) for the purposes of sections 93 to 104, Chapter III of Title III and any
regulations made under paragraph a of section 130 or under section 130.1, if
the property was depreciable property of a prescribed class of the transferor
and its capital cost to the transferor exceeds the cost at which the transferee
trust is deemed by this section to have acquired the property, the following
rules apply:

i. the capital cost of the property to the transferee trust is deemed to be the
amount that was the capital cost of the property to the transferor, and

ii. the excess is deemed to have been allowed as depreciation to the
transferee trust in respect of the property for taxation years that ended before
the particular time;

(d) if the property was intangible capital property of the transferor in
respect of a business of the transferor, the following rules apply :

i. for the purposes of Division III of Chapter II of Title III, Chapter III of
Title III and sections 188 and 189, where the intangible capital amount of the
transferor in respect of the property exceeds the cost at which the transferee
trust is deemed by this section to have acquired the property, the following
rules apply:

(1) the intangible capital amount of the transferee trust in respect of the
property is deemed to be the amount that was the intangible capital amount of
the transferor in respect of the property, and

(2) 3/4 of the excess is deemed to have been deducted under paragraph b of
section 130 by the transferee trust in respect of the property in computing its
income for taxation years that ended before the particular time and after the
adjustment time, within the meaning of section 107.1, of the transferee trust in
respect of the business, and

ii. for the purpose of determining after the particular time the amount
required by paragraph b of section 105 to be included in computing the
transferee trust’s income in respect of any subsequent disposition of the
property of the business, there shall be added to the amount otherwise
determined under subparagraph ii of subparagraph a of the second paragraph
of section 107, the proportion of the amount determined under that
subparagraph ii in respect of the business of the transferor immediately before
the particular time that the fair market value of the intangible capital property
immediately before the particular time is of the fair market value immediately
before the particular time of all intangible capital property of the transferor in
respect of the business;
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(e) if the property was deemed to be taxable Canadian property of the
transferor by this subparagraph, subparagraph d of the first paragraph of
section 301, any of sections 521, 538 and 554, subparagraph c of the second
paragraph of section 614 or subparagraph d.1 of the first paragraph of
section 688, the property is deemed to be taxable Canadian property of the
transferee trust;

(f) where the transferor is a segregated fund trust, within the meaning of
section 851.2, the following rules apply:

i. section 851.14 does not apply in respect of a disposition of interest in the
transferor that occurs in connection with the qualifying disposition, and

ii. for the purpose of computing the amount referred to in section 851.14 in
respect of a subsequent disposition of an interest in the transferee trust where
the interest is deemed to exist in connection with a life insurance policy, the
acquisition fee, within the meaning of section 851.17, in respect of the policy
shall be determined as if each amount referred to in sections 851.17 and
851.18 in respect of the policyholder’s interest in the transferor had been
determined in respect of the policyholder’s interest in the transferee trust;

(g) if the transferor is a trust to which property was transferred by an
individual, other than a trust, where section 454 applied in respect of the
property so transferred and it is reasonable to consider that the property was so
transferred in anticipation of the individual ceasing to be resident in Canada,
for the application of subparagraph a.3 of the first paragraph of section 653
and this subparagraph to a disposition by the transferee trust after the particular
time, the transferee trust is deemed after the particular time to be a trust to
which the individual had transferred property in anticipation of the individual
ceasing to reside in Canada and in circumstances to which section 454
applied;

(h) if the transferor is a trust, other than a personal trust or a trust prescribed
for the purposes of section 688, the transferee trust is deemed to be neither a
personal trust nor a trust prescribed for the purposes of section 688 ;

(i) if the transferor is a trust and a taxpayer disposes of all or part of a
capital interest in the transferor because of the qualifying disposition and, as a
consequence, acquires a capital interest or part of it in the transferee trust, the
following rules apply:

i. the taxpayer is deemed to dispose of the capital interest or part of it in the
transferor for proceeds equal to the cost amount to the taxpayer of that interest
or part of it immediately before the particular time, and

ii. the taxpayer is deemed to acquire the capital interest or part of it in the
transferee trust at a cost equal to the amount by which the cost amount referred
to in subparagraph i exceeds the amount by which the taxpayer’s loss otherwise
determined from the disposition referred to in subparagraph i would be

145



reduced by reason of the third and fourth paragraphs of section 686, if the
proceeds under that subparagraph were equal to the fair market value of the
capital interest or part of it in the transferor immediately before the particular
time ;

(j) where the transferor is a trust, a taxpayer’s beneficial ownership in the
property ceases to be derived from the taxpayer’s capital interest in the
transferor because of the qualifying disposition and no part of the taxpayer’s
capital interest in the transferor was disposed of because of the qualifying
disposition, there shall, immediately after the particular time, be added to the
cost otherwise determined of the taxpayer’s capital interest in the transferee
trust, the amount determined by the formula

AX[(B-C)/B]-D;

(k) where subparagraph j applies to the qualifying disposition in respect of
a taxpayer, the amount that would be determined under that subparagraph in
respect of the qualifying disposition if the amount determined under
subparagraph d of the second paragraph were nil shall, immediately after the
particular time, be deducted in computing the cost otherwise determined of
the taxpayer’s capital interest in the transferor;

(I) where subparagraphs i and j do not apply in respect of the qualifying
disposition, the transferor is deemed to acquire the capital interest or part of it
in the transferee trust that is acquired as a consequence of the qualifying
disposition

i. where the transferee trust is a personal trust, at a cost equal to nil, and

ii. inany other case, at a cost equal to the excess referred to in subparagraph b
in respect of the qualifying disposition ; and

(m) for the purposes of section 684, where the transferor is a trust and a
taxpayer disposes of all or part of an income interest in the transferor because
of the qualifying disposition and, as a consequence, acquires an income
interest or a part of an income interest in the transferee trust, the taxpayer is
deemed not to dispose of any part of the income interest in the transferor at the
particular time.

In the formula provided for in subparagraph j of the first paragraph,

(a) A is the cost amount to the taxpayer of the taxpayer’s capital interest in
the transferor immediately before the particular time;

(b) B is the fair market value immediately before the particular time of the
taxpayer’s capital interest in the transferor;
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(c) Cis the fair market value at the particular time of the taxpayer’s capital
interest in the transferor, determined as if the only property disposed of at the
particular time were the particular property ; and

(d) D is the lesser of

i. the amount by which the cost amount to the taxpayer of the taxpayer’s
capital interest in the transferor immediately before the particular time exceeds
the fair market value of the taxpayer’s capital interest in the transferor
immediately before the particular time, and

ii. the maximum amount by which the taxpayer’s loss from a disposition of
a capital interest otherwise determined would be reduced by reason of the
third and fourth paragraphs of section 686 if the taxpayer’s capital interest in
the transferor had been disposed of immediately before the particular time.

“692.9. Where a capital interest in a trust is held by a beneficiary at any
time, the interest is vested indefeasibly at that time, the trust is not described
in any of subparagraphs a to d of the third paragraph of section 647 and
interests under the trust are not ordinarily disposed of for consideration that
reflects the fair market value of the net assets of the trust, the fair market value
of the interest at that time is deemed to be not less than the amount determined
by the formula

(A-B)x(C/D).
In the formula provided for in the first paragraph,

(a) A is the total fair market value of all properties of the trust at the time
referred to in the first paragraph;

(b) B is the aggregate of all amounts each of which is the amount of a debt
owing by the trust at the time referred to in the first paragraph or the amount of
any other obligation of the trust to pay any amount that is outstanding at that
time ;

(c) C is the fair market value at the time referred to in the first paragraph of
the interest referred to in the first paragraph, determined without reference to
this section; and

(d) D is the total fair market value at the time referred to in the first
paragraph of all interests as beneficiaries under the trust, determined without
reference to this section.”

(2) Subsection 1, where it enacts section 692.5 of the said Act, applies

(1) in respect of dispositions that occur after 23 December 1998 ; and
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(2) in relation to the 1993 and subsequent taxation years, in respect of
transfers of capital property that occur before 24 December 1998 ; however,
where section 692.5 of the said Act applies in respect of such transfers, it shall
be read as follows:

“692.5. In this chapter, “qualifying disposition” means a transfer of
property to a particular trust that is not a disposition of the property for the
purposes of Title IV by reason of subparagraph d of the second paragraph of
section 248, except where

(a) if the transfer is from another trust to the particular trust, each trust can
reasonably be considered to act as agent or mandatary for the same beneficiary
or beneficiaries in respect of the property transferred, or the transferee trust
can reasonably be considered to act as agent or mandatary for the transferor
trust in respect of the property transferred; and

(b) in any other case, it is reasonable to consider that the particular trust
acts as agent or mandatary in respect of the property transferred.”

(3) Subsection 1, where it enacts sections 692.6, 692.7 and 692.9 of the
said Act, applies in respect of dispositions that occur after 23 December 1998.

(4) Subsection 1, where it enacts section 692.8 of the said Act, applies

(1) in respect of dispositions that occur after 23 December 1998 ; however,
where subparagraph ii of subparagraph d of the first paragraph of that section
applies in respect of dispositions that occur in taxation years that end before
28 February 2000, the reference to “paragraph b of section 105” in that
subparagraph ii shall be read as a reference to “subparagraph ii of paragraph a
of section 105 and paragraph b of that section” ; and

(2) in relation to the 1993 and subsequent taxation years, in respect of
transfers of capital property that occur before 24 December 1998 ; however,
where section 692.8 of the said Act applies in respect of such transfers

(a) that section 692.8 shall be read without reference to subparagraphs a, f
and g of the first paragraph,

(b) subparagraph b of the first paragraph of that section 692.8 shall be read
as follows:

“(b) the transferee trust’s cost of the property is deemed to be the cost
amount to the transferor of the property immediately before the particular
time;”,

(c) that section 692.8 shall be read as if each amount referred to in

subparagraph 2 of subparagraph ii of subparagraph i of the first paragraph and
subparagraph d of the second paragraph were nil, and
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(d) subparagraph ii of subparagraph [ of the first paragraph of that
section 692.8 shall be read as follows:

“ii. in any other case, at a cost equal to the amount referred to in
subparagraph b in respect of the qualifying disposition; and”.

183. (1) Section 710 of the said Act, amended by section 169 of chapter 7
of the statutes of 2001, is again amended by replacing the portion of paragraph ¢
before subparagraph i by the following:

“(c) the aggregate of all amounts each of which is the fair market value, as
certified by the Minister of the Environment, of a gift the object of which is a
property described in section 710.0.1, other than a gift the fair market value of
which is included in the aggregate described in paragraph d, made by the
corporation in the year or in any of the five preceding taxation years to”.

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.

184. (1) Section 710.0.2 of the said Act is replaced by the following
section:

“410.0.2. For the purpose of applying subparagraph ii of paragraph ¢
of section 422 and sections 710 to 716.0.3 in respect of a gift made by a
taxpayer and referred to in paragraph c of section 710, the fair market value of
the gift at the time the gift was made or, for the purposes of section 716, the
fair market value otherwise determined of the gift at that time and, subject to
section 716, the taxpayer’s proceeds of disposition of the property that is the
subject of the gift, are deemed to be the amount determined by the Minister of
the Environment to be

(a) where the subject of the gift is land, the fair market value of the gift; or

(b) where the subject of the gift is a servitude referred to in paragraph b of
section 710.0.1, the greater of its fair market value otherwise determined and
the amount by which the fair market value of the land encumbered by the
servitude has been reduced as a result of the making of the gift of the
servitude.”

(2) Subsection 1 applies in respect of gifts made after 12 May 1994.
However,

(1) where section 710.0.2 of the said Act applies to taxation years that end
before 1 January 1998, it shall be read as follows:

“910.0.2. For the purpose of applying subparagraph ii of paragraph ¢
of section 422 and this Title in respect of a gift referred to in paragraph & or [ of
section 710 that is made by a taxpayer and that is a servitude referred to in
paragraph b of section 710.0.1, the fair market value of the gift at the time the
gift was made or, for the purposes of section 716, the fair market value
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otherwise determined of the gift at that time and, subject to section 716, the
taxpayer’s proceeds of disposition of the property that is the subject of the gift,
are deemed to be equal to the greater of

(a) the fair market value otherwise determined of the gift; and

(b) the amount by which the fair market value of the land encumbered by
the servitude has been reduced as a result of the making of the gift of the
servitude.” ; and

(2) where section 710.0.2 of the said Act applies in respect of gifts made
before 28 February 2000 in taxation years that end after 31 December 1997, it
shall be read as follows:

“9410.0.2. For the purpose of applying subparagraph ii of paragraph ¢
of section 422 and this Title in respect of a gift referred to in paragraph c of
section 710 that is made by a taxpayer and that is a servitude referred to in
paragraph b of section 710.0.1, the fair market value of the gift at the time the
gift was made or, for the purposes of section 716, the fair market value
otherwise determined of the gift at that time and, subject to section 716, the
taxpayer’s proceeds of disposition of the property that is the subject of the gift,
are deemed to be equal to the greater of

(a) the fair market value otherwise determined of the gift; and

(b) the amount by which the fair market value of the land encumbered by
the servitude has been reduced as a result of the making of the gift of the
servitude.”

185. (1) Section710.2.1 of the said Act, enacted by section 93 of chapter 53
of the statutes of 2001, is replaced by the following section:

“910.2.1. For the purposes of subparagraph ii of paragraph c¢ of
section 422 and sections 710 to 716.0.3, where at any time the Canadian
Cultural Export Review Board, the Commission des biens culturels du Québec
or the Minister of the Environment, as the case may be, determines or
redetermines an amount to be the fair market value of a property that is the
subject of a gift described in paragraph a of section 710 made by a taxpayer
within the two-year period that begins at that time, the last amount so determined
or redetermined within the period is deemed to be the fair market value of the
property at the time the gift was made and, subject to section 716, to be the
taxpayer’s proceeds of disposition of the property.”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.

186. (1) The said Act is amended by inserting the following sections after
section 710.2.1, enacted by section 93 of chapter 53 of the statutes of 2001 :
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“410.2.2. A corporation may request, by notice in writing to the Minister
of the Environment, a determination of the fair market value of a property it
disposes of or proposes to dispose of and that would, if the disposition were
made and the certificates described in section 712.0.2 were issued by the
Minister of the Environment in respect of the property, be a gift described in
paragraph c of section 710.

“910.2.3. The Minister of the Environment shall with all due dispatch
make a determination in accordance with section 710.0.2 of the fair market
value of the property that is the subject of the request referred to in section
710.2.2 and give notice of the determination in writing to the corporation that
has disposed of, or that proposes to dispose of, the property.

However, no such determination shall be made if the request is received by
the Minister of the Environment after three years after the end of the
corporation’s taxation year in which the disposition occurred.

“9d10.2.4. Where the Minister of the Environment has, in accordance
with section 710.2.3, notified a corporation of the amount determined to be
the fair market value of a property it has disposed of or proposes to dispose of,
the following rules apply:

(a) on receipt of a written request made by the corporation on or before the
day that is 90 days after the day that the corporation was so notified, the
Minister of the Environment shall with all due dispatch confirm or redetermine
the fair market value ;

(b) the Minister of the Environment may, on that Minister’s own initiative,
at any time redetermine the fair market value;

(¢) in the cases referred to in paragraphs a and b, the Minister of the
Environment shall notify the corporation in writing of that Minister’s
confirmation or redetermination ; and

(d) any such redetermination is deemed to replace all preceding
determinations and redeterminations of the fair market value of the property
from the time at which the first such determination was made.

“410.2.5. Where the Minister of the Environment determines in
accordance with section 710.2.3 the fair market value of a property, or
redetermines that fair market value in accordance with section 710.2.4, and
the property has been disposed of to a qualified donee described in paragraph ¢
of section 710, the Minister shall issue to the person who made the disposition
a certificate that states the fair market value of the property so determined or
redetermined.

Where the Minister of the Environment has issued more than one certificate

in respect of the same property, the last certificate is deemed to replace all
preceding certificates from the time at which the first certificate was issued.”
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(2) Subsection 1 applies in respect of gifts made, or proposed to be made,
after 27 February 2000.

187. (1) Section 710.3 of the said Act is amended by adding the following
paragraph after paragraph b:

“(c) to a certificate issued under section 710.2.5 or to a decision of a court
resulting from an appeal under section 93.1.15.2 of the Act respecting the
Ministere du Revenu (chapter M-31).”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.
188. (1) Section 712 of the said Act is replaced by the following section:

“412. No corporation may deduct, for a taxation year, an amount under
section 710, unless the making of the gift is proven by

(a) a receipt for the gift filed with the Minister that meets the prescribed
requirement and contains in a clear and unalterable manner the prescribed
statement and the prescribed information ; and

(b) in the case of a gift described in subparagraph i of paragraph d of
section 710, the certificate issued under subsection 1 of section 33 of the
Cultural Property Export and Import Act (Revised Statutes of Canada, 1985,
chapter C-51).”

(2) Subsection 1 applies in respect of gifts made after 20 December 2000.

189. (1) Section 712.0.2 of the said Act is replaced by the following
section:

“412.0.2. No corporation may deduct, for a taxation year, an amount
under paragraph c of section 710 unless it files with the Minister, along with
the fiscal return it is required to file under section 1000 for the year, the
following certificates issued by the Minister of the Environment:

(a) the certificate stating that the land referred to in paragraph a of section
710.0.1 or the land encumbered with a servitude referred to in paragraph b of
that section, as the case may be, has undeniable ecological value and, where
such is the case, that the mission in Québec of a charity referred to in
subparagraph i of paragraph c of section 710 consists mainly, at the time of the
gift, in the conservation of the ecological heritage ; and

(b) the certificate relating to the fair market value of the gift referred to in
that paragraph c.”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.
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190. (1) Section 716 of the said Act is amended by inserting “otherwise
determined” after “greater than the fair market value”.

(2) Subsection 1 applies in respect of gifts made after 12 May 1994.

191. (1) Section 725.2 of the said Act, replaced by section 95 of chapter 53
of the statutes of 2001, is amended

(1) by replacing “1/4” in the portion before paragraph a by “1/2”;

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

“i. the amount payable by the individual to acquire the security under the
agreement is not less than the amount by which the fair market value of the
security at the time the agreement was made exceeds the amount paid by the
individual to acquire the right to acquire the security, and

“ii. immediately after the agreement was made, the individual was dealing
at arm’s length with the following persons:

(1) the particular qualifying person,

(2) each other qualifying person that, immediately after the agreement was
made, was an employer of the individual and was not dealing at arm’s length
with the particular qualifying person, and

(3) the qualifying person of which the individual had, under the agreement,
a right to acquire a security;”;

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

“i. the amount payable by the individual to acquire the security under the
agreement is not less than the amount that was included, in respect of the
security, in the amount determined under the second paragraph of section 49.4
in respect of the most recent of those dispositions,

“ii. immediately after the agreement the rights under which were the
subject of the first of those dispositions, in this subparagraph referred to as the
“original agreement”, was made the individual was dealing at arm’s length
with

(1) the qualifying person that made the original agreement,
(2) each other qualifying person that, immediately after the agreement was

made, was an employer of the individual and was not dealing at arm’s length
with the qualifying person that made the original agreement, and
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(3) the qualifying person of which the individual had, under the original
agreement, a right to acquire a security,”;

(4) by adding the following subparagraphs after subparagraph ii of
paragraph b:

“iii. the amount that was included, in respect of each particular security
that the individual had a right to acquire under the original agreement, in the
amount determined under the third paragraph of section 49.4 in respect of the
first of those dispositions was not less than the amount by which the fair
market value of the particular security at the time the original agreement was
made exceeded the amount paid by the individual to acquire the right to
acquire the security, and

“iv. for the purpose of determining if the condition in subparagraph b of the
first paragraph of section 49.4 was satisfied in respect of each of the particular
dispositions following the first of those dispositions, the amount that was
included, in respect of each particular security that could be acquired under
the agreement the rights under which were the subject of the particular
disposition, in the amount determined under the third paragraph of section 49.4
in respect of the particular disposition, was not less than the amount that was
included, in respect of the particular security, in the amount determined under
the second paragraph of that section in respect of the last of those dispositions
preceding the particular disposition; and”.

(2) Paragraph 1 of subsection 1 applies from the taxation year 2000.
However, where the portion of section 725.2 of the said Act before paragraph a
applies to the taxation year 2000, the reference to the fraction “1/2” in that
portion shall be read as a reference to

(1) the fraction “1/4”, if the transaction, event or circumstance as a result
of which a benefit is deemed by section 49 of the said Act, amended by
subsection 1 of section (insert the number of the section in this Act that
amends section 49 of the Taxation Act), to have been received by an individual
occurred before 28 February 2000; and

(2) the fraction “1/3”, if the transaction, event or circumstance as a result
of which a benefit is deemed by section 49 of the said Act, amended by
subsection 1 of section (insert the number of the section in this Act that
amends section 49 of the Taxation Act), to have been received by an individual
occurred after 27 February 2000 and before 18 October 2000.

(3) Paragraphs 2 to 4 of subsection 1 apply from the taxation year 1998.

192. (1) Section 725.2.1 of the said Act, replaced by section 95 of
chapter 53 of the statutes of 2001, is again replaced by the following section:

“923.2.1. For the purposes of section 725.2, the following rules apply :
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(a) the amount payable by an individual to acquire a security under an
agreement referred to in section 48 shall be determined without reference to
any change in the value of a currency of a country other than Canada, relative
to Canadian currency, occurring after the agreement was made ;

(b) the fair market value of a security at the time an agreement in respect of
the security was made shall be determined on the assumption that all specified
events associated with the security referred to in the second paragraph that
occurred after the agreement was made and before the sale or issue of the
security or the disposition of the taxpayer’s rights under the agreement in
respect of the security, as the case may be, occurred immediately before the
agreement was made ; and

(c) for the purpose of determining the amount that was included, in respect
of a security that a qualifying person has agreed to sell or issue to an
individual, in the amount determined under the second paragraph of section 49.4
for the purpose of determining if the condition in subparagraph b of the first
paragraph of that section was satisfied in respect of a particular disposition, all
specified events associated with the security referred to in the second paragraph
that occurred after the particular disposition and before the sale or issue of the
security or the individual’s subsequent disposition of rights under the agreement
in respect of the security, as the case may be, are deemed to have occurred
immediately before the particular disposition.

For the purposes of the first paragraph, the following events are specified
events associated with a security:

(@) where the security is a share of the capital stock of a corporation, any
subdivision or consolidation of shares of the capital stock of the corporation,
any reorganization of share capital of the corporation and any stock dividend
of the corporation ; and

(b) where the security is a unit of a mutual fund trust, any subdivision or
consolidation of the units of the trust, and an issuance of units of the trust as
payment, or in satisfaction of a person’s right to enforce payment, out of the
trust’s income, determined before the application of paragraph a of section 657
and section 657.1, or out of the trust’s capital gains.”

(2) Subsection 1 applies from the taxation year 1998.

193. (1) The said Act is amended by inserting the following sections after
section 725.2.1:

“925.2.2. Subject to section 725.2.3, an individual may deduct, in
computing the individual’s taxable income for a taxation year, where the
individual disposes of a security acquired in the year by the individual under
an agreement referred to in section 48 by making a gift of the security to a
qualified donee, other than a private foundation, an amount in respect of the
disposition of the security equal to 1/4 of the lesser of the benefit deemed by
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section 49 to have been received by the individual in the year in respect of the
acquisition of the security and the amount that would have been that benefit
had the value of the security at the time of its acquisition by the individual
been equal to the value of the security at the time of the disposition if

(a) the security is a security described in paragraph a of section 231.1;

(b) the individual acquired the security after 14 March 2000 and before
1 January 2002 ;

(c) the gift is made in the year and on or before the day that is 30 days after
the day on which the individual acquired the security ; and

(d) the individual is entitled to a deduction under section 725.2 in respect
of the acquisition of the security.

“923.2.3. Where an individual, in exercising a right to acquire a security
that a qualifying person has agreed to sell or issue to the individual under an
agreement referred to in section 48, directs a broker or dealer appointed by the
qualifying person, or by another qualifying person that does not deal at arm’s
length with the qualifying person, to immediately dispose of the security and
pay all or a portion of the proceeds of disposition of the security to a qualified
donee, the following rules apply:

(a) if the payment is a gift, the individual is deemed, for the purposes of
section 725.2.2, to have disposed of the security to the qualified donee at the
time the payment is made ; and

(b) the amount deductible under section 725.2.2 by the individual in respect
of the disposition of the security is the amount determined by the formula

A x B/C.

In the formula provided for in subparagraph b of the first paragraph,

(a) A is the amount that would be deductible under section 725.2.2 in
respect of the disposition of the security if this section were read without
reference to subparagraph b of the first paragraph;

(b) B is the amount of the payment; and

(¢) C isthe amount of the proceeds of disposition of the security.”

(2) Subsection 1 applies from the taxation year 2000. However, where the
portion of section 725.2.2 of the said Act before paragraph a applies to the
taxation year 2000, the reference to the fraction “1/4” in that portion shall be

read as a reference to the fraction “1/3” if the transaction, circumstance or
event as a result of which a benefit is deemed by section 49 of the said Act,
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amended by subsection 1 of section (insert the number of the section in this
Act that amends section 49 of the Taxation Act), to have been received by an
individual occurred after 14 March 2000 and before 18 October 2000.

194. (1) Section 725.3 of the said Act is amended by replacing “1/4” in
the portion before paragraph a by “1/2”.

(2) Subsection 1 applies in respect of dispositions or exchanges that occur
after 27 February 2000. However, where the portion of section 725.3 of the
said Act before paragraph a applies in respect of dispositions or exchanges
that occur after that date and before 18 October 2000, the reference to the
fraction “1/2” in that portion shall be read as a reference to the fraction “1/3”.

195. (1) Section 725.4 of the said Act, replaced by section 96 of chapter 53
of the statutes of 2001, is amended by replacing “1/4” by “1/2”.

(2) Subsection 1 applies in respect of dispositions or exchanges that occur
after 27 February 2000. However, where section 725.4 of the said Act applies
in respect of dispositions or exchanges that occur after that date and before
18 October 2000, the reference to the fraction “1/2” in section 725.4 shall be
read as a reference to the fraction “1/3”.

196. (1) Section 725.5 of the said Act is amended by replacing “1/4” by
661/2”.

(2) Subsection 1 applies in respect of dispositions or exchanges that occur
after 27 February 2000. However, where section 725.5 of the said Act applies
in respect of dispositions or exchanges that occur after that date and before
18 October 2000, the reference to the fraction “1/2” in section 725.5 shall be
read as a reference to the fraction “1/3”.

197. (1) Section 726.7 of the said Act is amended

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

“(a) the amount determined by the formula

[$250,000-(A+B +C+D)] xE;”;

(2) by adding the following paragraphs:

“In the formula provided for in subparagraph a of the first paragraph,

(a) A is the aggregate of all amounts each of which is an amount deducted
under this Title in computing the individual’s taxable income for a preceding

taxation year that ended before 1 January 1988 or began after 17 October
2000;
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(b) B is the aggregate of all amounts each of which is

i. 3/4 of an amount deducted under this Title in computing the individual’s
taxable income for a preceding taxation year that ended after 31 December
1987 but before 1 January 1990, other than amounts deducted under this Title
for a taxation year in respect of an amount that was included in computing an
individual’s income for that year by reason of subparagraph ii of paragraph a
of section 105, as that subparagraph applied for a taxation year that ended
before 28 February 2000, or

ii. 3/4 of an amount deducted under this Title in computing the individual’s
taxable income for a preceding taxation year that began after 28 February
2000 and ended before 17 October 2000 ;

(c¢) Cis 2/3 of the aggregate of all amounts each of which is an amount
deducted under this Title in computing the individual’s taxable income

i. for a preceding taxation year that ended after 31 December 1989 but
before 28 February 2000, or

ii. in respect of an amount that was included in computing the individual’s
income for a preceding taxation year that began after 31 December 1987 and
ended before 1 January 1990, by reason of subparagraph ii of paragraph a of
section 105, as that subparagraph applied for a taxation year that ended before
28 February 2000 ;

(d) D is the aggregate of all amounts each of which is, in relation to an
amount deducted under this Title in computing the individual’s taxable income
for a preceding taxation year that includes 28 February 2000 or 17 October
2000, the product obtained when that amount is multiplied by the reciprocal of
the fraction determined in respect of the individual under subparagraph i of
subparagraph e for that preceding taxation year; and

(e) Eis

i. in the case of a taxation year that includes 28 February 2000 or 17 October
2000 or that begins after 28 February 2000 and ends before 17 October 2000,
the fraction determined by the formula

[2x (F+ G)]/H, and

ii. in any other case, 1.

In the formula provided for in subparagraph i of subparagraph e of the
second paragraph,

(a) Fis the amount deemed by section 105.3 to be a taxable capital gain of
the individual for the year;
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(b) G is the amount by which the amount determined in respect of the
individual for the year under paragraph b of section 28 exceeds the amount
deemed by section 105.3 to be a taxable capital gain of the individual for the
year; and

(c¢) His the aggregate of

i. the amount deemed by section 105.3 to be a taxable capital gain of the
individual for the year multiplied by

(1) where that amount is the amount referred to in subparagraph a of the
first paragraph of section 105.3, the reciprocal of the fraction obtained by
multiplying 3/4 by the fraction in section 105.2 that applies to the individual
for the year,

(2) where that amount is the amount referred to in subparagraph b of the
first paragraph of section 105.3 and the year does not end after 27 February
2000 and before 18 October 2000, 2, and

(3) where that amount is the amount referred to in subparagraph b of the
first paragraph of section 105.3 and the year ends after 27 February 2000 and
before 18 October 2000, 3/2, and

ii. the excess referred to in subparagraph b multiplied by the reciprocal of
the fraction in paragraphs a to d of section 231.0.1 that applies to the individual

for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
198. (1) Section 726.7.1 of the said Act is amended

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

“(a) the amount determined by the formula provided for in subparagraph a
of the first paragraph of section 726.7 in respect of the individual for the

year;”;

(2) by replacing “paragraph d of section 726.7” in paragraph d by
“subparagraph d of the first paragraph of section 726.7”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

199. (1) Sections 726.9 and 726.9.1 of the said Act are replaced by the
following sections:

“426.9. Notwithstanding sections 726.7 and 726.7.1, the total amount
that may be deducted under this Title in computing an individual’s taxable
income for a taxation year shall not exceed the amount determined by the
formula provided for in subparagraph a of the first paragraph of section 726.7
in respect of the individual for the year.
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“426.9.1. For the purposes of subparagraph i of subparagraph b of the
second paragraph of section 726.7 and subparagraph ii of subparagraph c of
that paragraph, amounts deducted under this Title in computing an individual’s
taxable income for a taxation year that ended before 1 January 1990 are
deemed to have first been deducted in respect of amounts that were included
in computing the individual’s income under this Part for the year because of
subparagraph ii of paragraph a of section 105, as it applied to a taxation year
that ended before 28 February 2000, before being deducted in respect of any
other amounts that were included in computing the individual’s income under
this Part for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

200. Section 726.9.2 of the said Act, amended by section 260 of chapter 53
of the statutes of 2001, is again amended

(1) by replacing “sections 47.18 to 58 and” in the portion of subparagraph a
of the first paragraph before subparagraph i by “Division VI of Chapter II of
Title II of Book III, sections”;

(2) by replacing “sections 47.18 to 58 or” and “those sections” by
“Division VI of Chapter II of Title II of Book III or sections” and “that
division and those sections”, respectively, in the following provisions:

— subparagraph 1 of subparagraph i of subparagraph a of the first paragraph ;

— subparagraph 2 of subparagraph ii of subparagraph a of the first
paragraph;

— subparagraph a of the second paragraph.
201. (1) Section 726.19 of the said Act is amended

(1) by replacing “section 656.4,” in the portion before paragraph a by
“section 656.4, an alter ego trust or a joint spousal trust,”;

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

“(c) subject to the second paragraph, the amount by which the amount
determined by the formula in subparagraph a of the first paragraph of section
726.7 in respect of the spouse for the taxation year in which that spouse died
exceeds the amount deducted under this Title for that taxation year by that
spouse.”;

(3) by adding the following paragraph:
“Where the trust’s taxation year includes 28 February 2000 or 17 October

2000 or begins after 28 February 2000 and ends before 17 October 2000, the
amount determined under subparagraph c of the first paragraph is deemed to
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be equal to the product obtained when the amount that would be determined
under that subparagraph but for this paragraph is multiplied by the quotient
obtained when the fraction in paragraphs a to d of section 231.0.1 that applies
to the trust for the year is divided by the fraction provided for the purposes of
section 231 in respect of the spouse for the taxation year in which that spouse
died.”

(2) Paragraph 1 of subsection 1 applies from the taxation year 2000.

(3) Paragraphs 2 and 3 of subsection 1 apply to taxation years that end after
27 February 2000.

202. (1) Section 726.20.1 of the said Act, amended by section 55 of
chapter 40 of the statutes of 2002, is again amended

(1) by replacing the portion of paragraph a of the definition of “eligible
taxable capital gain amount” before subparagraph i by the following:

“(a) subject to the third paragraph, the amount by which the amount
determined under the second paragraph is exceeded by 1/2 of”;

(2) by replacing paragraph c of the definition of “eligible taxable capital
gain amount” by the following paragraph:

“(c) nil, where the particular property is property described in section
726.7 or 726.7.1 and the amount by which the amount determined in respect
of the individual for the year by the formula provided for in subparagraph a of
the first paragraph of section 726.7 exceeds the amount, if any, deducted under
Title VL.5 by the individual in computing the individual’s taxable income for
the year is not nil ;”;

(3) by adding the following paragraphs:

“The amount to which the portion of paragraph a of the definition of
“eligible taxable capital gain amount” in the first paragraph before
subparagraph i refers is the aggregate of

(a) any amount that can reasonably be considered as deducted by the
individual under this Title in respect of the disposition of the particular
property in computing the individual’s taxable income for a preceding taxation
year that began after 17 October 2000

(b) any amount that is the quotient obtained when the amount that can
reasonably be considered as deducted by the individual under this Title in
respect of the disposition of the particular property in computing the individual’s
taxable income for a preceding taxation year that includes 28 February 2000
or 17 October 2000, or that began after 28 February 2000 and ended before
17 October 2000, is divided by twice the fraction in paragraphs a to d of
section 231.0.1 that applies to the individual for that preceding taxation year;
and
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(¢) 2/3 of any amount that can reasonably be considered as deducted by the
individual under this Title in respect of the disposition of the particular
property in computing the individual’s taxable income for a preceding taxation
year that ended before 28 February 2000.

Where the individual’s taxation year includes 28 February 2000 or 17 October
2000, or begins after 28 February 2000 and ends before 17 October 2000, the
following rules apply:

(a) the reference to the fraction “1/2” in the portion of paragraph a of the
definition of “eligible taxable capital gain amount” in the first paragraph
before subparagraph i shall be read as a reference to the fraction in paragraphs a
to d of section 231.0.1 that applies to the individual for the year;

(b) the reference to the word “twice” in subparagraph b of the second
paragraph shall be read, with the necessary modifications, as a reference to the
fraction that is the reciprocal of the fraction in paragraphs a to d of section
231.0.1 that applies to the individual for the year; and

(c) the reference to the fraction ‘“2/3” in subparagraph c¢ of the second
paragraph shall be read as a reference to the fraction obtained when the
fraction in paragraphs a to d of section 231.0.1 that applies to the individual
for the year is divided by 3/4.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
203. (1) Section 726.20.2 of the said Act is amended

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

“(a) subject to the third paragraph, the amount by which 1/2 of the excess
that would be referred to in paragraph a of section 726.4.10 in respect of the
individual at the end of the year if the only expenses referred to in that
paragraph were expenses in respect of which section 726.4.10.1 applies,
exceeds the amount determined under the second paragraph;”;

(2) by adding the following paragraphs:

“The amount to which subparagraph a of the first paragraph refers is the
aggregate of

(@) any amount that the individual deducted under this section in computing
the individual’s taxable income for a preceding taxation year that began after
17 October 2000;

(b) any amount that is the quotient obtained when the amount that the

individual deducted under this section in computing the individual’s taxable
income for a preceding taxation year that includes 28 February 2000 or
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17 October 2000, or began after 28 February 2000 and ended before 17 October
2000, is divided by twice the fraction in paragraphs a to d of section 231.0.1
that applies to the individual for that preceding taxation year; and

(¢) 2/3 of any amount that the individual deducted under this section in
computing the individual’s taxable income for a preceding taxation year that
ended before 28 February 2000.

Where the individual’s taxation year includes 28 February 2000 or 17 October
2000, or begins after 28 February 2000 and ends before 17 October 2000, the
following rules apply:

(a) the reference to the fraction “1/2” in subparagraph a of the first paragraph
shall be read as a reference to the fraction in paragraphs a to d of section
231.0.1 that applies to the individual for the year;

(b) the reference to the word “twice” in subparagraph b of the second
paragraph shall be read, with the necessary modifications, as a reference to the
fraction that is the reciprocal of the fraction in paragraphs a to d of section
231.0.1 that applies to the individual for the year; and

(c) the reference to the fraction ‘“2/3” in subparagraph ¢ of the second
paragraph shall be read as a reference to the fraction obtained by dividing 3/4
by the fraction in paragraphs a to d of section 231.0.1 that applies to the
individual for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
204. (1) Section 730.1 of the said Act is replaced by the following section:

“430.1. In this Title, “pre-1986 capital loss balance” of an individual
for a particular taxation year means the amount by which the amount determined
under section 730.2 in respect of the individual for the particular year exceeds
the aggregate of

(a) the aggregate of all amounts each of which is an amount deducted
under Titles VI.5 and VI.5.1 in computing the individual’s taxable income for
taxation years that precede the particular year and that ended before 1 January
1988 or began after 17 October 2000 ;

(b) 3/4 of the aggregate of all amounts each of which is an amount deducted
under Titles VI.5 and VI.5.1 in computing the individual’s taxable income for
taxation years that precede the particular year and that ended after 31 December
1987 but before 1 January 1990, or that began after 28 February 2000 and
ended before 17 October 2000

(¢) 2/3 of the aggregate of all amounts each of which is an amount deducted
under Titles VI.5 and VL.5.1 in computing the individual’s taxable income for
taxation years that precede the particular year and that ended after 31 December
1989 but before 28 February 2000 ; and

163



(d) any amount that is the quotient obtained by dividing the amount deducted
under Titles VI.5 and VI.5.1 in computing the individual’s taxable income for
a taxation year that precedes the particular year and includes 28 February
2000 or 17 October 2000 by twice the fraction in paragraphs a to d of section
231.0.1 that applies to the individual for that taxation year that precedes the
particular year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

205. Section 733 of the French text of the said Act is amended by replacing
“a aliéné du” by “a aliéné le”.

206. (1) Section 742 of the said Act, replaced by section 91 of chapter 7 of
the statutes of 2001, is amended by replacing “1/4” in the portion of the
second paragraph before subparagraph a by “1/2”.

(2) Subsection 1 applies in respect of dispositions that occur after
27 February 2000. However, in respect of such dispositions that occur before
18 October 2000, the reference to the fraction “1/2” in the portion of the
second paragraph of section 742 of the said Act before subparagraph a shall be
read as a reference to the fraction “1/3”.

207. (1) Section 742.1 of the said Act, enacted by section 92 of chapter 7
of the statutes of 2001, is amended by replacing “1/4” in the portion of the
second paragraph before subparagraph a by “1/2”.

(2) Subsection 1 applies in respect of dispositions that occur after
27 February 2000. However, in respect of such dispositions that occur before
18 October 2000, the reference to the fraction “1/2” in the portion of the
second paragraph of section 742.1 of the said Act before subparagraph a shall
be read as a reference to the fraction “1/3”.

208. (1) Section 752.0.10.1 of the said Act, amended by section 169 of
chapter 7 of the statutes of 2001, is again amended by replacing the portion
before paragraph a of the definition of “total gifts of qualified property” in the
first paragraph by the following:

““total gifts of qualified property” of an individual for a taxation year
means the aggregate of all amounts each of which is the fair market value, as
certified by the Minister of the Environment, of a gift, other than a gift the fair
market value of which is included in the total Crown gifts or the total cultural
gifts of the individual for the year, made by the individual in the year or in any
of the five preceding taxation years, if the conditions set out in section
752.0.10.2 are met in respect of that amount, to”.

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.

209. (1) Section 752.0.10.3 of the said Act is replaced by the following
section :
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“452.0.10.3. The amount representing the fair market value of a gift
shall not be included in the total Crown gifts, the total gifts of qualified
property, the total cultural gifts or the total charitable gifts of an individual for
a taxation year, unless the making of the gift is proven by

(a) a receipt for the gift filed with the Minister that meets the prescribed
requirement and contains in a clear and unalterable manner the prescribed
statement and the prescribed information ; and

(b) in the case of a gift described in paragraph a of the definition of “total
cultural gifts” in the first paragraph of section 752.0.10.1, the certificate
issued under subsection 1 of section 33 of the Cultural Property Export and
Import Act (Revised Statutes of Canada, 1985, chapter C-51).”

(2) Subsection 1 applies in respect of gifts made after 20 December 2000.

210. (1) Section 752.0.10.3.2 of the said Act is replaced by the following
section :

“452.0.10.3.2. For the purpose of applying subparagraph ii of
paragraph c of section 422, section 436 and this chapter in respect of a gift
made by an individual the subject of which is a qualified property, the fair
market value of the gift at the time the gift was made or, for the purposes of
section 752.0.10.12, the fair market value otherwise determined of the gift at
that time and, subject to section 752.0.10.12, the individual’s proceeds of
disposition of the property that is the subject of the gift, are deemed to be
equal to the amount determined by the Minister of the Environment to be

(a) where the subject of the gift is land, the fair market value of the gift; or

(b) where the subject of the gift is a servitude referred to in paragraph b of
the definition of “qualified property” in the first paragraph of section 752.0.10.1,
the greater of its fair market value otherwise determined and the amount by
which the fair market value of the land encumbered by the servitude has been
reduced as a result of the making of the gift of the servitude.”

(2) Subsection 1 applies in respect of gifts made after 12 May 1994.
However, where section 752.0.10.3.2 of the said Act applies in respect of gifts
made before 28 February 2000, it shall be read as follows:

“452.0.10.3.2. For the purpose of applying subparagraph ii of
paragraph c of section 422, section 436 and this chapter in respect of a gift
made by an individual and that is a servitude referred to in paragraph b of the
definition of “qualified property” in the first paragraph of section 752.0.10.1,
the fair market value of the gift at the time the gift was made or, for the
purposes of section 752.0.10.12, the fair market value otherwise determined
of the gift at that time and, subject to section 752.0.10.12, the individual’s
proceeds of disposition of the property that is the subject of the gift, are
deemed to be equal to the greater of
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(a) the fair market value otherwise determined of the gift; and

(b) the amount by which the fair market value of the land encumbered by
the servitude has been reduced as a result of the making of the gift of the
servitude.”

211. (1) Section 752.0.10.4.0.1 of the said Act, enacted by section 114 of
chapter 53 of the statutes of 2001, is replaced by the following section:

“452.0.10.4.0.1. For the purposes of subparagraph ii of paragraph ¢
of section 422, section 436 and this chapter, where at any time the Canadian
Cultural Property Export Review Board, the Commission des biens culturels
du Québec or the Minister of the Environment, as the case may be, determines
or redetermines an amount to be the fair market value of a property that is the
subject of a gift described in the definition of “total charitable gifts” in the first
paragraph of section 752.0.10.1 made by a taxpayer within the two-year
period that begins at that time, the last amount so determined or redetermined
within the period is deemed to be the fair market value of the property at the
time the gift was made and, subject to sections 752.0.10.12, 752.0.10.13 and
752.0.10.14, to be the taxpayer’s proceeds of disposition of the property.”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.

212. (1) The said Act is amended by inserting the following sections after
section 752.0.10.4.0.1, enacted by section 114 of chapter 53 of the statutes of
2001:

“452.0.10.4.0.2. An individual may request by notice in writing to
the Minister of the Environment a determination of the fair market value of a
property the individual disposes of or proposes to dispose of and that would, if
the disposition were made and the certificates described in section 752.0.10.7.1
were issued by the Minister of the Environment in respect of the property, be a
gift described in the definition of “total gifts of qualified property” in the first
paragraph of section 752.0.10.1.

“452.0.10.4.0.3. The Minister of the Environment shall with all due
dispatch make a determination in accordance with section 752.0.10.3.2 of the
fair market value of the property that is the subject of the request referred to in
section 752.0.10.4.0.2 and give notice of the determination in writing to the
individual who has disposed of, or who proposes to dispose of, the property.

However, no such determination shall be made if the request is received by
the Minister of the Environment after three years after the end of the individual’s
taxation year in which the disposition occurred.

“452.0.10.4.0.4. Where the Minister of the Environment has, in
accordance with section 752.0.10.4.0.3, notified an individual of the amount
determined to be the fair market value of a property the individual has
disposed of or proposes to dispose of, the following rules apply :
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(a) on receipt of a written request made by the individual on or before the
day that is 90 days after the day that the individual was so notified, the
Minister of the Environment shall with all due dispatch confirm or redetermine
the fair market value;

(b) the Minister of the Environment may, on that Minister’s own initiative,
at any time redetermine the fair market value;

(c) in the cases referred to in paragraphs a and b, the Minister of the
Environment shall notify the individual in writing of that Minister’s
confirmation or redetermination ; and

(d) any such redetermination is deemed to replace all preceding
determinations and redeterminations of the fair market value of the property
from the time at which the first such determination was made.

“452.0.10.4.0.5. Where the Minister of the Environment determines
in accordance with section 752.0.10.4.0.3 the fair market value of a property,
or redetermines that fair market value in accordance with section 752.0.10.4.0.4,
and the property has been disposed of to a qualified donee described in the
definition of “total gifts of qualified property” in the first paragraph of section
752.0.10.1, the Minister shall issue to the individual who made the disposition
a certificate that states the fair market value of the property so determined or
redetermined.

Where the Minister of the Environment has issued more than one certificate
in respect of the same property, the last certificate is deemed to replace all
preceding certificates from the time at which the first certificate was issued.”

(2) Subsection 1 applies in respect of gifts made, or proposed to be made,
after 27 February 2000.

213. (1) Section 752.0.10.4.1 of the said Act is amended by adding the
following paragraph after paragraph b:

“(¢) toa certificate issued under section 752.0.10.4.0.5 or to a decision of a
court resulting from an appeal under section 93.1.15.2 of the Act respecting
the Ministere du Revenu (chapter M-31).”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.

214. (1) Section 752.0.10.7.1 of the said Act is replaced by the following
section :

“452.0.10.7.1. No individual may deduct, for a taxation year, an
amount under section 752.0.10.6 in respect of a gift of a qualified property
unless the individual files with the Minister, along with the fiscal return
referred to in section 1000 the individual is required to file for the year, the
following certificates issued by the Minister of the Environment :
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(a) the certificate stating that the land referred to in paragraph a of the
definition of “qualified property” in the first paragraph of section 752.0.10.1
or the land encumbered with a servitude referred to in paragraph b of that
definition, as the case may be, has undeniable ecological value and, where
such is the case, that the mission in Québec of a charity referred to in
paragraph a of the definition of “total gifts of qualified property” in the first
paragraph of section 752.0.10.1 consists mainly, at the time of the gift, in the
conservation of the ecological heritage ; and

(b) the certificate relating to the fair market value of a gift to which the
definition of “total gifts of qualified property” in the first paragraph of section
752.0.10.1 refers.”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.

213. (1) Section 752.0.10.9 of the said Act is replaced by the following
section :

“452.0.10.9. Subject to section 752.0.10.16, a gift made by an
individual in the taxation year in which the individual dies, including a gift
deemed by any of sections 752.0.10.10, 752.0.10.10.1, 752.0.10.10.3,
752.0.10.10.5, 752.0.10.13, 752.0.10.14 and 752.0.10.16 to have been so
made, is deemed, for the purposes of this chapter other than this section, to
have been made by the individual in the preceding taxation year to the extent
that an amount in respect of the gift is not deducted under section 752.0.10.6
for the taxation year in which the individual dies.”

(2) Subject to subsection 3, subsection 1 applies in respect of deaths that
occur after 31 December 1998. However, where section 752.0.10.9 of the said
Act applies before the taxation year 2000, it shall be read without reference to
“,752.0.10.13, 752.0.10.14”.

(3) Where the legal representative of an individual notifies the Minister of
Revenue in writing on or before (insert the date that is the 180th day after the
date of assent to this Act) of the intention of the individual’s legal representative
that this subsection apply in respect of a gift made by the individual after
31 December 1996 and before 1 January 2000, section 752.0.10.9 of the said
Act, enacted by subsection 1, applies to the taxation year in which the gift was
made and shall be read, in respect of the taxation years 1996 to 1998, without
reference to , 752.0.10.10.3, 752.0.10.10.5”.

216. (1) The said Act is amended by inserting the following sections after
section 752.0.10.10.1:

“452.0.10.10.2. Section 752.0.10.10.3 applies to an individual in
respect of a life insurance policy where

(a) the policy is a life insurance policy under which, immediately before
the individual’s death, the individual’s life was insured;
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(b) a transfer of money, or a transfer by means of a negotiable instrument,
is made by reason of the individual’s death and solely because of the obligations
under the policy, from an insurer to a qualified donee, other than a transfer the
amount of which is not included in computing the income of the individual or
the individual’s succession for any taxation year but would have been included,
but for section 430, in computing the income of the individual or the individual’s
succession for a taxation year if the transfer had been made to the individual’s
legal representative for the benefit of the individual’s succession;;

(c¢) immediately before the individual’s death, the individual’s consent
would have been required to change the recipient of the transfer described in
paragraph b and the donee was neither a policyholder under the policy, nor an
assignee of the individual’s interest under the policy; and

(d) the transfer occurs within the 36-month period that begins at the time of
the death of the individual or, where written application to extend the period
has been made to the Minister by the individual’s legal representative, within
such longer period as the Minister considers reasonable in the circumstances.

“432.0.10.10.3. Where this section applies to an individual, in respect
of an insurance policy, by reason of section 752.0.10.10.2,

(a) for the purposes of this chapter, other than section 752.0.10.10.2, the
transfer described in that section is deemed to be a gift made immediately
before the individual’s death by the individual to the qualified donee referred
to in section 752.0.10.10.2 ; and

(b) the fair market value of the gift is deemed to be the fair market value, at
the time of the individual’s death, of the right to that transfer, determined
without reference to any risk of default with regard to obligations of the
insurer.

“452.0.10.10.4. Section 752.0.10.10.5 applies to an individual, in
respect of a registered retirement savings plan or a registered retirement
income fund, where

(a) by reason of the individual’s death, a transfer of money, or a transfer by
means of a negotiable instrument, is made, from a registered retirement
savings plan or registered retirement income fund, other than a plan or fund of
which a licensed annuities provider is the issuer or carrier, to a qualified
donee, solely because of the donee’s interest as a beneficiary under the plan or
fund;

(b) immediately before the individual’s death, the individual was the

annuitant under the plan or fund, within the meaning of paragraph b of section
905.1 or paragraph d of section 961.1.5, as the case may be; and
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(c¢) the transfer occurs within the 36-month period that begins at the time of
the death of the individual or, where written application to extend the period
has been made to the Minister by the individual’s legal representative, within
such longer period as the Minister considers reasonable in the circumstances.

“432.0.10.10.5. Where this section applies to an individual, in respect
of a registered retirement savings plan or registered retirement income fund,
by reason of section 752.0.10.10.4,

(a) for the purposes of this chapter, other than section 752.0.10.10.4, the
transfer referred to in that section is deemed to be a gift made immediately
before the individual’s death by the individual to the qualified donee referred
to in section 752.0.10.10.4 ; and

(b) the fair market value of the gift is deemed to be the fair market value, at
the time of the individual’s death, of the right to the transfer, determined
without reference to any risk of default with regard to the obligations of the
issuer of the plan or the carrier of the fund.”

(2) Subsection 1 applies in respect of deaths that occur after 31 December
1998.

217. (1) Section 752.0.10.12 of the said Act is amended by inserting
“otherwise determined” after “greater than the fair market value”.

(2) Subsection 1 applies in respect of gifts made after 12 May 1994.

218. (1) Sections 752.0.10.13 and 752.0.10.14 of the said Act are replaced
by the following sections:

“452.0.10.13. Subject to section 752.0.10.14, where at any time an
individual makes a gift, described in either of the definitions of “total Crown
gifts” and “total charitable gifts” in the first paragraph of section 752.0.10.1,
of a work of art created by the individual that is property in the individual’s
inventory, or acquired under circumstances where section 430 applied, and at
that time the fair market value of the work of art exceeds its cost amount to the
individual, the following rules apply :

(@) where the gift is made by reason of the death of the individual, the gift
is deemed to have been made immediately before the death; and

(b) the individual or the individual’s legal representative may designate in
the fiscal return required to be filed by or for the individual under section 1000
for the year in which the gift is made, an amount that is deemed to be for the
individual, the proceeds of disposition of the work of art and, for the purposes
of section 752.0.10.1, the fair market value of the gift, that must not be greater
than the fair market value nor less than the cost amount to the individual of the
work of art at that time.
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“452.0.10.14. Where at any time an individual makes a gift, after
31 December 1990, of a work of art that is a cultural property described in
section 232 created by the individual and that is property in the individual’s
inventory, or was acquired by the individual under circumstances where
section 430 applied, and at that time the fair market value of the work of art
exceeds its cost amount to the individual, the following rules apply :

(a) where the gift is made by reason of the death of the individual, the gift
is deemed to have been made immediately before the death; and

(b) the individual is deemed to have received, at that time, proceeds of
disposition equal to the cost amount to the individual of the work of art at that
time.”

(2) Subsection 1 applies from the taxation year 2000.

(3) In addition, where a taxpayer or a taxpayer’s legal representative notifies
the Minister of Revenue in writing on or before (insert the date that is the
180th day after the date of assent to this Act) of the intention of the taxpayer or
the taxpayer’s legal representative that this subsection apply in respect of a
gift made after 31 December 1996 and before 1 January 2000, subsection 1
applies to the taxation year in which the gift was made and, for the purposes of
paragraph b of section 752.0.10.13 of the said Act, the amount designated in
the notice in respect of the gift is deemed to have been validly designated in
the taxpayer’s fiscal return for the taxation year in which the gift was made.

219. (1) Section 752.0.11.1 of the said Act, amended by section 55 of
chapter 51 of the statutes of 2001 and by section 115 of chapter 53 of the
statutes of 2001, is again amended by inserting the following paragraph after
paragraph r:

“(r.1) for reasonable expenses, relating to the construction of the principal
place of residence of a person who lacks normal physical development or has
a severe and prolonged mobility impairment, that can reasonably be considered
to be incremental costs incurred to enable the person to gain access to, or to be
mobile or functional within, the person’s principal place of residence; or”.

(2) Subsection 1 applies from the taxation year 2000.

220. (1) Section 752.0.14 of the said Act, amended by section 61 of
chapter 51 of the statutes of 2001 and by section 117 of chapter 53 of the
statutes of 2001, is again amended by replacing paragraph b by the following
paragraph:

“(b) aphysician or, where the individual has a sight impairment, a physician
or an optometrist or, where the individual has a speech impairment, a physician
or a speech-language pathologist, or, where the individual has a hearing
impairment, a physician or an audiologist, or, where the individual has an
impairment with respect to the individual’s ability in walking, or in feeding
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and dressing, a physician or an occupational therapist, or, where the individual
has an impairment with respect to the individual’s ability in perceiving,
thinking and remembering, a physician or a psychologist, has certified in
prescribed form that the individual has an impairment referred to in
paragraph a;”.

(2) Subsection 1 applies in respect of certificates issued after 17 October
2000.

221. (1) Section 752.0.17 of the said Act, amended by section 69 of
chapter 40 of the statutes of 2002, is again amended by replacing the third
paragraph by the following paragraph:

“The Minister may obtain the advice of a body or of another department to
determine whether an individual in respect of whom an amount has been
deducted under section 752.0.14, 752.0.15 or 752.0.19 has a severe and
prolonged mental or physical impairment the effects of which are such that the
individual’s ability to perform a basic activity of daily living is markedly
restricted, and any person referred to in that section shall, on request in writing
by the body or the other department for information with respect to an
individual’s impairment and its effect on the individual or with respect to the
therapy referred to in subparagraph ii of subparagraph b of the first paragraph
that is, where applicable, required to be administered, provide the information
so requested in writing.”

(2) Subsection 1 applies from the taxation year 1999. However, where it
amends the third paragraph of section 752.0.17 of the said Act otherwise than
to add “or with respect to the therapy referred to in subparagraph ii of
subparagraph b of the first paragraph that is, where applicable, required to be
administered,”, it applies from the taxation year 2000.

222. (1) Section 752.0.18 of the said Act, amended by section 118 of
chapter 53 of the statutes of 2001, is again amended by replacing the portion
before subparagraph a of the first paragraph by the following:

“492.0.18. For the purposes of sections 752.0.11 to 752.0.16 and
1029.8.67 to 1029.8.81, a reference to an audiologist, dentist, occupational
therapist, nurse, physician, optometrist, speech-language pathologist,
pharmacist, psychologist or practitioner is a reference to a person authorized
to practise as such”.

(2) Subsection 1 applies in respect of certificates issued after 17 October
2000.

223. Section 752.0.18.10 of the said Act, amended by section 67 of

chapter 51 of the statutes of 2001, is again amended, in the French text of
paragraph a,
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(1) by replacing “toute autre maison” in subparagraph i by “tout autre
établissement” ;

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

“ii. une maison d’enseignement au Canada reconnue par le ministre comme
offrant un enseignement, autre que celui conduisant a I’obtention de crédits
universitaires, qui permet d’acquérir ou d’augmenter les compétences
nécessaires a une profession;;

113

iii. une maison d’enseignement aux Etats-Unis qui est une université, un
colleége ou tout autre établissement offrant un enseignement postsecondaire, si
le particulier a résidé au Canada pendant toute 1’année, pres de la frontiere
entre le Canada et les Etats-Unis, a fait la navette entre sa résidence et cette
maison d’enseignement, et si les frais ont été payés a I’égard d’un programme
d’enseignement de niveau postsecondaire;”.

224. (1) Section 769 of the said Act is amended

(1) by replacing the portion before paragraph c of the French text by the
following :

“9469. L article 768 ne s’applique pas si la ficudie visée a cet article
remplit les conditions suivantes:

a) elle existait avant le 18 juin 1971;

b) elle résidait au Québec le 18 juin 1971 et y a résidé sans interruption,
jusqu’a la fin de I’année d’imposition;”;

(2) by replacing paragraph c by the following paragraph:
“(c) did not carry on an eligible business in the taxation year;”;

(3) by replacing paragraphs d and e of the French text by the following
paragraphs:

“d) elle n’a recu aucun bien sous forme de don depuis le 18 juin 1971 ;
“e) ellen’a, apres le 18 juin 1971, encouru aucune dette envers une personne
avec laquelle un bénéficiaire de la fiducie avait un lien de dépendance ni
aucune autre obligation de payer un montant a une telle personne, et n’a pas
encouru de telles dettes ou obligations garanties par une telle personne;”;
(4) by adding the following paragraph after paragraph e:

“(H has not received any property after 17 December 1999 where

i. the property was received as a result of a transfer from another trust,
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ii. section 768 applied to a taxation year of the other trust that began before
the property was so received, and

iii. no change in the beneficial ownership of the property resulted from the
transfer.”

(2) Subsection 1 applies from the taxation year 1999.

223. (1) Section 772.2 of the said Act, amended by section 132 of chapter 53
of the statutes of 2001, is again amended

(1) by inserting the following definition in alphabetical order:

““foreign oil and gas business” of a taxpayer means a business, carried on
by the taxpayer in a taxing country, the principal activity of which is the
extraction from natural accumulations, or from oil or gas wells, of petroleum,
natural gas or related hydrocarbons;”;

(2) by inserting the following definition in alphabetical order:
““production tax amount” of a taxpayer for a foreign oil and gas business
carried on by the taxpayer in a taxing country for a taxation year means the
total of all amounts each of which

(a) became receivable in the year by the government of the country because
of an obligation, other than a commercial obligation, of the taxpayer, in
respect of the business, to the government or a mandatary or instrumentality of
the government;

(b) is computed by reference to the amount by which the amount or value
of petroleum, natural gas or related hydrocarbons produced or extracted by the
taxpayer in the course of carrying on the business in the year exceeds an
amount that

i. is deductible, under the agreement or law that creates the obligation
described in paragraph a, in computing the amount receivable by the government
of the taxing country, and

ii. is intended to take into account the taxpayer’s operating and capital
costs of that production or extraction, and can reasonably be considered to
have that effect;

(¢) would not, but for section 772.5.6, be an income or profits tax ; and

(d) is not identified as a royalty under the agreement that creates the
obligation described in paragraph a or under any law of the taxing country;”;

(3) by striking out “or political subdivision of a foreign country” in the
following provisions:
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— the portion of the definition of “non-business-income tax” before
paragraph a;

— the portion of the definition of “business-income tax” before paragraph a;
— paragraph b of the definition of “economic profit”;

(4) by inserting the following definition in alphabetical order:
““commercial obligation” in respect of a taxpayer’s foreign oil and gas
business in a country means an obligation of the taxpayer to a particular
person, where

(a) the obligation was undertaken in the course of carrying on the business
or in contemplation of the business; and

(b) the law of the country would have allowed the taxpayer to undertake an
obligation, on substantially the same terms, to a person other than the particular
person;”;

(5) by inserting the following definition in alphabetical order:
““taxing country” means a foreign country the government of which regularly
imposes, in respect of income from business carried on in the country, a levy
or charge of general application that would, but for section 772.5.6, be an
income or profits tax;”.

(2) Paragraphs 1, 2, 4 and 5 of subsection 1 apply to taxation years of a
taxpayer that begin after the earlier of

(1) 31 December 1999 ; and

(2) where, in accordance with paragraph b of subsection 26 of section 117
of the Act to amend the Income Tax Act, the Income Tax Application Rules,
certain Acts related to the Income Tax Act, the Canada Pension Plan, the
Customs Act, the Excise Tax Act, the Modernization of Benefits and Obligations
Act and another Act related to the Excise Tax Act (Statutes of Canada, 2001,
chapter 17), a date is designated by the taxpayer for the purposes of that
subsection 26, the later of

(a) the date so designated by the taxpayer; and
(b) 31 December 1994.
(3) Paragraph 3 of subsection 1 has effect from 28 June 1999.

226. (1) Section 772.4 of the said Act is amended by adding the following
paragraphs after the second paragraph:
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“Any reference in this chapter to the government of a foreign country or a
country other than Canada includes a reference to the government of a political
subdivision of such a country.

Where the income from a source in a particular country would be tax-exempt
income but for the fact that a portion of the income is subject to an income or
profits tax imposed by the government of a country other than Canada, that
portion of the income is deemed, for the purposes of this chapter, to be income
from a separate source in the particular country.”

(2) Subsection 1 has effect from 28 June 1999.

22%7. (1) Section 772.5.1 of the said Act, enacted by section 133 of
chapter 53 of the statutes of 2001, is amended by striking out “or political
subdivision of a foreign country”.

(2) Subsection 1 has effect from 28 June 1999.

228. (1) Section 772.5.2 of the said Act, enacted by section 133 of
chapter 53 of the statutes of 2001, is amended by replacing “the prescribed
rate” in subparagraph a of the third paragraph by “a rate of 40%”.

(2) Subsection 1 applies from the taxation year 1998.

229. (1) Section 772.5.5 of the said Act, enacted by section 133 of
chapter 53 of the statutes of 2001, is repealed.

(2) Subsection 1 has effect from 28 June 1999.

230. (1) The said Act is amended by inserting the following section after
section 772.5.5, enacted by section 133 of chapter 53 of the statutes of 2001 :

“472.5.6. For the purposes of this chapter, a taxpayer who is resident
in Canada throughout a taxation year and carries on a foreign oil and gas
business in a taxing country in the year is deemed to have paid in the year as an
income or profits tax to the government of the taxing country an amount equal
to the lesser of

(a) the amount by which 40% of the taxpayer’s income from the business
in the taxing country for the year exceeds the total of all amounts that are, but
for this section, income or profits taxes paid in the year in respect of the
business to the government of the taxing country ; and

(b) the taxpayer’s production tax amount for the business in the taxing
country for the year.”

(2) Subsection 1 applies to taxation years of a taxpayer that begin after the
earlier of
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(1) 31 December 1999 ; and

(2) where, in accordance with paragraph b of subsection 26 of section 117
of the Act to amend the Income Tax Act, the Income Tax Application Rules,
certain Acts related to the Income Tax Act, the Canada Pension Plan, the
Customs Act, the Excise Tax Act, the Modernization of Benefits and Obligations
Act and another Act related to the Excise Tax Act (Statutes of Canada, 2001,
chapter 17), a date is designated by the taxpayer for the purposes of that
subsection 26, the later of

(a) the date so designated by the taxpayer; and

(b) 31 December 1994.

(3) Notwithstanding sections 1010 to 1011 of the Taxation Act, the Minister
of Revenue shall make such assessments, reassessments or additional
assessments of tax, interest or penalties payable by a taxpayer under Part I of
the said Act, as are necessary, for any taxation year that began before 1 January
2000, to give effect to paragraph 2 of subsection 2; sections 93.1.8 and

93.1.12 of the Act respecting the Ministere du Revenu (R.S.Q., chapter M-31)
apply, with the necessary modifications, to such assessments and reassessments.

231. (1) Section 772.6 of the said Act, amended by section 134 of chapter 53
of the statutes of 2001, is again amended, in paragraph a,

(1) by striking out “or political subdivision of a foreign country” in the
portion before subparagraph i;

(2) by striking out subparagraph ii.

(2) Paragraph 1 of subsection 1 has effect from 28 June 1999.

(3) Paragraph 2 of subsection 1 applies from the taxation year 2001.
232. (1) Section 772.11 of the said Act, amended by section 79 of chapter 40
of the statutes of 2002, is again amended by striking out subparagraph b of the
first paragraph.

(2) Subsection 1 applies from the taxation year 2001.

233. (1) Section 776.1.4.2 of the said Act, enacted by section 143 of
chapter 53 of the statutes of 2001, is amended by replacing “amount paid” by
“amount paid by the individual or”.

(2) Subsection 1 has effect from 17 September 1998.

234. (1) The said Act is amended by inserting the following section after
section 776.1.4.2, enacted by section 143 of chapter 53 of the statutes of 2001 :
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“476.1.4.3. Where the Minister so directs, an individual or a qualifying
trust in respect of the individual who, in a taxation year, pays an amount, other
than an amount paid in the first 60 days of the year, for the purchase as first
purchaser of a share described in paragraph a or b of section 776.1.1, is
deemed, for the purposes of this division, to have paid that amount at the
beginning of the year and not at the time it was actually paid.”

(2) Subsection 1 applies in respect of amounts paid after 31 December
1997.

235. (1) Section 776.1.5.0.1 of the said Act, enacted by section 144 of
chapter 53 of the statutes of 2001, is amended in the first paragraph,

(1) by replacing “by a qualifying trust” in the definition of “replacement
share” by “by the individual or a qualifying trust”;

(2) by replacing “by a qualifying trust” in the definition of “specified
balance” by “by the individual or a qualifying trust”.

(2) Subsection 1 has effect from 17 September 1998.

236. (1) Section 776.1.5.0.2 of the said Act, enacted by section 144 of
chapter 53 of the statutes of 2001, is amended

(1) by replacing “by a qualifying trust” in subparagraph b of the second
paragraph by “by the individual or a qualifying trust”;

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

“Where the Minister so directs, an individual or a qualifying trust in respect
of the individual who, in a taxation year, pays an amount, other than an
amount paid in the first 60 days of the year, for the acquisition of replacement
shares, is deemed to have paid that amount at the beginning of the year and not
at the time it was actually paid.”

(2) Subsection 1 has effect from 17 September 1998.

237. (1) Sections 776.1.5.0.3 and 776.1.5.0.4 of the said Act, enacted by
section 144 of chapter 53 of the statutes of 2001, are amended by replacing
“by a qualifying trust” by “by the individual or a qualifying trust”.

(2) Subsection 1 has effect from 17 September 1998.

238. (1) Section 776.1.5.0.6 of the said Act, enacted by section 144 of
chapter 53 of the statutes of 2001, is amended in the first paragraph,

(1) by replacing “by a qualifying trust” in the definition of “replacement
share” by “by the individual or a qualifying trust”;
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(2) by replacing “by a qualifying trust” in the definition of “specified
balance” by “by the individual or a qualifying trust”.

(2) Subsection 1 has effect from 1 January 1999.

239. (1) Section 776.1.5.0.7 of the said Act, enacted by section 144 of
chapter 53 of the statutes of 2001, is amended

(1) by replacing “by a qualifying trust” in subparagraph b of the second
paragraph by “by the individual or a qualifying trust”;

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

“Where the Minister so directs, an individual or a qualifying trust in respect
of the individual who, in a taxation year, pays an amount, other than an
amount paid in the first 60 days of the year, for the acquisition of replacement
shares, is deemed to have paid that amount at the beginning of the year and not
at the time it was actually paid.”

(2) Subsection 1 has effect from 1 January 1999.

240. (1) Sections 776.1.5.0.8 and 776.1.5.0.9 of the said Act, enacted by
section 144 of chapter 53 of the statutes of 2001, are amended by replacing
“by a qualifying trust” by “by the individual or a qualifying trust”.

(2) Subsection 1 has effect from 1 January 1999.
241. (1) Section 776.56 of the said Act is amended

(1) by replacing “the total amount” in paragraph a and “the aggregate” in
paragraph b by “7/10”;

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

“(c) each amount that is designated by a trust for a particular taxation year
of the trust in respect of the individual and deemed by section 668 to be a
taxable capital gain for the year in respect of the individual is, except in
respect of an amount to which section 668.5 applies, deemed to be equal to
7/10 of the quotient obtained when that amount is divided by the fraction
provided for the purposes of section 231 in respect of the trust for the
particular taxation year.”

(2) Subsection 1 applies from the taxation year 2000.

242. (1) Section 776.59 of the said Act is amended by replacing “one-
third” in the portion before paragraph a by “2/5”.

(2) Subsection 1 applies from the taxation year 2000.
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243. (1) Section 776.60 of the said Act is replaced by the following
section:

“4'76.60. For the purposes of section 776.51, the individual shall not
deduct any amount for the year in computing the individual’s taxable income
or the individual’s taxable income earned in Canada, as the case may be, under
sections 725.6 and 726.0.1.

However, subject to the third paragraph, an amount otherwise deductible by
the individual for the year in computing the individual’s taxable income or the
individual’s taxable income earned in Canada, as the case may be, other than
an amount referred to in this Title, shall be equal to the amount that would
otherwise be deductible were it not for this Book.

The only amounts deductible by the individual for the year in computing
the individual’s taxable income or the individual’s taxable income earned in
Canada, as the case may be, under sections 725, 725.2 and 725.3 to 725.5 are

(a) as regards section 725, the amount that would be deductible under that
section if section 776.56 were applicable in computing the individual’s income
for the year;

(b) as regards section 725.2, the amount deducted under that section, not
exceeding the aggregate of

i. twice the amount deducted under section 725.2.2, and

ii. 3/5 of the amount by which the amount deducted under section 725.2
exceeds the amount determined under subparagraph i; and

(c) as regards sections 725.3 to 725.5, 3/5 of the amounts deducted under
those sections.”

(2) Subsection 1 applies from the taxation year 2000. However, where
subparagraph i of subparagraph b of the third paragraph of section 776.60 of
the said Act applies to the taxation year 2000, it shall be read as follows:

“i. the aggregate of

(1) twice the amount deducted under section 725.2.2 in respect of benefits
that the individual is deemed by section 49 to have received in the year as a
result of transactions, events or circumstances that occur after 17 October
2000, and

(2) the amount deducted under section 725.2.2 in respect of benefits that
the individual is deemed by section 49 to have received in the year as a result
of transactions, events or circumstances that occur before 18 October 2000,
and”.
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244. (1) Section 776.70 of the said Act, replaced by section 78 of chapter 51
of the statutes of 2001 and amended by section 154 of chapter 53 of the
statutes of 2001, is again amended by replacing “and 339.5” by “, 339.5 and
358.0.17.

(2) Subsection 1 applies from the taxation year 1998.

245. (1) Section 782 of the said Act, amended by section 111 of chapter 7
of the statutes of 2001 and by section 160 of chapter 53 of the statutes of 2001,
is again amended by inserting “725.2.2 or” after “725.2 or” in paragraph a.

(2) Subsection 1 applies from the taxation year 2000.

246. (1) Section 784 of the said Act, amended by section 112 of chapter 7
of the statutes of 2001 and by section 161 of chapter 53 of the statutes of 2001,
is again amended by inserting “725.2.2 or” after “725.2 or” in subparagraph ¢
of the first paragraph.

(2) Subsection 1 applies from the taxation year 2000.

247. Section 785.1 of the said Act, amended by sections 162 and 260 of
chapter 53 of the statutes of 2001, is again amended by replacing “sections
47.18 to 58 would apply” in subparagraph v of paragraph b by “Division VI of
Chapter II of Title II of Book IIT would apply”.

248. (1) Section 785.2 of the said Act, amended by section 260 of chapter 53
of the statutes of 2001, is again amended

(1) by replacing “sections 47.18 to 58 would apply” in subparagraph iv of
paragraph b by “Division VI of Chapter II of Title II of Book III would apply”;

(2) by inserting the following paragraph after paragraph d:

“(d.1) if the taxpayer is deemed by paragraph b to have disposed of a share
that was acquired before 28 February 2000 under circumstances to which
section 49.2 applied, the amount that would be added under paragraph f of
section 255 in computing the adjusted cost base to the taxpayer of the share as
a consequence of the deemed disposition, if Division VI of Chapter II of
Title IT of Book III were read without reference to section 49.6, shall be
deducted from the taxpayer’s proceeds of disposition of the share;”.

(2) Paragraph 2 of subsection 1 applies in respect of changes in residence
that occur after 31 December 1992.

249. (1) Section 801 of the said Act is replaced by the following section:
“801. Notwithstanding any other provision of this Part, a payment

received or receivable by a member of a credit union in respect of a share of
the capital stock of the credit union is deemed, where the share is not listed on
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a Canadian stock exchange or a foreign stock exchange, to have been received
or to be receivable from the credit union as interest except if the payment is
made or is to be made as or on account of a reduction of the paid-up capital,
redemption, acquisition or cancellation of the share by the credit union, to the
extent of the paid-up capital of that share, and such payment as interest is
deductible in computing the income of the credit union.”

(2) Subsection 1 has effect from 26 November 1999. In addition, where
section 801 of the said Act, replaced by subsection 1, applies in respect of
transactions that occur after 21 December 1992, the reference to “a prescribed
stock exchange” in section 801 shall be read as a reference to “a stock
exchange referred to in paragraph a or b of section 21.11.20R1 of the Regulation
respecting the Taxation Act (R.R.Q., 1981, chapter 1-3, .1)”.

230. (1) The said Act is amended by inserting the following sections after
section 851.16:

“831.16.1. Where an amount is deemed under section 851.16 to be a
capital gain or capital loss of a holder of a segregated fund policy relating to a
segregated fund trust or of another beneficiary of the trust, in respect of capital
gains or losses realized or sustained in a taxation year of the trust that includes
28 February 2000 or 17 October 2000, and the trust so elects under this section
in its fiscal return filed under this Part for the year, the following rules apply:

(a) the portion of the gains and losses that is in respect of capital gains or
losses from dispositions of property that occurred before 28 February 2000 is
deemed to be that proportion of the gains or losses that the number of days that
are in the year and before 28 February 2000 is of the number of days that are in
the year;

(b) the portion of the gains and losses that is in respect of capital gains or
losses from dispositions of property that occurred in the year and in the period
that began on 28 February 2000 and ended on 17 October 2000, is deemed to
be that proportion of the gains or losses that the number of days that are in the
year and in that period is of the number of days that are in the year; and

(c) the portion of the gains and losses that is in respect of capital gains or
losses from dispositions of property that occurred in the year and in the period
that began on 18 October 2000 and ended at the end of the year, is deemed to
be that proportion of the gains or losses that the number of days that are in the
year and in that period is of the number of days that are in the year.

“831.16.2. Where a capital gain or a capital loss is deemed by section
851.16 to be a capital gain or a capital loss of a holder of a segregated fund
policy relating to a segregated fund trust or of another beneficiary of the trust,
in this section referred to as the “taxpayer”, the following rules apply:

(a) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred before
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28 February 2000 and the taxation year of the taxpayer includes 27 February
2000, the capital gain or the capital loss is deemed to be a capital gain or a
capital loss, as the case may be, of the taxpayer from the disposition by the
taxpayer of capital property in the year and before 28 February 2000

(b) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred before
28 February 2000 and the taxation year of the taxpayer began after 27 February
2000 and ended before 18 October 2000, 9/8 of the capital gain or the capital
loss is deemed to be a capital gain or a capital loss, as the case may be, of the
taxpayer from the disposition by the taxpayer of capital property in the year;

(c) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred before
28 February 2000 and the taxation year of the taxpayer began after 27 February
2000 and ended after 17 October 2000, 9/8 of the capital gain or the capital
loss is deemed to be a capital gain or a capital loss, as the case may be, of the
taxpayer from the disposition by the taxpayer of capital property in the year
and before 18 October 2000 ;

(d) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred before
28 February 2000 and the taxation year of the taxpayer began after 17 October
2000, 3/2 of the capital gain or the capital loss is deemed to be a capital gain or
a capital loss, as the case may be, of the taxpayer from the disposition by the
taxpayer of capital property in the year;

(e) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred after 27 February
2000 but before 18 October 2000 and the taxation year of the taxpayer began
after 17 October 2000, 4/3 of the capital gain or capital loss is deemed to be a
capital gain or a capital loss, as the case may be, of the taxpayer from the
disposition by the taxpayer of capital property in the year;

(f) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred after 27 February
2000 but before 18 October 2000 and the taxation year of the taxpayer
includes 28 February 2000 and 17 October 2000, the capital gain or the capital
loss is deemed to be a capital gain or a capital loss, as the case may be, of the
taxpayer from the disposition by the taxpayer of capital property in the year
and in the period that began after 27 February 2000 and ended before 18 October
2000;

(g) if the capital gain or capital loss is in respect of capital gains or capital
losses from dispositions of property by the trust that occurred after 27 February
2000 but before 17 October 2000 and the taxation year of the taxpayer began
after 27 February 2000 and ended before 17 October 2000, the capital gain or
the capital loss is deemed to be a capital gain or a capital loss, as the case may
be, of the taxpayer from the disposition by the taxpayer of capital property in
the year; and
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(h) in any other case, the capital gain or the capital loss is deemed to be a
capital gain or a capital loss, as the case may be, of the taxpayer from the
disposition of capital property by the taxpayer in the taxpayer’s taxation year
and after 17 October 2000.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
251. (1) Section 888.2 of the said Act is repealed.

(2) Subsection 1 applies in respect of shares acquired, but not disposed of,
before 28 February 2000 and in respect of shares acquired after 27 February
2000.

232. (1) The said Act is amended by inserting the following section after
section 935.8:

“935.8.1. Where an amount, other than an amount paid in the first
60 days of a taxation year, is paid as a premium by an individual in the year
and the Minister so directs, the following rules apply :

(a) all or part of the amount may be designated in writing by the individual
for the purposes of section 935.3 and, to that end, the amount is deemed to
have been paid at the beginning of the year and not at the time it was actually
paid; and

(b) the designation of all or part of that amount is deemed to have been
made in the prescribed form the individual is required to send with the fiscal
return the individual is required to file under section 1000 for the preceding
taxation year.”

(2) Subsection 1 applies in respect of amounts paid after 31 December
1997.

253. (1) The said Act is amended by inserting the following section after
section 935.18, enacted by section 201 of chapter 53 of the statutes of 2001 :

“933.19. Where an amount, other than an amount paid in the first
60 days of a taxation year, is paid as a premium by an individual in the year
and the Minister so directs, the following rules apply :

(a) all or part of the amount may be designated in writing by the individual
for the purposes of section 935.14 and, to that end, the amount is deemed to
have been paid at the beginning of the year and not at the time it was actually
paid; and

(b) the designation of all or part of that amount is deemed to have been
made in the prescribed form the individual is required to send with the fiscal
return the individual is required to file under section 1000 for the preceding
taxation year.”
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(2) Subsection 1 has effect from 1 January 1999.

254. (1) Section 965.0.9 of the said Act is amended by replacing
paragraph a by the following paragraph:

“(a) the amount is a single amount no portion of which relates to an
actuarial surplus,”.

(2) Subsection 1 applies in respect of amounts transferred after 30 November
1999.

233. (1) The said Act is amended by inserting the following section after
section 965.0.11:

“963.0.11.1. Anamount is transferred from a registered pension plan,
in this section referred to as the “transferor plan”, in accordance with this
section if

(a) the amount is a single amount;

(b) the amount is transferred in respect of the surplus under a money
purchase provision, in this section referred to as the “former provision”, of the
transferor plan;

(c) the amount is transferred directly to another registered pension plan to
be held in connection with a money purchase provision, in this section
referred to as the “current provision”, of the other plan;

(d) the amount is transferred in conjunction with the transfer of amounts
from the former provision to the current provision on behalf of all or a
significant number of members of the transferor plan whose benefits under the
former provision are replaced by benefits under the current provision ; and

(e) the transfer is acceptable, for the purposes of paragraph e of
subsection 7.1 of section 147.3 of the Income Tax Act (Revised Statutes of
Canada, 1985, chapter 1, 5th Supplement), to the Minister of National Revenue
and that Minister has so notified the administrator of the transferor plan in
writing.

For the purposes of subparagraph b of the first paragraph, “surplus” has the
meaning assigned for the purposes of paragraph b of subsection 7.1 of section
147.3 of the Income Tax Act.”

(2) Subsection 1 applies in respect of amounts transferred after 31 December
1998.

2536. (1) Section 965.0.12 of the said Act is amended by replacing
paragraphs b and ¢ by the following paragraphs:
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“(b) the amount is transferred in respect of the actuarial surplus under a
defined benefit provision of the transferor plan;

“(c) the amount is transferred directly to another registered pension plan to
be held in connection with a money purchase provision of the other plan;”.

(2) Subsection 1 applies in respect of amounts transferred after 31 December
1990.

253%7. (1) Section 966 of the said Act, amended by section 205 of chapter 53
of the statutes of 2001, is again amended, in the English text,

(1) by inserting the following paragraph after paragraph a.1:

“(a.1.1) “policy loan” means an amount advanced by an insurer to a
policyholder in accordance with the terms and conditions of a life insurance
policy:”;

(2) by striking out paragraph b.2.
(2) Subsection 1 has effect from 20 December 2001.

2538. (1) Section 985.5.2 of the said Act is amended by replacing “1065”
in the first paragraph by “1065.1”.

(2) Subsection 1 has effect from 24 December 2001.

2539. Section 1029.8.36.72.1 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 89 of chapter 9 of
the statutes of 2002 and by section 169 of chapter 40 of the statutes of 2002, is
again amended, in the English text of the first paragraph,

(1) by inserting the following definition after the definition of “eligible
employee” :

““eligible repayment of assistance” for a taxation year by a qualified
corporation means the aggregate of

(a) where the qualified corporation pays in the taxation year, pursuant to a
legal obligation, an amount that may reasonably be considered to be a repayment
of assistance referred to in subparagraph i of paragraph a of section
1029.8.36.72.7 that reduced the amount of the salaries or wages paid by the
qualified corporation to an employee, for the purpose of computing the
amount referred to in subparagraph a of the first paragraph of section
1029.8.36.72.2 that relates to a calendar year preceding the calendar year
ending in the taxation year, the amount by which the amount that would have
been determined under that subparagraph a in respect of the qualified
corporation in relation to the preceding calendar year if each of the amounts of
assistance paid in respect of the salaries or wages had been reduced by any
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amount paid by the qualified corporation, in respect of such an amount of
assistance, as repayment in the taxation year or a preceding taxation year,
exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.2 in respect of the qualified corporation in relation to the
preceding calendar year, and

ii. the aggregate of all amounts determined for a taxation year preceding
the taxation year under this paragraph in relation to a repayment of assistance ;

(b) where a corporation pays in a calendar year ending in the taxation year,
pursuant to a legal obligation, an amount that may reasonably be considered to
be a repayment of assistance referred to in subparagraph i of paragraph a of
section 1029.8.36.72.7 that reduced the amount of the salaries or wages paid
by the corporation to an employee, for the purpose of computing the amount
referred to in subparagraph a of the first paragraph of section 1029.8.36.72.3
that relates to a calendar year preceding the calendar year in relation to the
qualified corporation at the end of which the corporation was not associated
with any other qualified corporation carrying on a recognized business in the
Québec area for its taxation year in which the preceding calendar year ended,
the amount by which the amount that would have been determined under that
subparagraph a in respect of the qualified corporation in relation to the
preceding calendar year if each of the amounts of assistance paid in respect of
the salaries or wages had been reduced by any amount paid, in respect of such
an amount of assistance, as repayment in the calendar year or a preceding
calendar year, exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.3 in respect of the qualified corporation in relation to the
preceding calendar year, and

ii. the aggregate of all amounts determined for a calendar year preceding
the calendar year under this paragraph in relation to a repayment of assistance ;
and

(c¢) where a corporation pays in a calendar year ending in the taxation year,
pursuant to a legal obligation, an amount that may reasonably be considered to
be a repayment of assistance referred to in subparagraph i of paragraph b of
section 1029.8.36.72.7 that reduced the amount of the salaries or wages paid
by the corporation to an employee, for the purpose of computing the excess
amount referred to in paragraph a of section 1029.8.36.72.4 determined, in
respect of a calendar year preceding the calendar year, in relation to all of the
corporations that were associated with each other at the end of that preceding
calendar year and with which the qualified corporation was associated at that
time, the amount by which the amount that would have been determined under
subparagraph a of the first paragraph of section 1029.8.36.72.3, with reference
to the second paragraph of that section, in respect of the qualified corporation
in relation to the preceding calendar year if, for the purposes of paragraph a of
section 1029.8.36.72.4 in relation to that preceding calendar year, each of the
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amounts of assistance in respect of the salaries or wages had been reduced by
any amount paid, in respect of such an amount of assistance, as repayment in
the calendar year or a preceding calendar year, and the amount determined in
accordance with that section 1029.8.36.72.4 had been attributed to a corporation
in the same proportion as that determined in its respect in relation to the
preceding calendar year, exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.3, with reference to the second paragraph of that section,
in respect of the qualified corporation in relation to the preceding calendar
year, and

ii. the aggregate of all amounts determined for a calendar year preceding
the calendar year under this paragraph in relation to a repayment of assistance;”;

(2) by striking out the definition of “repayment of eligible assistance”.

260. Section 1029.8.36.72.2 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001, is amended by replacing “repayment of
eligible assistance” in the English text of subparagraph b of the first paragraph
by “eligible repayment of assistance”.

261. Section 1029.8.36.72.3 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 90 of chapter 9 of
the statutes of 2002, is again amended by replacing “repayment of eligible
assistance” in the English text of subparagraph b of the first paragraph by
“eligible repayment of assistance”.

262. Section 1029.8.36.72.15 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 92 of chapter 9 of
the statutes of 2002 and by section 175 of chapter 40 of the statutes of 2002, is
again amended, in the English text of the first paragraph,

(1) by inserting the following definition after the definition of “eligible
employee” :

““eligible repayment of assistance” for a taxation year by a qualified
corporation means the aggregate of

(a) where the qualified corporation pays in the taxation year, pursuant to a
legal obligation, an amount that may reasonably be considered to be a repayment
of assistance referred to in subparagraph i of subparagraph a of the first
paragraph of section 1029.8.36.72.21 that reduced the amount of the salaries
or wages paid by the qualified corporation to an employee, for the purpose of
computing the amount referred to in subparagraph a of the first paragraph of
section 1029.8.36.72.16 that relates to a calendar year preceding the calendar
year ending in the taxation year, the amount by which the amount that would
have been determined under that subparagraph a in respect of the qualified
corporation in relation to the preceding calendar year if each of the amounts of
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assistance paid in respect of the salaries or wages had been reduced by any
amount paid by the qualified corporation, in respect of such an amount of
assistance, as repayment in the taxation year or a preceding taxation year,
exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.16 in respect of the qualified corporation in relation to
the preceding calendar year, and

ii. the aggregate of all amounts determined for a taxation year preceding
the taxation year under this paragraph in relation to a repayment of assistance ;

(b) where a corporation pays in a calendar year ending in the taxation year,
pursuant to a legal obligation, an amount that may reasonably be considered to
be a repayment of assistance referred to in subparagraph i of subparagraph a
of the first paragraph of section 1029.8.36.72.21 that reduced the amount of
the salaries or wages paid by the corporation to an employee, for the purpose
of computing the amount referred to in subparagraph a of the first paragraph
of section 1029.8.36.72.17 that relates to a calendar year preceding the calendar
year in relation to the qualified corporation at the end of which the qualified
corporation was not associated with any other qualified corporation that was
carrying on a recognized business in the Saguenay—Lac-Saint-Jean area, for
its taxation year in which the preceding calendar year ended, the amount by
which the amount would have been determined under that subparagraph a in
respect of the qualified corporation in relation to the preceding calendar year
if each of the amounts of assistance paid in respect of the salaries or wages had
been reduced by any amount paid, in respect of such an amount of assistance,
as repayment in the calendar year or a preceding calendar year, exceeds the
aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.17 in respect of the qualified corporation in relation to
the preceding calendar year, and

ii. the aggregate of all amounts determined for a calendar year preceding
the calendar year under this paragraph in relation to a repayment of assistance ;
and

(c¢) where a qualified corporation pays in a calendar year ending in the
taxation year, pursuant to a legal obligation, an amount that may reasonably be
considered to be a repayment of assistance referred to in subparagraph i of
subparagraph b of the first paragraph of section 1029.8.36.72.21 that reduced
the amount of the salaries or wages paid by the corporation to an employee,
for the purpose of computing the excess amount referred to in paragraph a of
section 1029.8.36.72.18 determined, in respect of a calendar year preceding
the calendar year, in relation to all of the corporations that were associated
with each other at the end of that preceding calendar year and with which the
qualified corporation was associated at that time, the amount by which the
amount that would have been determined under subparagraph a of the first
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paragraph of section 1029.8.36.72.17, with reference to the second paragraph
of that section, in respect of the qualified corporation in relation to the
preceding calendar year if, for the purposes of paragraph a of section
1029.8.36.72.18 in relation to that preceding calendar year, each of the amounts
of assistance in respect of the salaries or wages had been reduced by any
amount paid, in respect of such an amount of assistance, as repayment in the
calendar year or a preceding calendar year, and the amount determined in
accordance with that section 1029.8.36.72.18 had been attributed to a qualified
corporation in the same proportion as that determined in its respect in relation
to the preceding calendar year, exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.17, with reference to the second paragraph of that section,
in respect of the qualified corporation in relation to the preceding calendar
year, and

ii. the aggregate of all amounts determined for a calendar year preceding
the calendar year under this paragraph in relation to a repayment of assistance;”;

(2) by striking out the definition of “repayment of eligible assistance”.

263. Section 1029.8.36.72.16 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 176 of chapter 40 of
the statutes of 2002, is again amended by replacing “repayment of eligible
assistance” in the English text of subparagraph b of the first paragraph by
“eligible repayment of assistance”.

264. Section 1029.8.36.72.17 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 93 of chapter 9 of
the statutes of 2002 and by section 177 of chapter 40 of the statutes of 2002, is
again amended by replacing “repayment of eligible assistance” in the English
text of subparagraph b of the first paragraph by “eligible repayment of
assistance”.

263. Section 1029.8.36.72.29 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 95 of chapter 9 of
the statutes of 2002 and by section 186 of chapter 40 of the statutes of 2002, is
again amended, in the English text of the first paragraph,

(1) by inserting the following definition after the definition of “eligible
employee”:

““eligible repayment of assistance” for a taxation year by a qualified
corporation means the aggregate of

(@) where the qualified corporation pays in the taxation year, pursuant to a
legal obligation, an amount that may reasonably be considered to be a repayment
of assistance referred to in subparagraph i of paragraph a of section
1029.8.36.72.35 that reduced the amount of the salaries or wages paid by the
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qualified corporation to an employee, for the purpose of computing the
amount referred to in subparagraph a of the first paragraph of section
1029.8.36.72.30 that relates to a calendar year preceding the calendar year
ending in the taxation year, the amount by which the amount that would have
been determined under that subparagraph a in respect of the qualified
corporation in relation to the preceding calendar year if each of the amounts of
assistance paid in respect of the salaries or wages had been reduced by any
amount paid by the qualified corporation, in respect of such an amount of
assistance, as repayment in the taxation year or a preceding taxation year,
exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.30 in respect of the qualified corporation in relation to
the preceding calendar year, and

ii. the aggregate of all amounts determined for a taxation year preceding
the taxation year under this paragraph in relation to a repayment of assistance;

(b) where a corporation pays in a calendar year ending in the taxation year,
pursuant to a legal obligation, an amount that may reasonably be considered to
be a repayment of assistance referred to in subparagraph i of paragraph a of
section 1029.8.36.72.35 that reduced the amount of the salaries or wages paid
by the corporation to an employee, for the purpose of computing the amount
referred to in subparagraph a of the first paragraph of section 1029.8.36.72.31
that relates to a calendar year preceding the calendar year in relation to the
qualified corporation at the end of which the qualified corporation was not
associated with any other qualified corporation that was carrying on a
recognized business in the Angus Technopole for its taxation year in which the
preceding calendar year ended, the amount by which the amount that would
have been determined under that subparagraph a in respect of the qualified
corporation in relation to the preceding calendar year if each of the amounts of
assistance paid in respect of the salaries or wages had been reduced by any
amount paid, in respect of such an amount of assistance, as repayment in the
calendar year or a preceding calendar year, exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.31 in respect of the qualified corporation in relation to
the preceding calendar year, and

ii. the aggregate of all amounts determined for a calendar year preceding
the calendar year under this paragraph in relation to a repayment of assistance;
and

(c¢) where a qualified corporation pays in a calendar year ending in the
taxation year, pursuant to a legal obligation, an amount that may reasonably be
considered to be a repayment of assistance referred to in subparagraph i of
paragraph b of section 1029.8.36.72.35 that reduced the amount of the salaries
or wages paid by the corporation to an employee, for the purpose of computing
the excess amount referred to in paragraph a of section 1029.8.36.72.32
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determined, in respect of a calendar year preceding the calendar year, in
relation to all of the corporations that were associated with each other at the
end of that preceding calendar year and with which the qualified corporation
was associated at that time, the amount by which the amount that would have
been determined under subparagraph a of the first paragraph of section
1029.8.36.72.31, with reference to the second paragraph of that section, in
respect of the qualified corporation in relation to the preceding calendar year
if, for the purposes of paragraph a of section 1029.8.36.72.32 in relation to
that preceding calendar year, each of the amounts of assistance in respect of
the salaries or wages had been reduced by any amount paid, in respect of such
an amount of assistance, as repayment in the calendar year or a preceding
calendar year, and the amount determined in accordance with that section
1029.8.36.72.32 had been attributed to a qualified corporation in the same
proportion as that determined in its respect in relation to the preceding
calendar year, exceeds the aggregate of

i. the amount determined under subparagraph a of the first paragraph of
section 1029.8.36.72.31, with reference to the second paragraph of that section,
in respect of the qualified corporation in relation to the preceding calendar
year, and

ii. the aggregate of all amounts determined for a calendar year preceding
the calendar year under this paragraph in relation to a repayment of assistance;”;

(2) by striking out the definition of “repayment of eligible assistance”.

266. Section 1029.8.36.72.30 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001, is amended by replacing “repayment of
eligible assistance” in the English text of subparagraph b of the first paragraph
by “eligible repayment of assistance”.

267. Section 1029.8.36.72.31 of the said Act, enacted by section 182 of
chapter 51 of the statutes of 2001 and amended by section 96 of chapter 9 of
the statutes of 2002, is again amended by replacing “repayment of eligible
assistance” in the English text of subparagraph b of the first paragraph by
“eligible repayment of assistance”.

268. Section 1029.8.36.73 of the said Act, amended by section 169 of
chapter 7 of the statutes of 2001, by section 228 of chapter 51 of the statutes of
2001 and by section 99 of chapter 9 of the statutes of 2002, is again amended,
in the English text,

(1) by inserting the following definition after the definition of “eligible
employer” in the first paragraph:

““eligible repayment of assistance”, for a particular taxation year or a
particular fiscal period, by an eligible taxpayer or a qualified partnership, as
the case may be, means
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(a) in the case of an eligible taxpayer, the aggregate of

i. where the eligible taxpayer pays in the particular taxation year, pursuant
to a legal obligation, an amount that may reasonably be considered to be
repayment of assistance referred to in subparagraph i of subparagraph a of the
first paragraph of section 1029.8.36.83 that reduced the amount of the salaries
or wages paid by the eligible taxpayer to an eligible employee, in the course of
carrying on a business of making or manufacturing clothing or footwear, for
the purpose of computing the excess amount referred to in paragraph a of
section 1029.8.36.76 determined in respect of the eligible taxpayer in relation
to a calendar year preceding the calendar year ending in the particular taxation
year, other than the salaries or wages paid by the eligible taxpayer during the
eligible taxpayer’s initial calendar year in relation to that business, the amount
by which the excess amount that would be determined under paragraph a of
section 1029.8.36.76 in respect of the eligible taxpayer in relation to the
preceding calendar year if each of the amounts of assistance paid in respect of
the salaries or wages referred to therein were reduced by any amount paid by
the eligible taxpayer, in respect of such an amount of assistance, as repayment
during the particular taxation year or a preceding taxation year, exceeds the
aggregate of

(1) the excess amount determined under paragraph a of section 1029.8.36.76
in respect of the eligible taxpayer in relation to the preceding calendar year,
and

(2) the aggregate of all amounts determined for a taxation year preceding
the particular taxation year under this subparagraph i, and

ii. where a person or a partnership pays in a particular calendar year ending
in the particular taxation year, pursuant to a legal obligation, an amount that
may reasonably be considered to be repayment of assistance referred to in
subparagraph i of subparagraph c of the first paragraph of section 1029.8.36.83
that reduced the amount of the salaries or wages paid by the person or
partnership, as the case may be, to an eligible employee, in the course of
carrying on a business of making or manufacturing clothing or footwear, for
the purpose of computing the excess amount referred to in section 1029.8.36.80
determined in respect of a calendar year preceding the particular calendar year
in relation to a group of associated employers of which the person or partnership
was a member at the end of that preceding calendar year, other than the
salaries or wages paid by the person or partnership during the initial calendar
year of the person or partnership in relation to that business, such proportion,
as the amount attributed to the eligible taxpayer pursuant to the agreement
filed by the eligible taxpayer pursuant to section 1029.8.36.78 as a member of
the group of associated employers in respect of the preceding calendar year is
of the aggregate of all the amounts attributed pursuant to the agreement or, in
the absence of such an agreement, as the amount of the salaries or wages paid
by the eligible taxpayer for the purpose of computing the excess amount in
respect of the preceding calendar year is of the amount of the salaries or wages
paid by all the members of the group of associated employers for the purpose
of computing the excess amount in respect of that preceding calendar year, of
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the amount by which the excess amount that would be determined under
section 1029.8.36.80 in respect of the group of associated employers in
relation to the preceding calendar year if each of the amounts of assistance
paid in respect of the salaries or wages referred to therein were reduced by any
amount paid, in respect of such an amount of assistance, by a member of the
group as repayment during the particular calendar year or a preceding calendar
year, exceeds the aggregate of

(1) the excess amount determined under section 1029.8.36.80 in respect of
the group of associated employers in relation to the preceding calendar year,
and

(2) the aggregate of all amounts determined for a calendar year preceding
the particular calendar year under this subparagraph ii; and

(b) in the case of a qualified partnership, the aggregate of

i. where the qualified partnership pays in the particular fiscal period,
pursuant to a legal obligation, an amount that may reasonably be considered to
be repayment of assistance referred to in subparagraph i of subparagraph b of
the first paragraph of section 1029.8.36.83 that reduced the amount of the
salaries or wages paid by the qualified partnership to an eligible employee, in
the course of carrying on a business of making or manufacturing clothing or
footwear, for the purpose of computing the excess amount referred to in
subparagraph a of the first paragraph of section 1029.8.36.77 determined in
respect of the qualified partnership in relation to a calendar year preceding the
calendar year ending in the particular fiscal period, other than the salaries or
wages paid by the qualified partnership during its initial calendar year in
relation to that business, the amount by which the excess amount that would
be computed under subparagraph a of the first paragraph of section 1029.8.36.77
in respect of the qualified partnership in relation to the preceding calendar
year if each of the amounts of assistance paid in respect of the salaries or
wages referred to therein were reduced by any amount paid by the qualified
partnership, in respect of such an amount of assistance, as repayment during
the particular fiscal period or a preceding fiscal period, exceeds the aggregate
of

(1) the excess amount determined under subparagraph a of the first paragraph
of section 1029.8.36.77 in respect of the qualified partnership in relation to the
preceding calendar year, and

(2) the aggregate of all amounts determined for a fiscal period preceding
the particular fiscal period under this subparagraph i, and

ii. where a person or a partnership pays in a particular calendar year ending
in the particular fiscal period, pursuant to a legal obligation, an amount that
may reasonably be considered to be repayment of assistance referred to in
subparagraph i of subparagraph c of the first paragraph of section 1029.8.36.83
that reduced the amount of the salaries or wages paid by the person or
partnership, as the case may be, to an eligible employee, in the course of
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carrying on a business of making or manufacturing clothing or footwear, for
the purpose of computing the excess amount referred to in section 1029.8.36.80
determined in respect of a calendar year preceding the particular calendar year
in relation to a group of associated employers of which the person or partnership
was a member at the end of that preceding calendar year, other than the
salaries or wages paid by the person or partnership during the initial calendar
year of the person or partnership in relation to that business, such proportion,
as the amount attributed to the qualified partnership pursuant to the agreement
filed by the qualified partnership pursuant to section 1029.8.36.79 as a member
of the group of associated employers in respect of the preceding calendar year
is of the aggregate of all the amounts attributed pursuant to the agreement or,
in the absence of such an agreement, as the amount of the salaries or wages
paid by the qualified partnership for the purpose of computing the excess
amount in respect of the preceding calendar year is of the amount of the
salaries or wages paid by all the members of the group of associated employers
for the purpose of computing the excess amount in respect of that preceding
calendar year, of the amount by which the excess amount that would be
determined under section 1029.8.36.80 in respect of the group of associated
employers in relation to the preceding calendar year if each of the amounts of
assistance paid in respect of the salaries or wages referred to therein were
reduced by any amount paid, in respect of such an amount of assistance, by a
member of the group as repayment during the particular calendar year or a
preceding calendar year, exceeds the aggregate of

(1) the excess amount determined under section 1029.8.36.80 in respect of
the group of associated employers in relation to the preceding calendar year,
and

(2) the aggregate of all amounts determined for a calendar year preceding
the particular calendar year under this subparagraph ii;”;

(2) by striking out the definition of “repayment of eligible assistance” in
the first paragraph;

(3) by replacing “repayment of eligible assistance” in the third paragraph
by “eligible repayment of assistance”.

269. Section 1029.8.36.76 of the said Act is amended by replacing
“repayment of eligible assistance” in the English text of paragraph b by
“eligible repayment of assistance”.

270. Section 1029.8.36.77 of the said Act is amended by replacing
“repayment of eligible assistance” in the English text of subparagraph b of the
first paragraph by “eligible repayment of assistance”.

271. Section 1029.8.36.78 of the said Act is amended by replacing

“repayment of eligible assistance” in the English text of paragraph b by
“eligible repayment of assistance”.
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272. Section 1029.8.36.79 of the said Act is amended by replacing
“repayment of eligible assistance” in the English text of subparagraph b of the
first paragraph by “eligible repayment of assistance”.

273. Section 1029.8.61.2 of the said Act is amended by replacing
paragraph b by the following paragraph:

“(b) any amount that was taken into account in computing an amount that
was deducted in computing the tax payable by the individual or the individual’s
spouse or that is deemed to have been paid to the Minister on account of the
tax payable by the individual or the individual’s spouse for the year or a
preceding taxation year under this Part;”.

274. Section 1029.8.62 of the said Act is amended, in the second paragraph,
(1) by replacing subparagraph a by the following subparagraph:

“(a) expenses in respect of which an amount was deducted in computing
the income, the taxable income or the tax payable of the individual or the
individual’s spouse for the year or a preceding taxation year under this Part, or
is deemed to have been paid to the Minister by the individual or the individual’s
spouse on account of the tax payable by the individual or the individual’s
spouse for the year or a preceding taxation year under this Part;”;

(2) by striking out subparagraph b.

275. (1) Section 1029.8.67 of the said Act, amended by section 195 of
chapter 51 of the statutes of 2001, by section 222 of chapter 53 of the statutes
of 2001 and by section 210 of chapter 40 of the statutes of 2002, is again
amended by replacing paragraph b of the definition of “earned income” by the
following paragraph:

“(b) the amount by which the amount deducted in computing the individual’s
income or that would be so deducted, but for paragraph e of section 488R1 of
the Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1),
under section 78.6, is exceeded by all amounts included in computing the
individual’s income or that would be so included, but for section 39.6 and
paragraphs e, w and y of that section 488R1, under sections 34 to 58.3,
paragraphs e.2 to e.4 of section 311, paragraph g of section 312 as a scholarship,
or fellowship or bursary, or paragraph 4 of that section 312 if it were read as
follows:

99,99

“(h) any grant received to carry on research or any similar work;”;”.

(2) Subsection 1 applies from the taxation year 1999. However, where
paragraph b of the definition of “earned income” in section 1029.8.67 applies

(1) to the taxation year 1999, it shall be read as follows:
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“(b) the amount by which all amounts included in computing the individual’s
income or that would be so included, but for section 39.6 and paragraphs e, w
and y of section 488R 1 of the Regulation respecting the Taxation Act (R.R.Q.,
1981, chapter I-3, r.1), under sections 34 to 58.3, paragraphs e.2 to e.4 of
section 311 and paragraph g or & of section 312, exceeds the amount deducted
in computing the individual’s income or that would be so deducted, but for
paragraph e of that section 488R 1, under section 78.6;”;

(2) to the taxation year 2000, it shall be read as follows:

“(b) the amount by which the amount deducted in computing the individual’s
income or that would be so deducted, but for paragraph e of section 488R1 of
the Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1),
under section 78.6, is exceeded by all amounts included in computing the
individual’s income or that would be so included, but for section 39.6,
subparagraph iii of paragraph g of section 312 and paragraphs e, w and y of
that section 488R1, under sections 34 to 58.3, paragraphs e.2 to e.4 of
section 311, paragraph g of section 312, if it were read without reference to
“the amount by which” and “, exceeds the amount determined under
section 312.2 in respect of the taxpayer”, or paragraph A of that section 312 if
it were read as follows:

IR

“(h) any grant received to carry on research or any similar work;”;”.

276. (1) Section 1029.8.68 of the said Act, amended by section 196 of
chapter 51 of the statutes of 2001, is replaced by the following section:

“1029.8.68. For the purposes of the definition of “child care expense”
in section 1029.8.67, child care expenses do not include expenses paid in a
taxation year for an eligible child’s attendance at a boarding school or camp to
the extent that the total of those expenses exceeds the product obtained when
$250 is multiplied by the number of eligible children each of whom is a person
described in section 1029.8.76, the product obtained when $175 is multiplied
by the number of eligible children each of whom is under seven years of age
on 31 December of that year, or would have been had the child then been
living, and the product obtained when $100 is multiplied by the number of all
other eligible children, is multiplied by the number of weeks in the year
during which the child attended the school or camp, or the medical expenses
described in sections 752.0.11 to 752.0.13.0.1 or any other expenses paid for
medical or hospital care, clothing, transportation, general or specific education
services, or board or lodging, other than such expenses described in that
definition.”

(2) Subsection 1 applies from the taxation year 2000.

277. (1) Section 1029.8.70 of the said Act, amended by section 223 of
chapter 53 of the statutes of 2001, is again amended, in the second paragraph,

(1) by replacing subparagraph a by the following subparagraph:
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“(a) the total of the product obtained when $10,000 is multiplied by the
number of eligible children of the individual, or of the supporting person, for
the year each of whom is a person described in section 1029.8.76 and in
respect of whom child care expenses referred to in the first paragraph were
incurred, the product obtained when $7,000 is multiplied by the number of
eligible children of the individual, or of the supporting person, for the year
each of whom is under seven years of age on 31 December of that year, or
would have been had the child then been living, and in respect of whom child
care expenses referred to in the first paragraph were incurred, and the product
obtained when $4,000 is multiplied by the number of all other eligible children
of the individual, or of the supporting person, for the year in respect of whom
child care expenses referred to in the first paragraph were incurred;”;

(2) by replacing the portion of subparagraph i of subparagraph b before
subparagraph 1 by the following :

“i. the product obtained when the total of the product obtained when $250
is multiplied by the number of eligible children of the individual, or of the
supporting person, for the year each of whom is a person described in section
1029.8.76 and in respect of whom child care expenses referred to in the first
paragraph were incurred, the product obtained when $175 is multiplied by the
number of eligible children of the individual, or of the supporting person, for
the year each of whom is under seven years of age on 31 December of that
year, or would have been had the child then been living, and in respect of
whom child care expenses referred to in the first paragraph were incurred, and
the product obtained when $100 is multiplied by the number of all other
eligible children of the individual, or of the supporting person, for the year in
respect of whom child care expenses referred to in the first paragraph were
incurred, is multiplied by the number of weeks in the year during which the
child care expenses were incurred and throughout which the supporting person
of the child was”;

(3) by replacing subparagraph ii of subparagraph b by the following
subparagraph:

“ii. the product obtained when the total of the product obtained when $250
is multiplied by the number of eligible children of the individual, or of the
supporting person, for the year each of whom is a person described in section
1029.8.76 and in respect of whom child care expenses referred to in the first
paragraph were incurred, the product obtained when $175 is multiplied by the
number of eligible children of the individual, or of the supporting person, for
the year each of whom is under seven years of age on 31 December of that
year, or would have been had the child then been living, and in respect of
whom child care expenses referred to in the first paragraph were incurred, and
the product obtained when $100 is multiplied by the number of all other
eligible children of the individual, or of the supporting person, for the year in
respect of whom child care expenses referred to in the first paragraph were
incurred, is multiplied by the number of months in the year, other than a
month that includes all or part of a week described in subparagraph i, during
which the child care expenses were incurred and throughout which the
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supporting person of the child was a student in attendance at a qualified
educational institution and enrolled in an educational program of not less than
three consecutive weeks duration that provides that each student in the program
spend not less than 12 hours per month on courses in the program.”

(2) Subsection 1 applies from the taxation year 2000.

278. (1) Section 1029.8.71 of the said Act, amended by section 224 of
chapter 53 of the statutes of 2001, is again amended

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

“i. the total of the product obtained when $10,000 is multiplied by the
number of eligible children of the individual for the year each of whom is a
person described in section 1029.8.76 and in respect of whom such expenses
were incurred, the product obtained when $7,000 is multiplied by the number
of eligible children of the individual for the year each of whom is under seven
years of age on 31 December of that year, or would have been had the child
then been living, and in respect of whom such expenses were incurred, and the
product obtained when $4,000 is multiplied by the number of all other eligible
children of the individual for the year in respect of whom such expenses were
incurred, exceeds”;

(2) by replacing the portion of subparagraph i of subparagraph c¢ of the
second paragraph before subparagraph 1 by the following:

“i. the product obtained when the total of the product obtained when $250
is multiplied by the number of eligible children of the individual for the year
each of whom is a person described in section 1029.8.76 and in respect of
whom child care expenses referred to in the first paragraph were incurred, the
product obtained when $175 is multiplied by the number of eligible children
of the individual for the year each of whom is under seven years of age on
31 December of that year, or would have been had the child then been living,
and in respect of whom child care expenses referred to in the first paragraph
were incurred, and the product obtained when $100 is multiplied by the
number of all other eligible children of the individual for the year in respect of
whom child care expenses referred to in the first paragraph were incurred, is
multiplied by the number of weeks in the year during which the child care
expenses were incurred and throughout which the supporting person of the
child was”;

(3) by replacing the portion of subparagraph ii of subparagraph c of the
second paragraph before subparagraph 1 by the following:

“ii. the product obtained when the total of the product obtained when $250
is multiplied by the number of eligible children of the individual for the year
each of whom is a person described in section 1029.8.76 and in respect of
whom child care expenses referred to in the first paragraph were incurred, the
product obtained when $175 is multiplied by the number of eligible children
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of the individual for the year each of whom is under seven years of age on
31 December of that year, or would have been had the child then been living,
and in respect of whom child care expenses referred to in the first paragraph
were incurred, and the product obtained when $100 is multiplied by the
number of all other eligible children of the individual for the year in respect of
whom child care expenses referred to in the first paragraph were incurred, is
multiplied by the number of months in the year, other than a month that
includes all or part of a week described in subparagraph i, during which the
child care expenses were incurred and throughout which”.

(2) Subsection 1 applies from the taxation year 2000.

279. (1) Section 1055.1 of the said Act, amended by section 237 of
chapter 53 of the statutes of 2001, is again amended by replacing “1/4” in
subparagraph ii of paragraph a by “1/2”.

(2) Subsection 1 applies in respect of deaths that occur after 27 February
2000. However, when such deaths occur before 18 October 2000, the reference
to “1/2” in subparagraph ii of paragraph a of section 1055.1 of the said Act
shall be read as a reference to “1/3”.

280. (1) The said Act is amended by inserting the following section after
section 1065 :

“1065.1. Notwithstanding sections 1063 to 1065, where the registration
of a charity is revoked for the purposes of the Income Tax Act (Revised
Statutes of Canada, 1985, chapter 1, 5th Supplement) under subsection 3 of
section 168 of that Act, the registration of that charity is deemed revoked for
the purposes of this Act and the regulations.”

(2) Subsection 1 has effect from 24 December 2001.

281. (1) Section 1082.3 of the said Act, enacted by section 154 of chapter 7
of the statutes of 2001, is amended

(1) by replacing the definition of “transfer pricing capital adjustment” by
the following definition:

““transfer pricing capital adjustment” of a taxpayer for a taxation year
means, subject to the second paragraph, the aggregate of

(a) the aggregate of all amounts each of which is

i. 1/2 of the amount by which the adjusted cost base to the taxpayer of a
capital property, other than a depreciable property, is reduced in the year
because of an adjustment made under section 1082.4,

ii. 3/4 of the amount by which the adjusted cost base to the taxpayer of an

intangible capital amount of the taxpayer in respect of a business is reduced in
the year because of an adjustment made under section 1082.4, and
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iii. the amount by which the capital cost to the taxpayer of a depreciable
property is reduced in the year because of an adjustment made under section
1082.4 ; and

(b) the aggregate of all amounts each of which is the product obtained
when the proportion that the taxpayer’s share of the income or loss of the
partnership for a fiscal period that ends in the year is of the income or loss of
the partnership for that fiscal period is multiplied by the aggregate of all
amounts each of which is

i. 1/2 of the amount by which the adjusted cost base to the partnership of a
capital property, other than a depreciable property, is reduced in the fiscal
period because of an adjustment made under section 1082.4,

ii. 3/4 of the amount by which the adjusted cost base to the partnership of
an intangible capital amount of the partnership in respect of a business is
reduced in the fiscal period because of an adjustment made under section
1082.4, and

iii. the amount by which the capital cost to the partnership of a depreciable
property is reduced in the fiscal period because of an adjustment made under
section 1082.4;”;

(2) by adding the following paragraph:

“For the purposes of the definition of “transfer pricing capital adjustment”
in the first paragraph,

(@) where the taxation year of the taxpayer includes 28 February 2000 or
17 October 2000, or begins after 28 February 2000 and ends before 17 October
2000, the reference to the fraction “1/2” in subparagraph i of paragraphs a and
b of that definition shall be read as a reference to the fraction in paragraphs a
to d of section 231.0.1 that applies to the taxpayer for the year; and

(b) where the income and loss of a partnership for a fiscal period are nil, it
shall be assumed that the income of the partnership for that fiscal period is
equal to $1,000,000.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

282. (1) Section 1098 of the said Act is amended by replacing “18%” by
6612%’3'

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where such a taxation year ends before 18 October 2000, the
reference to the percentage “12% in section 1098 of the said Act shall be read
as a reference to the percentage “15%”.
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283. (1) Section 1100 of the said Act is amended by replacing “18%” by
6612%’9'

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where such a taxation year ends before 18 October 2000, the
reference to the percentage “12%” in section 1100 of the said Act shall be read
as a reference to the percentage “15%”.

284. (1) Section 1101 of the said Act is amended by replacing “18%” in
subparagraph a of the first paragraph by “12%”.

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
However, where such a taxation year ends before 18 October 2000, the
reference to the percentage “12%” in subparagraph a of the first paragraph of
section 1101 of the said Act shall be read as a reference to the percentage
“15%”.

285. (1) Section 1106 of the said Act is amended
(1) by replacing paragraph b by the following paragraph:

“(b) notwithstanding any other provision of this Act, no amount received in
a taxation year by a taxpayer as the dividend shall be included in computing
the taxpayer’s income for the year as income from a share of the capital stock
of the corporation, but

i. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer includes 27 February 2000, the dividend is
deemed to be a capital gain of the taxpayer from the disposition by the
taxpayer of a capital property in the year and before 28 February 2000,

ii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer began after 27 February 2000 and ended before
18 October 2000, 9/8 of the dividend is deemed to be a capital gain of the
taxpayer from the disposition by the taxpayer of a capital property in the year,

iii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer began after 17 October 2000, 3/2 of the dividend
is deemed to be a capital gain of the taxpayer from the disposition by the
taxpayer of a capital property in the year,

iv. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000 and the taxation
year of the taxpayer began after 27 February 2000 and ended after 17 October
2000, 9/8 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of capital property in the year and before
18 October 2000,

202



v. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
18 October 2000, and the taxation year of the taxpayer began after 17 October
2000, 4/3 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of a capital property in the year,

vi. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
18 October 2000, and the taxation year of the taxpayer includes 17 October
2000, the dividend is deemed to be a capital gain of the taxpayer from the
disposition by the taxpayer of a capital property in the year and in the period
that began after 27 February 2000 and ended before 18 October 2000,

vii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
17 October 2000, and the taxation year of the taxpayer began after 27 February
2000 and ended before 18 October 2000, the dividend is deemed to be a
capital gain of the taxpayer from the disposition by the taxpayer of a capital
property in the year, and

viii. in any other case, the dividend is deemed to be a capital gain of the
taxpayer from the disposition of capital property in the year and after 17 October
2000.”;

(2) by adding the following paragraphs:

“For the purposes of subparagraph b of the first paragraph, the following
rules apply :

(a) dividends paid by a corporation are deemed to be paid in respect of the
corporation’s net capital gains in the order in which those net capital gains
were realized by the corporation ; and

(b) capital gains redemptions, within the meaning of subsection 6 of
section 131 of the Income Tax Act (Revised Statutes of Canada, 1985, chapter 1,
5th Supplement), are deemed to be made in respect of net capital gains in the
order in which those net capital gains were realized by the corporation to the
extent that they are not reduced by dividends.

For the purposes of the second paragraph, the following rules apply:

(a) net capital gains of a corporation for a year is the amount by which the
corporation’s capital gains from dispositions of property in the year exceed
the corporation’s capital losses from dispositions of property in the year;

(b) net capital losses of a corporation for a year is the amount by which the

corporation’s capital losses from dispositions of property in the year exceed
the corporation’s capital gains from dispositions of property in the year;
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(c) net capital gains of a corporation for a year are deemed to be realized
evenly throughout the year, and

(d) net capital losses of a corporation for a year are deemed to be a capital
loss of the corporation from the disposition of property in the following year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

286. (1) The said Act is amended by inserting the following sections after
section 1106:

“1106.0.1. Where subparagraph b of the first paragraph of section
1106 applies in respect of a dividend paid by an investment corporation to a
shareholder, the corporation shall disclose to the shareholder in prescribed
form the amount of the dividend that is in respect of capital gains realized on
dispositions of property that occurred before 28 February 2000, after
27 February 2000 but before 18 October 2000, and after 17 October 2000.

Where the requirement of the first paragraph is not met, the dividend is
deemed to be in respect of capital gains from dispositions of property that
occurred before 28 February 2000.

“1106.0.2. Where section 1106 applies in respect of a dividend paid
by an investment corporation in the period that begins 60 days after the
beginning of a taxation year of the corporation that includes 28 February 2000
or 17 October 2000 and ends 60 days after the end of that year, and the
corporation does not elect under section 1106.0.3, the following rules apply :

(a) the portion of the dividend that is in respect of capital gains of the
corporation from dispositions of property by the corporation in the year and in
the particular period that began at the beginning of the year and ended on
27 February 2000 is deemed to be that proportion of the dividend that the
corporation’s net capital gains from dispositions of property in the particular
period is of the total of the corporation’s net capital gains from dispositions of
property in each of the particular periods referred to in this paragraph;

(b) the portion of the dividend that is in respect of capital gains of the
corporation from dispositions of property by the corporation in the year and in
the particular period that began on 28 February 2000 and ended on 17 October
2000 is deemed to be that proportion of the dividend that the corporation’s net
capital gains from dispositions of property in the particular period is of the
total of the corporation’s net capital gains from dispositions of property in
each of the particular periods referred to in this paragraph; and

(c) the portion of the dividend that is in respect of capital gains of the
corporation from dispositions of property by the corporation in the year and in
the particular period that began on 18 October 2000 and ended at the end of
the year, is deemed to be that proportion of the dividend that the corporation’s
net capital gains from dispositions of property in the particular period is of the
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total of the corporation’s net capital gains from dispositions of property in
each of the particular periods referred to in this paragraph.

In this section and in section 1106.0.4, net capital gains from dispositions
of property in a particular period means the amount by which the corporation’s
capital gains from dispositions of property in a particular period exceeds the
corporation’s capital losses from dispositions of property in that period.

“1106.0.3. Where section 1106 applies in respect of a dividend paid
by an investment corporation in the period that begins 60 days after the
beginning of the corporation’s taxation year that includes 28 February 2000 or
17 October 2000 and ends 60 days after the end of that year, and the corporation
so elects under this section in its fiscal return filed under this Part for the year,
the following rules apply:

(a) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and before 28 February 2000
is deemed to be that proportion of the dividend that the number of days that are
in that year and before 28 February 2000 is of the number of days that are in
that year;

(b) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the period that began
on 28 February 2000 and ended on 17 October 2000, is deemed to be that
proportion of the dividend that the number of days that are in the year and in
that period is of the number of days that are in the year; and

(c) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the period that began
on 18 October 2000 and ended at the end of the year, is deemed to be that
proportion of the dividend that the number of days that are in the year and in
that period is of the number of days that are in the year.

“1106.0.4. For the purposes of sections 1106.0.2 and 1106.0.3, where
the total amount of dividends, to which section 1106 applies, paid by an
investment corporation in the period that begins 60 days after the beginning of
a taxation year of the corporation that includes 28 February 2000 or 17 October
2000 and ends 60 days after the end of that year exceeds the total amount of
the corporation’s net capital gains from dispositions of property in that year,
the following rules apply:

(a) the amount of those dividends to which sections 1106.0.2 and 1106.0.3
apply is the amount of the corporation’s net capital gains from dispositions of
property in that year; and

(b) the amount by which the total amount of dividends paid by the
corporation in the period exceeds the total amount of the corporation’s net
capital gains from dispositions of property in that year is deemed to be a
dividend in respect of capital gains from dispositions of property in the first of
the periods described in section 1106.0.2 that ended in the year.
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“1106.0.5. Where no dividend to which section 1106.0.3 applies is
paid by an investment corporation in respect of its net taxable capital gains for
its taxation year that includes 28 February 2000 or 17 October 2000, the
corporation has net capital gains or net capital losses from dispositions of
property in the year, and the corporation so elects under this section in its
fiscal return filed under this Part for the year, the following rules apply:

(a) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
before 28 February 2000 is deemed to be that proportion of the net capital
gains or net capital losses respectively that the number of days that are in the
year and before 28 February 2000 is of the number of days that are in the year;

(b) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 28 February 2000 and ended on
17 October 2000, is deemed to be that proportion of the net capital gains or net
capital losses respectively that the number of days that are in the year and in
that period is of the number of days that are in the year; and

(c) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 18 October 2000 and ended at the
end of the year, is deemed to be that proportion of the net capital gains or net
capital losses respectively that the number of days that are in the year and in
that period is of the number of days that are in the year.

In the first paragraph,

(a) the net capital gains of the corporation from dispositions of property in
the year is the amount by which the corporation’s capital gains from dispositions
of property in the year exceeds the corporation’s capital losses from dispositions
of property in the year; and

(b) the net capital losses of the corporation from dispositions of property in
the year is the amount by which the corporation’s capital losses from
dispositions of property in the year exceeds the corporation’s capital gains
from dispositions of property in the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
287. (1) Section 1110 of the said Act is amended

(1) by replacing “3/4” by “, subject to the second paragraph, 1/2”;

(2) by adding the following paragraph:

“However, where the year includes 28 February 2000 or 17 October 2000,

or begins after 28 February 2000 and ends before 17 October 2000, the
reference to the fraction “1/2” in the first paragraph shall be read as a
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reference to the fraction in paragraphs a to d of section 231.0.1 that applies to
the corporation for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.
288. (1) Section 1113 of the said Act is replaced by the following section:

“D113. Where a dividend is paid at any particular time during the
period referred to in the first paragraph of section 1110, the mortgage investment
corporation may elect in prescribed manner, in respect of the full amount of
the dividend, that the following rules apply :

(a) the dividend is deemed to be a capital gains dividend to the extent that,
subject to the second paragraph, it does not exceed the amount by which twice
the taxed capital gains of the corporation for the year exceeds the aggregate of
all dividends, and parts of dividends, paid by the corporation during the period
and before the particular time that are deemed under this paragraph to be
capital gains dividends; and

(b) notwithstanding any other provision of this Act, no amount received in
a taxation year by a taxpayer as the dividend shall be included in computing
the taxpayer’s income for the year as income from a share of the capital stock
of the corporation, but

i. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer includes 27 February 2000, the dividend is
deemed to be a capital gain of the taxpayer from the disposition by the
taxpayer of a capital property in the year and before 28 February 2000,

ii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000 and the taxation
year of the taxpayer began after 27 February 2000 and ended before 18 October
2000, 9/8 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of a capital property in the year,

iii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000 and the taxation
year of the taxpayer began after 17 October 2000, 3/2 of the dividend is
deemed to be a capital gain of the taxpayer from the disposition by the
taxpayer of a capital property in the year,

iv. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000 and the taxation
year of the taxpayer began after 27 February 2000 and ended after 17 October
2000, 9/8 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of capital property in the year and before
18 October 2000,
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v. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
18 October 2000, and the taxation year of the taxpayer began after 17 October
2000, 4/3 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of a capital property in the year,

vi. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
18 October 2000 and the taxation year of the taxpayer includes 17 October
2000, the dividend is deemed to be a capital gain of the taxpayer from the
disposition by the taxpayer of a capital property in the year and in the period
that began after 27 February 2000 and ended before 18 October 2000,

vii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
17 October 2000 and the taxation year of the taxpayer began after 27 February
2000 and ended before 17 October 2000, the dividend is deemed to be a
capital gain of the taxpayer from the disposition by the taxpayer of a capital
property in the year, and

viii. in any other case, the dividend is deemed to be a capital gain of the
taxpayer from the disposition of capital property in the year and after 17 October
2000.

Where the taxation year of the corporation includes 28 February 2000 or
17 October 2000, or begins after 28 February 2000 and ends before 17 October
2000, the reference to the word “twice” in subparagraph a of the first paragraph
shall be read, with the necessary modifications, as a reference to the reciprocal
of the fraction in paragraphs a to d of section 231.0.1 that applies to the
corporation for the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

289. (1) The said Act is amended by inserting the following sections after
section 1113:

“1113.1. Where subparagraph b of the first paragraph of section 1113
applies in respect of a dividend paid by a mortgage investment corporation to
a shareholder in the period that begins 91 days after the beginning of a
taxation year of the corporation that includes 28 February 2000 or 17 October
2000 and ends 90 days after the end of that year, the corporation shall disclose
to the shareholder in prescribed form the amount of the dividend that is in
respect of capital gains realized on dispositions of property that occurred
before 28 February 2000, after 27 February 2000 but before 18 October 2000,
and after 17 October 2000.

Where the requirement of the first paragraph is not met, the dividend is
deemed to be in respect of capital gains from dispositions of property that
occurred before 28 February 2000.
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“1113.2. Where section 1113 applies in respect of a dividend paid by a
mortgage investment corporation in the period that begins 91 days after the
beginning of a taxation year of the corporation that includes 28 February 2000
or 17 October 2000 and ends 90 days after the end of that year, and the
corporation does not elect under section 1113.3, the following rules apply :

(a) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the particular period
that began at the beginning of the year and ended on 27 February 2000 is
deemed to be that proportion of the dividend that the net capital gains of the
corporation from the dispositions of property in the particular period is of the
total of the corporation’s net capital gains from the dispositions of property in
each of the particular periods referred to in this paragraph;

(b) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the particular period
that began on 28 February 2000 and ended on 17 October 2000 is deemed to
be that proportion of the dividend that the net capital gains of the corporation
from the dispositions of property in the particular period is of the total of the
corporation’s net capital gains from the dispositions of property in each of the
particular periods referred to in this paragraph; and

(c) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the particular period
that began on 18 October 2000 and ended at the end of the year, is deemed to
be that proportion of the dividend that the net capital gains of the corporation
from the dispositions of property in the particular period is of the total of the
corporation’s net capital gains from the dispositions of property in each of the
particular periods referred to in this paragraph.

In this section, net capital gains from dispositions of property in a particular
period means the amount by which the corporation’s capital gains from
dispositions of property in a particular period exceeds the corporation’s capital
losses from dispositions of property in that period.

“1113.3. Where section 1113 applies in respect of a dividend paid by a
mortgage investment corporation in the period that begins 91 days after the
beginning of a taxation year of the corporation that includes 28 February 2000
or 17 October 2000 and ends 90 days after the end of that year, and the
corporation so elects under this section in its fiscal return filed under this Part
for the year, the following rules apply:

(a) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and before 28 February 2000
is deemed to be that proportion of the dividend that the number of days that are
in that year and before 28 February 2000 is of the number of days that are in
that year;
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(b) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the period that began
on 28 February 2000 and ended on 17 October 2000 is deemed to be that
proportion of the dividend that the number of days that are in the year and in
that period is of the number of days that are in the year; and

(c) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the period that began
on 18 October 2000 and ended at the end of the year, is deemed to be that
proportion of the dividend that the number of days that are in the year and in
that period is of the number of days that are in the year.

“1113.4. Where no dividend to which section 1113.3 applies is paid by
a mortgage investment corporation in respect of its net taxable capital gains
for its taxation year that includes 28 February 2000 or 17 October 2000, the
corporation has net capital gains or net capital losses from dispositions of
property in the year, and the corporation so elects under this section in its
fiscal return filed under this Part for the year, the following rules apply:

(a) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
before 28 February 2000 is deemed to be that proportion of the net capital
gains or net capital losses respectively that the number of days that are in the
year and before 28 February 2000 is of the number of days that are in the year;

(b) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 28 February 2000 and ended on
17 October 2000, is deemed to be that proportion of the net capital gains or net
capital losses respectively that the number of days that are in the year and in
that period is of the number of days that are in the year; and

(c) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 18 October 2000 and ended at the
end of the year, is deemed to be that proportion of the net capital gains or net
capital losses respectively that the number of days that are in the year and in
that period is of the number of days that are in the year.

In the first paragraph,

(a) the net capital gains of a corporation from dispositions of property in a
year is the amount by which the corporation’s capital gains from dispositions
of property in a year exceeds the corporation’s capital losses from dispositions
of property in the year; and

(b) the net capital losses of a corporation from dispositions of property in a
year is the amount by which the corporation’s capital losses from dispositions
of property in a year exceeds the corporation’s capital gains from dispositions
of property in the year.”
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(2) Subsection 1 applies to taxation years that end after 27 February 2000.
290. (1) Section 1116 of the said Act is amended
(1) by replacing paragraph b by the following paragraph:

“(b) notwithstanding any other provision of this Act, no amount received in
a taxation year by a taxpayer as the dividend shall be included in computing
the taxpayer’s income for the year as income from a share of the capital stock
of the corporation, but

i. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer includes 27 February 2000, the dividend is
deemed to be a capital gain of the taxpayer from the disposition by the
taxpayer of a capital property in the year and before 28 February 2000,

ii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer began after 27 February 2000 and ended before
18 October 2000, 9/8 of the dividend is deemed to be a capital gain of the
taxpayer from the disposition by the taxpayer of a capital property in the year,

iii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000, and the
taxation year of the taxpayer began after 17 October 2000, 3/2 of the dividend
is deemed to be a capital gain of the taxpayer from the disposition by the
taxpayer of a capital property in the year,

iv. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred before 28 February 2000 and the taxation
year of the taxpayer began after 27 February 2000 and ended after 17 October
2000, 9/8 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of a capital property in the year and before
18 October 2000,

v. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
18 October 2000, and the taxation year of the taxpayer began after 17 October
2000, 4/3 of the dividend is deemed to be a capital gain of the taxpayer from
the disposition by the taxpayer of a capital property in the year,

vi. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
18 October 2000, and the taxation year of the taxpayer includes 17 October
2000, the dividend is deemed to be a capital gain of the taxpayer from the
disposition by the taxpayer of a capital property in the year and in the period
that began after 27 February 2000 and ended before 18 October 2000,
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vii. where the dividend is in respect of capital gains of the corporation from
dispositions of property that occurred after 27 February 2000 but before
17 October 2000, and the taxation year of the taxpayer began after 27 February
2000 and ended before 18 October 2000, the dividend is deemed to be a
capital gain of the taxpayer from the disposition by the taxpayer of a capital
property in the year, and

viii. in any other case, the dividend is deemed to be a capital gain of the
taxpayer from the disposition of capital property in the year and after 17 October
2000.”;

(2) by adding the following paragraphs:

“For the purposes of subparagraph b of the first paragraph, the following
rules apply:

(a) dividends paid by a corporation are deemed to be paid in respect of the
corporation’s net capital gains in the order in which those net capital gains
were realized by the corporation; and

(b) capital gain redemptions, within the meaning of subsection 6 of
section 131 of the Income Tax Act (Revised Statutes of Canada, 1985, chapter 1,
5th Supplement), are deemed to be made in respect of net capital gains in the
order in which those net capital gains were realized by the corporation to the
extent that they are not reduced by dividends.

For the purposes of the second paragraph, the following rules apply:

(a) net capital gains of a corporation for a year is the amount by which the
corporation’s capital gains from dispositions of property in the year exceed
the corporation’s capital losses from dispositions of property in the year;

(b) net capital losses of a corporation for a year is the amount by which the
corporation’s capital losses from dispositions of property in the year exceed

the corporation’s capital gains from dispositions of property in the year;

(c) net capital gains of a corporation for a year are deemed to be realized
evenly throughout the year, and

(d) net capital losses of a corporation for a year are deemed to be a capital
loss of the corporation from the disposition of property in the following year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

291. (1) The said Act is amended by inserting the following sections after
section 1116:

“1116.1. Where subparagraph b of the first paragraph of section 1116

applies in respect of a dividend paid by a mutual fund corporation to a
shareholder, the corporation shall disclose to the shareholder in prescribed
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form the amount of the dividend that is in respect of capital gains realized on
dispositions of property that occurred before 28 February 2000, after
27 February 2000 but before 18 October 2000, and after 17 October 2000.

Where the requirement of the first paragraph is not met, the dividend is
deemed to be in respect of capital gains from dispositions of property that
occurred before 28 February 2000.

“1116.2. Where section 1116 applies in respect of a dividend paid by a
mutual fund corporation in the period that begins 60 days after the beginning
of a taxation year of the corporation that includes 28 February 2000 or
17 October 2000 and ends 60 days after the end of that year, and the corporation
does not elect under section 1116.3, the following rules apply :

(a) the portion of the dividend that is in respect of capital gains of the
corporation from dispositions of property by the corporation in the year and in
the particular period that began at the beginning of the year and ended on
27 February 2000 is deemed to be that proportion of the dividend that the
corporation’s net capital gains from dispositions of property in the particular
period is of the total of the corporation’s net capital gains from dispositions of
property in each of the particular periods referred to in this paragraph;

(b) the portion of the dividend that is in respect of capital gains of the
corporation from dispositions of property by the corporation in the year and in
the particular period that began on 28 February 2000 and ended on 17 October
2000 is deemed to be that proportion of the dividend that the corporation’s net
capital gains from dispositions of property in the particular period is of the
total of the corporation’s net capital gains from dispositions of property in
each of the particular periods referred to in this paragraph; and

(c) the portion of the dividend that is in respect of capital gains of the
corporation from dispositions of property by the corporation in the year and in
the particular period that began on 18 October 2000 and ended at the end of
the year is deemed to be that proportion of the dividend that the corporation’s
net capital gains from dispositions of property in the particular period is of the
total of the corporation’s net capital gains from dispositions of property in
each of the particular periods referred to in this paragraph.

In this section and in section 1116.4, net capital gains from dispositions of
property in a particular period means the amount by which the corporation’s
capital gains from dispositions of property in a particular period exceeds the
corporation’s capital losses from dispositions of property in that period.

“1116.3. Where section 1116 applies in respect of a dividend paid by a
mutual fund corporation in the period that begins 60 days after the beginning
of a taxation year of the corporation that includes 28 February 2000 or
17 October 2000 and ends 60 days after the end of that year, and the corporation
so elects under this section in its fiscal return filed under this Part for the year,
the following rules apply:
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(a) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and before 28 February 2000
is deemed to be that proportion of the dividend that the number of days that are
in that year and before 28 February 2000 is of the number of days that are in
that year;

(b) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the period that began
on 28 February 2000 and ended on 17 October 2000, is deemed to be that
proportion of the dividend that the number of days that are in the year and in
that period is of the number of days that are in the year; and

(c) the portion of the dividend that is in respect of capital gains from
dispositions of property that occurred in the year and in the period that began
on 18 October 2000 and ended at the end of the year, is deemed to be that
proportion of the dividend that the number of days that are in the year and in
that period is of the number of days that are in the year.

“1116.4. For the purposes of sections 1116.2 and 1116.3, where the
total amount of dividends, to which section 1116 applies, paid by a mutual
fund corporation in the period that begins 60 days after the beginning of a
taxation year of the corporation that includes 28 February 2000 or 17 October
2000 and ends 60 days after the end of that year exceeds the total amount of
the corporation’s net capital gains from dispositions of property in that year,
the following rules apply :

(a) the amount of those dividends to which sections 1116.2 and 1116.3
apply is the amount of the corporation’s net capital gains from dispositions of
property in that year; and

(b) the amount by which the total amount of dividends paid by the
corporation in the period exceeds the total amount of the corporation’s net
capital gains from dispositions of property in that year is deemed to be a
dividend in respect of capital gains from dispositions of property in the first of
the periods described in section 1116.2 that ended in the year.

“1116.5. Where no dividend to which section 1116.3 applies is paid by
a mutual fund corporation in respect of its net taxable capital gains for its
taxation year that includes 28 February 2000 or 17 October 2000, the
corporation has net capital gains or net capital losses from dispositions of
property in the year, and the corporation so elects under this section in its
fiscal return filed under this Part for the year, the following rules apply:

(a) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
before 28 February 2000 is deemed to be that proportion of the net capital
gains or net capital losses respectively that the number of days that are in the
year and before 28 February 2000 is of the number of days that are in the year;
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(b) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 28 February 2000 and ended on
17 October 2000, is deemed to be that proportion of the net capital gains or net
capital losses respectively that the number of days that are in the year and in
that period is of the number of days that are in the year; and

(c) the portion of those net capital gains and net capital losses that is in
respect of capital gains and losses from dispositions of property that occurred
in the year and in the period that began on 18 October 2000 and ended at the
end of the year, is deemed to be that proportion of the net capital gains or net
capital losses respectively that the number of days that are in the year and in
that period is of the number of days that are in the year.

In the first paragraph,

(a) the net capital gains of the corporation from dispositions of property in
the year is the amount by which the corporation’s capital gains from dispositions
of property in the year exceeds the corporation’s capital losses from dispositions
of property in the year; and

(b) the net capital losses of the corporation from dispositions of property in
the year is the amount by which the corporation’s capital losses from
dispositions of property in the year exceeds the corporation’s capital gains
from dispositions of property in the year.”

(2) Subsection 1 applies to taxation years that end after 27 February 2000.

292. (1) The said Act is amended by inserting the following section after
section 1120.0.1, enacted by section 164 of chapter 7 of the statutes of 2001 :

“1120.0.2. A trust is deemed to be a mutual fund trust throughout a
calendar year where

(a) at any time in the year, the trust would, but for this section, have ceased
to be a mutual fund trust

i. because the condition described in paragraph a of section 649 ceased to
be satisfied,

ii. because of the application of paragraph c of section 1120, or
iii. because the trust ceased to exist;
(b) the trust was a mutual fund trust at the beginning of the year; and

(c¢) the trust would, throughout the portion of the year throughout which it
was in existence, have been a mutual fund trust if

215



i. in the case where the condition described in paragraph a of section 649
was satisfied at any time in the year, that condition was satisfied throughout
the year,

ii. section 1120 were read without reference to paragraph c thereof, and
iii. this Book were read without reference to this section.”
(2) Subsection 1 applies from the taxation year 1990.

293. (1) Section 1159.3 of the said Act, amended by section 133 of
chapter 9 of the statutes of 2002, is again amended by striking out “to insure
its members in respect of professional liability,” in subparagraph d.1 of the
first paragraph and subparagraph e of the second paragraph.

(2) Subsection 1 has effect from 21 June 2001.

ACT RESPECTING THE MINISTERE DU REVENU

294. The Act respecting the Ministere du Revenu (R.S.Q., chapter M-31)
is amended by inserting the following section after section 39.1:

“39.2. Where a person has not provided access, assistance, information,
documents or things even if the person is required to do so under section 38 or
39, the Minister may make an application to a judge of the Court of Québec
acting in chambers and that judge may, notwithstanding section 61.1, order
the person to provide the access, assistance, information, documents or things
to the Minister or make such order as the judge deems proper in order to
remedy the failure which is the subject of the application if the judge is
satisfied that

(a) the person was required under section 38 or 39 to provide the access,
assistance, information, documents or things and did not do so; and

(b) professional secrecy within the meaning of sections 46 to 53.1 may not
be invoked.

A notice shall be served on the person concerned at least five days before
the application is heard.

An order may be appealed from to the Court of Appeal with leave of a judge
of that court. However, an appeal does not suspend the execution of the order
unless the judge seized of the appeal decides otherwise. The judgment is
without appeal.”

293. Section 59 of the said Act is amended by replacing “is liable to a fine”
in the English text of the second paragraph by “incurs a penalty”.
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296. Section 59.2 of the said Act, amended by section 327 of chapter 40 of
the statutes of 2002, is again amended by replacing the fifth paragraph by the
following paragraph:

“Notwithstanding the second paragraph, a corporation referred to in the
sixth paragraph shall not incur, under this section, in respect of an amount it is
required to remit in a taxation year under subparagraph a of the first paragraph
of section 34.0.0.0.1 of the Act respecting the Régie de I’assurance maladie du
Québec (chapter R-5), a penalty greater than the penalty it would incur, in
respect of that amount, if it were a qualified corporation for the year, for the
purposes of Title VII.2.4 of Book IV of Part I of the Taxation Act.”

297. Section 61.2 of the said Act, enacted by section 11 of chapter 52 of
the statutes of 2001, is amended by replacing “61.1” by “39.2 or 61.1”.

298. (1) The said Act is amended by inserting the following sections after
section 93.1.15:

“93.1.15.1. Notwithstanding subparagraph a or b of the first paragraph
of section 93.1.15 and section 93.1.23, no appeal may be brought from a
decision refusing registration as a charitable organization or refusing to
designate a registered charity, within the meaning of section 1 of the Taxation
Act (chapter I-3) or from a decision revoking such a registration where the
applicant or the charity is the subject of a certificate referred to in subsection 3
of section 168 of the Income Tax Act (Revised Statutes of Canada, 1985,
chapter 1, 5th Supplement).

“93.1.15.2. An appeal may be brought before the Court of Québec
from the determination of the fair market value of a property disposed of by a
taxpayer, where the fair market value has been confirmed or redetermined by
the Minister of the Environment under section 710.2.4 or 752.0.10.4.0.4 of the
Taxation Act (chapter I-3).

The appeal must be brought within 90 days after the day on which the
Minister of the Environment has issued, under section 710.2.5 or 752.0.10.4.0.5
of the Taxation Act, the certificate confirming or redetermining the fair market
value of the property.”

(2) Subsection 1, where it enacts section 93.1.15.1 of the said Act, has
effect from 24 December 2001.

(3) Subsection 1, where it enacts section 93.1.15.2 of the said Act, applies
in respect of gifts made after 27 February 2000. However, where section
93.1.15.2 applies in respect of certificates issued before (insert the date of
assent to this Act), the second paragraph thereof shall be read as follows:

“The appeal must be brought within 90 days after (insert the date of assent
to this Act).”
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299. (1) The said Act is amended by inserting the following section after
section 93.1.21:

“93.1.21.1. Inthe course of an appeal brought under section 93.1.15.2,
the Court may confirm or vary the amount determined to be the fair market
value of a property. The amount determined by the Court is deemed to be the
fair market value of the property determined by the Minister of the
Environment.”

(2) Subsection 1 applies in respect of gifts made after 27 February 2000.
ACT RESPECTING LABOUR STANDARDS

300. (1) Section 39.0.1 of the Act respecting labour standards (R.S.Q.,
chapter N-1.1), amended by section 144 of chapter 9 of the statutes of 2002, is
again amended by replacing “section 43.3” in the definition of “remuneration”
in the first paragraph by “sections 43.3 and 58.0.1”.

(2) Subsection 1 has effect from 28 February 2000.

ACT RESPECTING THE REGIE DE L’ ASSURANCE MALADIE
DU QUEBEC

301. (1) Section 33 of the Act respecting the Régie de 1’assurance maladie
du Québec (R.S.Q., chapter R-5), amended by section 145 of chapter 9 of the
statutes of 2002 and by section 328 of chapter 40 of the statutes of 2002, is
again amended by replacing “section 43.3” in the definition of “wages” in the
first paragraph by “sections 43.3 and 58.0.1”.

(2) Subsection 1 has effect from 28 February 2000.
ACT RESPECTING THE QUEBEC PENSION PLAN
302. (1) Section 45 of the Act respecting the Québec Pension Plan (R.S.Q.,
chapter R-9) is amended by inserting the following subparagraph after
subparagraph c of the fourth paragraph:

“(c.1) section 58.0.1;”.

(2) Subsection 1 has effect from 28 February 2000.

303. Section 84 of the said Act is amended by replacing “he is not liable
to” by “the person does not incur”.

ACT RESPECTING THE QUEBEC SALES TAX
304. (1) Section 1 of the Act respecting the Québec sales tax (R.S.Q.,

chapter T-0.1), amended by section 258 of chapter 51 of the statutes of 2001,
by section 272 of chapter 53 of the statutes of 2001, by section 151 of
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chapter 9 of the statutes of 2002 and by section 344 of chapter 40 of the
statutes of 2002, is again amended

(1) by inserting “, Nunavut” after “Yukon Territory” in the definition of
“insurer”;

(2) by inserting “Nunavut” after “Yukon Territory,” in the definition of
“cooperative housing corporation”;

(3) by inserting “, Nunavut” after “Yukon Territory” in the definition of
“government”;

(4) by inserting “, Nunavut” after “Yukon Territory” in the definition of
“listed financial institution’;

(5) by replacing subparagraphs i and ii of subparagraph b of paragraph 10
in the definition of “financial service” by the following subparagraphs:

“i. the service is supplied by an insurer or by a person who is licensed
under the laws of Québec, another province, the Northwest Territories, the
Yukon Territory or Nunavut to provide such a service, or

“ii. the service is supplied to an insurer or a group of insurers by a person
who would be required to be so licensed but for the fact that the person is
relieved from that requirement under the laws of Québec, another province,
the Northwest Territories, the Yukon Territory or Nunavut;”.

(2) Subsection 1 has effect from 1 April 1999.

3035. (1) The heading of subdivision 3 of Division I of Chapter II of Title I
of the said Act is replaced by the following heading:

“§3. — Taxable supply made outside Québec or by a non-resident person
who is not registered and other supplies”.

(2) Subsection 1 has effect from 1 January 2001.

306. (1) Section 18 of the said Act, amended by section 274 of chapter 53
of the statutes of 2001, is again amended

(1) by replacing the portion before paragraph 1 by the following:

“18. Every recipient of a taxable supply, except a zero-rated supply,
other than the zero-rated supply included in any of sections 179.1, 179.2 and
191.3.2, or a supply included in section 18.0.1, shall pay to the Minister a tax
in respect of the supply calculated at the rate of 7.5% on the value of the
consideration for the supply if the supply is”;

(2) by adding the following paragraphs after paragraph 6:
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“(7) a supply of property that is a zero-rated supply only because it is
included in section 179.1, if the recipient is not acquiring the property for
consumption, use or supply exclusively in the course of commercial activities
of the recipient and

(a) an authorization granted to the recipient to use the certificate referred
to in that section is not in effect at the time the supply is made, or

(b) the recipient does not ship the property outside Québec in the
circumstances described in paragraphs 2 to 4 of section 179; or

“(8) a supply of property that is a zero-rated supply only because it is
included in section 179.2, if the recipient is not acquiring the property for
consumption, use or supply exclusively in the course of commercial activities
of the recipient and

(a) an authorization granted to the recipient to use the certificate referred
to in that section is not in effect at the time the supply is made, or

(b) the recipient is not acquiring the property for use or supply as domestic
inventory or as added property, as those expressions are defined in section
350.23.1”

(2) Subsection 1 applies in respect of supplies made after 31 December
2000.

307. (1) Section22.2 of the said Act is amended by inserting the following
paragraph after paragraph 2 in the definition of “province”:

“(2.1) Nunavut;”.
(2) Subsection 1 has effect from 1 April 1999.

308. (1) Section 52 of the said Act, replaced by section 283 of chapter 53
of the statutes of 2001, is amended

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

“32. For the purposes of this section, “provincial levy” means a duty, fee
or tax imposed under an Act of the legislature of Québec, another province,
the Northwest Territories, the Yukon Territory or Nunavut in respect of the
supply, consumption or use of property or a service.”;

(2) by replacing subparagraph 3 of the second paragraph by the following
subparagraph:

“(3) any other amount that is collectible by the supplier under an Act of the

legislature of Québec, another province, the Northwest Territories, the Yukon
Territory or Nunavut that is equal to, or is collectible on account of or in lieu
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of, a provincial levy, except where the amount is payable by the recipient and
the provincial levy is a prescribed duty, fee or tax.”

(2) Subsection 1 has effect from 1 April 1999.

309. (1) Section 81 of the said Act, amended by section 265 of chapter 51
of the statutes of 2001 and by section 288 of chapter 53 of the statutes of 2001,
is again amended

(1) by replacing paragraph 2.1 by the following paragraph:

“(2.1) goods from Canada outside Québec that are for the domestic or
personal use of an individual arriving in Québec to take up permanent residence,
except goods acquired by the individual less than 31 days before the individual’s
arrival in Québec and in respect of which the individual has not paid tax of the
same nature as the tax payable under this Title, imposed by another province,
the Northwest Territories, the Yukon Territory or Nunavut, or in respect of
which the individual has obtained or is entitled to obtain a rebate of such a

1)

tax;”;
(2) by inserting the following paragraph after paragraph 6:

“(6.1) goods that are brought into Québec solely for the purpose of fulfilling
an obligation under a warranty to repair or replace the goods if defective,
where replacement goods are supplied for no additional consideration, other
than shipping and handling charges, and shipped outside Québec without
being consumed or used in Québec except to the extent reasonably necessary
or incidental to the transportation of the goods;”.

(2) Paragraph 1 of subsection 1 has effect from 1 April 1999.

(3) Paragraph 2 of subsection 1 applies in respect of goods brought into
Québec after 28 February 2000.

310. (1) Section 90 of the said Act is amended by inserting “, Nunavut”
after “Yukon Territory”.

(2) Subsection 1 has effect from 1 April 1999.
311. (1) Section 94 of the said Act is replaced by the following section:

“94. A supply by way of sale of a residential complex or an interest in a
residential complex made by a person who is not a builder of the complex or,
if the residential complex is a multiple unit residential complex, an addition to
the complex, is exempt, unless

(1) the person claimed an input tax refund in respect of the last acquisition
by the person of the residential complex or in respect of an improvement to the
complex acquired or brought into Québec by the person after the complex was
last acquired by the person; or
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(2) the recipient is registered under Division I of Chapter VIII and

(a) the recipient made a taxable supply by way of sale (in this section
referred to as the “prior supply”) of the residential complex or interest in that
complex to a prior recipient who is the person or, if the person is a personal
trust other than a testamentary trust, the settlor of the trust or, in the case of a
testamentary trust that arose as a result of the death of an individual, the
deceased individual,

(b) the prior supply is the last supply by way of sale of the residential
complex or interest to the prior recipient,

(c) the supply is not made more than one year after the day that is the day
on which the prior recipient acquired the interest, or that is the earlier of the
day on which the prior recipient acquired ownership of the residential complex
and the day on which the prior recipient acquired possession of the complex,
under the agreement for the prior supply,

(d) the residential complex has not been occupied as a place of residence or
lodging after the construction or last substantial renovation of the complex
was substantially completed,

(e) the supply is made pursuant to a right or obligation of the recipient to
purchase the residential complex or interest that is provided for under the
agreement for the prior supply, and

(f) the recipient makes an election under this section jointly with the
person in prescribed form containing prescribed information that is filed with
the Minister with the recipient’s return in which the recipient is required to
report the tax in respect of the supply.”

(2) Subsection 1 applies in respect of supplies made after 4 October 2000.
312. (1) Section 102 of the said Act is amended

(1) by replacing subparagraph 1 of the first paragraph by the following
subparagraph:

“(1) asupply of an immovable that is, immediately before the time ownership
or possession of the property is transferred to the recipient of the supply under

the agreement for the supply, capital property used primarily

(@) in a business carried on by the individual or trust with a reasonable
expectation of profit, or

(b) where the individual or trust is a registrant,

i. in making a taxable supply of the immovable by way of lease, licence or
similar arrangement, or
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ii. in any combination of the uses described in subparagraph a and
subparagraph i;”;

(2) by replacing subparagraph 4 of the first paragraph by the following
subparagraph:

“(4) asupply of aresidential complex or an interest in a residential complex ;
or’;

(3) by adding the following subparagraph after subparagraph 4 of the first
paragraph:

“(5) aparticular supply to a recipient who is registered under Division I of
Chapter VIII and who has made an election under this subparagraph jointly
with the individual or trust in prescribed form containing prescribed information
and filed with the Minister with the recipient’s return in which the recipient is
required to report the tax in respect of the supply, if

(a) the recipient made a taxable supply by way of sale (in this section
referred to as the “prior supply”) of the immovable to a person (in this section
referred to as the “prior recipient”’) who is the individual, trust or settlor of the
trust and that supply is the last supply by way of sale of the immovable to the
prior recipient,

(b) the day the particular supply is made is not more than one year after the
particular day that is the earlier of the day on which, under the agreement for
the prior supply, the prior recipient acquired ownership of the immovable and
the day the prior recipient acquired possession of the immovable, and

(c) the particular supply is made pursuant to a right or obligation of the
recipient to purchase the immovable that is provided for under the agreement
for the prior supply.”

(2) Subsection 1 applies in respect of supplies by way of sale made after
4 October 2000.

313. (1) Section 108 of the said Act, amended by section 293 of chapter 53
of the statutes of 2001, is again amended

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

““medical practitioner” means a physician within the meaning of the Medical
Act (chapter M-9) or a dentist within the meaning of the Dental Act (chapter
D-3) and includes a person who is entitled under the laws of another province,
the Northwest Territories, the Yukon Territory or Nunavut to practise the
profession of medicine or dentistry;”;

(2) by replacing paragraph 2 of the definition of “practitioner” by the
following paragraph:
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“(2) where the person is not required to be so licensed or otherwise
authorized, has qualifications equivalent to those necessary to be licensed or
otherwise authorized to practise in another province, the Northwest Territories,
the Yukon Territory or Nunavut.”

(2) Subsection 1 has effect from 1 April 1999.
314. (1) Section 116 of the said Act is replaced by the following section:

“116. A supply, other than a zero-rated supply, of any property or
service is exempt to the extent that the consideration for the supply is payable
or reimbursed by the Government of Québec pursuant to the Health Insurance
Act (chapter A-29) or the Act respecting the Régie de I’assurance maladie du
Québec (chapter R-5) or by the government of another province, the Northwest
Territories, the Yukon Territory or Nunavut under a health care plan established
for the insured persons of that province or territory under an Act of the
legislature of that province or territory.”

(2) Subsection 1 has effect from 1 April 1999.
313. (1) Section 127 of the said Act is replaced by the following section:

“127. A supply, other than a zero-rated supply, made by a government,
school authority, vocational school, public college or university that consists
in providing an individual with, or administering an examination in respect of,
an educational service leading to a certificate, diploma, permit or similar
document, or a class or rating in respect of a licence or permit, that attests to
the competence of an individual to practise a trade or vocation is exempt.

This section does not apply where the supplier has made an election under
this section in prescribed form containing prescribed information.”

(2) Subsection 1 applies in respect of supplies

(1) for which all of the consideration becomes due after 4 October 2000 or
is paid after that date without having become due; and

(2) for which consideration becomes due or is paid before 5 October 2000
if no amount was charged or collected as or on account of tax under Title I of
the said Act before that day. However, in respect of that supply, section 127 of
the said Act shall be read as follows:

“127. A supply, other than a zero-rated supply, made by a government,
school authority, vocational school, public college or university that consists
in providing an individual with, or administering an examination in respect of,
an educational service leading to a certificate, diploma, permit or similar
document, or a class or rating in respect of a licence or permit, that attests to
the competence of an individual to practise a trade or vocation is exempt.”
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316. (1) Section 138.1 of the said Act, amended by section 299 of
chapter 53 of the statutes of 2001, is again amended

(1) by replacing paragraphs 2 and 3 by the following paragraphs:

“(2) property or a service, other than a supply that is deemed to have been
made under section 60 or that is deemed only under section 32.2 or section
32.3 to have been made, where the supply is deemed under this Title to have
been made by the charity;

“(3) movable property, other than property that was acquired, manufactured
or produced by the charity for the purpose of making a supply by way of sale
of the property and property supplied by way of lease, licence or similar
arrangement in conjunction with an exempt supply by way of lease, licence or
similar arrangement by the charity of immovable property, where, immediately
before the time tax would first become payable in respect of the supply if it
were a taxable supply, that property is used, otherwise than in making the
supply, in commercial activities of the charity or, in the case of capital
property, primarily in such activities;”;

(2) by replacing paragraph 12 by the following paragraph:

“(12) an immovable where the supply is made by way of sale and,
immediately before the time tax would first become payable in respect of the
supply if it were a taxable supply, the immovable is used, otherwise than in
making the supply, primarily in commercial activities of the charity; or”.

(2) Paragraph 1 of subsection 1, where it replaces paragraph 2 of section
138.1 of the said Act, applies in respect of supplies that are deemed to have
been made under section 32.2 or section 32.3 of the said Act for lease intervals
or billing periods beginning after 31 March 1997.

(3) Paragraph 1 of subsection 1, where it replaces paragraph 3 of section
138.1 of the said Act, and paragraph 2 of subsection 1 apply in respect of
supplies for which consideration becomes due after 31 December 1996 or is
paid after 31 December 1996 without having become due. However, they do
not apply to any supply in respect of which an amount was charged or
collected as or on account of tax under Title I of the said Act before 5 October
2000.

(4) Where, before 1 January 1997, a charity was using capital property of
the charity in making taxable supplies by way of lease, licence or similar
arrangement of immovable property, or of movable property in conjunction
with supplies of immovable property, referred to in paragraph 6 of section 141
or paragraph 6 or 8 of section 168 of the said Act, as those paragraphs read
before 1 January 1997, and because of the coming into force of section 138.1
of the said Act, as amended by paragraph 1 of subsection 1, where it replaces
paragraph 3 of section 138.1 of the said Act, and by paragraph 2 of subsection 1,
the charity is considered to have, at a particular time, ceased to use the capital
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property, or reduced the extent to which the capital property is used, in
commercial activities of the charity, upon beginning to use the property for the
purpose of making the charity’s first exempt supply by way of lease, licence or
similar arrangement of immovable property, or of movable property in
conjunction with a supply of immovable property, referred to in section 138.1
of the said Act that would have been a taxable supply referred to in paragraph 6
of section 141 or paragraph 6 or 8 of section 168 of the said Act, as those
paragraphs read before 1 January 1997, if Division VI of Chapter III of Title I
of the said Act had continued to apply to charities, and is deemed under any of
sections 243, 258 and 259 of the said Act to have made, immediately before
the particular time, a supply of the capital property, or a portion of it, and to
have collected tax in respect of that supply, the following rules apply:

(1) the charity is not required to include that tax in determining the net tax
for any reporting period of the charity ; and

(2) the charity is deemed, for the purpose of determining the basic tax
content of the capital property, to have been entitled to recover an amount
equal to the tax as a rebate of tax referred to in the description of A of the
formula in the definition of “basic tax content” in section 1 of the said Act.

317. (1) Section 141 of the said Act is amended by replacing paragraph 2
by the following paragraph:

“(2) property or a service, other than a supply that is deemed only under
section 32.2 or section 32.3 to have been made, where the supply is deemed
under this Title to have been made by the institution;”.

(2) Subsection 1 applies in respect of supplies that are deemed to have been
made under section 32.2 or section 32.3 of the said Act for lease intervals or
billing periods beginning after 31 March 1997.

318. (1) Section 168 of the said Act is amended by replacing paragraph 2
by the following paragraph:

“(2) an immovable, other than a supply that is deemed only under
section 32.2 to have been made, where the supply is deemed under this Title to
have been made;”.

(2) Subsection 1 applies in respect of supplies that are deemed to have been
made under section 32.2 of the said Act for lease intervals beginning after
31 March 1997.

319. (1) Section 173 of the said Act is amended

(1) by replacing the definition of “medical practitioner” by the following
definition:
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medical practitioner” means a physician within the meaning of the Medical
Act (chapter M-9) or a dentist within the meaning of the Dental Act (chapter
D-3) and includes a person who is entitled under the laws of another province,
the Northwest Territories, the Yukon Territory or Nunavut to practise the
profession of medicine or dentistry;”;

(2) by replacing the definition of “pharmacist” by the following definition :
““pharmacist” has the meaning assigned by the Pharmacy Act (chapter
P-10) and includes a person who is entitled under the laws of another province,
the Northwest Territories, the Yukon Territory or Nunavut to practise the
profession of pharmacy;”.

(2) Subsection 1 has effect from 1 April 1999.
320. (1) Section 175 of the said Act is replaced by the following section:

“1'd5. For the purposes of this division, “medical practitioner” means a
physician within the meaning of the Medical Act (chapter M-9) and includes a
person who is entitled under the laws of another province, the Northwest
Territories, the Yukon Territory or Nunavut to practise the profession of
medicine.”

(2) Subsection 1 has effect from 1 April 1999.

321. (1) Section 176 of the said Act, amended by section 304 of chapter 53
of the statutes of 2001, is again amended by replacing paragraph 8 by the
following paragraph:

“(8) a supply of ophthalmic lenses, with or without frames, when the
lenses are, or are to be, supplied on the written order of an eye-care professional
for the correction or treatment of a defect of vision of the consumer named in
the order, where the eye-care professional is entitled under the laws of Québec,
another province, the Northwest Territories, the Yukon Territory or Nunavut in
which the professional practises to prescribe lenses for such purpose;”.

(2) Subsection 1 has effect from 1 April 1999. However, for the period that
begins on 1 April 1999 and ends on 8 October 1999, paragraph 8, replaced by
subsection 1, shall be read as follows:

“(8) a supply of ophthalmic lenses, with or without frames, when the
lenses are supplied on the written order of an eye-care professional for the
correction or treatment of a defect of vision of the consumer named in the
order, where the eye-care professional is entitled under the laws of Québec,
another province, the Northwest Territories, the Yukon Territory or Nunavut in
which the professional practises to prescribe lenses for such purpose;”.

227



322. (1) Section 179 of the said Act, amended by section 305 of chapter 53
of the statutes of 2001, is again amended by replacing paragraph 5 by the
following paragraph:

“(5) the person maintains evidence satisfactory to the Minister of the
shipment of the property outside Québec by the recipient.”

(2) Subsection 1 applies in respect of supplies made after 31 December
2000.

323. (1) The said Act is amended by inserting the following sections after
section 179:

“199.1. A supply made by way of sale to a recipient, other than a
consumer, who is registered under Division I of Chapter VIII of movable
corporeal property, other than property referred to in the third paragraph, is a
zero-rated supply where the recipient provides the supplier with a shipping
certificate, within the meaning of section 427.3, certifying that an authorization
to use the certificate granted to the recipient under that section is in effect at
the time the supply is made, and discloses to the supplier the number referred
to in section 427.5 and the expiry date of the authorization.

The first paragraph does not apply where an authorization granted by the
Minister to use the certificate is not in effect at the time the supply is made or
the recipient does not ship the property outside Québec in the circumstances
described in paragraphs 2 to 4 of section 179, unless the supplier did not know
and could not reasonably be expected to have known, at or before the latest
time at which tax in respect of the supply would have become payable if the
supply were not a zero-rated supply, that the authorization was not in effect at
the time the supply was made or that the recipient would not so ship the
property outside Québec.

The property to which the first paragraph refers is

(1) goods on which a duty of excise is imposed under the Excise Act
(Revised Statutes of Canada, 1985, chapter E-14) or would be imposed under
that Act if the goods were manufactured or produced in Canada; or

(2) acontinuous transmission commodity that must be transported by or on
behalf of the recipient by means of a wire, pipeline or other conduit.

“179.2. A supply made by way of sale to a recipient who is registered
under Division I of Chapter VIII of property, other than property referred to in
the third paragraph, is a zero-rated supply where

(1) the recipient provides the supplier with a shipping distribution centre
certificate, within the meaning of section 350.23.7, certifying that an
authorization to use the certificate granted to the recipient under that section is
in effect at the time the supply is made and that the property is being acquired
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for use or supply as domestic inventory or as added property of the recipient,
within the meaning assigned to those expressions by section 350.23.1, and
discloses to the supplier the number referred to in section 350.23.9 and the
expiry date of the authorization ; and

(2) the total amount, included in a single invoice or agreement, of the
consideration for that supply and for all other supplies that are made to the
recipient and are otherwise included in this section is at least $1,000.

The first paragraph does not apply where an authorization granted by the
Minister to use the certificate is not in effect at the time the supply is made or
the recipient is not acquiring the property for use or supply as domestic
inventory or as added property in the course of commercial activities of the
recipient, unless the supplier did not know and could not reasonably be
expected to have known, at or before the latest time at which tax in respect of
the supply would have become payable if the supply were not a zero-rated
supply, that the authorization was not in effect at the time the supply was made
or that the recipient was not acquiring the property for that purpose.

The property to which the first paragraph refers is

(1) goods on which a duty of excise is imposed under the Excise Act
(Revised Statutes of Canada, 1985, chapter E-14) or would be imposed under
that Act if the goods were manufactured or produced in Canada; or

(2) acontinuous transmission commodity that must be transported by or on
behalf of the recipient by means of a wire, pipeline or other conduit.”

(2) Subsection 1 applies in respect of supplies made after 31 December
2000. However, as regards any supply in respect of which the recipient
provides a shipping certificate, within the meaning of section 427.3 of the said
Act, where the authorization to use the certificate is in effect at the time the
supply is made but was granted before 1 January 2001 and not renewed before
the supply is made, or was last renewed before 1 January 2001, section 179.1
of the said Act shall be read without reference to “, and discloses to the
supplier the number referred to in section 427.5 and the expiry date of the
authorization” in the first paragraph.

324. (1) Section 180 of the said Act is amended by inserting *“, Nunavut”
after “Yukon Territory” in paragraph 2.

(2) Subsection 1 has effect from 1 April 1999.

323. (1) Section 234.1 of the said Act is amended by inserting “Nunavut,”
after “Yukon Territory,”.

(2) Subsection 1 has effect from 1 April 1999.
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326. (1) Section 297.0.1 of the said Act is amended by inserting “, of
Nunavut” after ““Yukon Territory” in subparagraph b of subparagraph 1 of the
first paragraph.

(2) Subsection 1 has effect from 1 April 1999.

327. (1) Section 310 of the said Act is amended by inserting *“, Nunavut,”
after “Yukon Territory” in paragraph 1 of the definition of “receiver” in the
second paragraph.

(2) Subsection 1 has effect from 1 April 1999.

328. (1) Section 324.5 of the said Act is amended by inserting ‘“Nunavut,”
after “Yukon Territory,” in subparagraph 1 of the first paragraph.

(2) Subsection 1 has effect from 1 April 1999.

329. (1) Section 324.5.1 of the said Act is amended by inserting “Nunavut,”
after “Yukon Territory,” in subparagraph 1 of the first paragraph.

(2) Subsection 1 has effect from 1 April 1999.

330. (1) Section 327.2 of the said Act is amended by replacing the second
paragraph by the following paragraph:

“Where the first paragraph applies, except in the case of a supply of a
service of shipping the property, any supply made by the registrant and
referred to in subparagraph a of subparagraph 1 of that paragraph is deemed to
have been made outside Québec.”

(2) Subsection 1 applies in respect of supplies for which all of the
consideration becomes due after 28 February 2000 or is paid after that date
without having become due.

331. (1) Section 327.3 of the said Act is amended

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

“Where the first paragraph applies, except in the case of a supply of a
service of shipping the property, any supply made by the registrant and
referred to in subparagraph 1 of that paragraph is deemed to have been made
outside Québec.”;

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

“For the purposes of subparagraph iii of subparagraph b of subparagraph 3
of the first paragraph, if the only use of railway rolling stock after physical

possession of it is transferred as described in that subparagraph iii and before
it is next shipped outside Québec is for the purpose of transporting corporeal
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movable property or passengers in the course of its shipment outside Québec
and that shipment occurs within 60 days after the day on which the transfer
takes place, that use of the rolling stock is deemed to take place entirely
outside Québec.”

(2) Paragraph 1 of subsection 1 applies in respect of supplies for which all
of the consideration becomes due after 28 February 2000 or is paid after that
date without having become due.

(3) Paragraph 2 of subsection 1 applies in respect of railway rolling stock
the physical possession of which is transferred by a registrant pursuant to a
supply by way of sale by the registrant for which all of the consideration
becomes due after 28 February 2000 or is paid after that date without having
become due.

332. (1) The said Act is amended by inserting the following after section
350.23:

“DIVISION XVIII.1
“SHIPPING DISTRIBUTION CENTRE

“350.23.1. For the purposes of this division,

“added property” that is in the possession of a person means corporeal
movable property or software that the person incorporates into, attaches to,
combines or assembles with, or uses to pack, other property that is not
property of the person held otherwise than for sale by the person;

“base value” of property that a person brings into Québec or obtains
physical possession of in Québec means

(1) if the person brings the property into Québec, the value of the property
within the meaning of the second paragraph of section 17, or within the
meaning that would be assigned by that paragraph but for the third paragraph
of that section ; and

(2) in any other case, the fair market value of the property at the time the
person obtains physical possession of it in Québec;

“basic service” means any of the following services performed at any time
in respect of goods, to the extent that, if the goods were held in a bonded
warehouse at that time, it would be feasible, given the stage of processing of
the goods at that time, to perform that service in the bonded warehouse and it
would be permissible to do so according to the Customs Bonded Warehouses
Regulations made under the Customs Tariff (Revised Statutes of Canada,
1985, chapter 41, 3rd Supplement):
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(1) disassembling or reassembling, if the goods have been assembled or
disassembled for packing, handling or transportation purposes;

(2) displaying;

(3) inspecting;

(4) labelling;

(5) packing;

(6) removing, for the sole purpose of soliciting orders for goods or services,
a small quantity of material, or a portion, a piece or an individual object, that
represents the goods;

(7) storing;

(8) testing; or

(9) any of the following that do not materially alter the characteristics of
the goods:

(a) cleaning,

(b) complying with any applicable law of Canada or of Québec,

(c) diluting,

(d) normal maintenance and servicing,

(e) preserving,

(f) separating defective goods from prime quality goods,

(g) sorting or grading, and

(h) trimming, filing, slitting or cutting;

“customer’s good” in respect of a particular person means corporeal movable
property of another person that the particular person brings into Québec, or
obtains physical possession of in Québec, for the purpose of supplying a
service or added property in respect of the corporeal movable property ;

“domestic inventory” of a person means corporeal movable property that
the person acquires in Québec or brings into Québec, for the purpose of selling

the property separately for consideration in the ordinary course of a business
carried on by the person;
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“finished inventory” of a person means property of the person, other than
capital property of the person, that is in the state at which it is intended to be
sold by the person, or to be used by the person as added property, in the course
of a business carried on by the person;

“fiscal year” of a person has the meaning assigned by section 458.1;
“labelling” includes marking, tagging and ticketing;

“packing” includes unpacking, repacking, packaging and repackaging;
“processing” includes adjusting, altering, assembling and a basic service;

“shipping revenue” of a particular person for a fiscal year means the total of
all amounts each of which is consideration, included in determining the
specified total revenue of the person for the fiscal year, for

(1) a supply by way of sale of an item of domestic inventory of the person
that is made outside Québec or referred to in Division V of Chapter IV, other
than a supply referred to in any of sections 180.1, 181, 189, 191.2 and
191.3.1;

(2) a supply by way of sale of added property acquired by the person for
the purpose of processing in Québec property where that property, or the
product resulting from that processing, as the case may be, is shipped outside
Québec, after that processing is complete, without being consumed, used,
transformed or further processed, manufactured or produced in Québec by
another person except to the extent reasonably necessary or incidental to the
transportation of that property or that product; or

(3) a supply of a service of processing, storing or distributing corporeal
movable property of another person if the property, or all the products resulting
from that processing, as the case may be, are shipped outside Québec, after the
processing in Québec, if any, by the particular person is complete, without
being consumed, used, transformed or further processed, manufactured or
produced in Québec by any other person except to the extent reasonably
necessary or incidental to the transportation of that property or those products;

“shipping revenue percentage” of a person for a fiscal year means the
proportion expressed as a percentage that the person’s shipping revenue for
the fiscal year is of the person’s specified total revenue for the fiscal year;

“specified total revenue” of a person for a fiscal year means the total of all
amounts each of which is consideration, included in determining the income
from a business of the person for the fiscal year, for a supply made by the
person, or that would be made by the person but for any provision of this Title
that deems the supply to be made by another person, other than
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(1) a supply of a service in respect of property that the person neither
brings into Québec nor obtains physical possession of in Québec for the
purpose of providing the service;

(2) a supply by way of sale of property that the person acquired for the
purpose of selling it, or selling other property to which the property has been
added or with which the property has been combined, for consideration but
that is neither acquired in Québec nor brought into Québec by the person;

(3) asupply by way of sale of added property that the person acquired for
the purpose of processing corporeal movable property that the person neither
brings into Québec nor obtains physical possession of in Québec ; and

(4) a supply by way of sale of capital property of the person;

“substantial alteration of property” by a person, in a fiscal year of the
person, means

(1) manufacturing or producing, or engaging another person to manufacture
or produce, property other than capital property of the person at any time in
the fiscal year in the course of a business carried on by the person; or

(2) any processing undertaken by or for the person during the fiscal year to
bring property of the person to a state at which the property or the product of
that processing is finished inventory of the person, if

(a) the person’s percentage value added attributable to non-basic services
in respect of finished inventory of the person for the fiscal year exceeds 10%,

and

(b) the person’s percentage total value added in respect of finished inventory
of the person for the fiscal year exceeds 20%.

“350.23.2. A person’s percentage value added attributable to non-
basic services in respect of finished inventory of the person for a fiscal year of
the person is the amount, expressed as a percentage, determined by the
formula

A/B.

For the purposes of the formula,

(1) A is the total of all amounts each of which is

(a) part of the total cost to the person of all property that was finished
inventory of the person supplied, or used as added property, by the person

during the fiscal year, and

(b) reasonably attributable to
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i. salary, wages or other remuneration paid or payable to employees of the
person, excluding any amounts that are reasonably attributable to the
performance of basic services, or

ii. consideration paid or payable by the person to engage other persons to
perform processing, excluding any portion of such consideration that is
reasonably attributed by the other persons to corporeal movable property
supplied in connection with that processing or that is reasonably attributable
to the performance of basic services ; and

(2) B is the total cost to the person of the property.

“330.23.3. A person’s percentage total value added in respect of finished
inventory of the person for a fiscal year of the person is the amount expressed
as a percentage that would be determined for the fiscal year by the formula in
section 350.23.2 if the total determined under subparagraph 1 of the second
paragraph of that section did not exclude any amounts that are reasonably
attributable to the performance of basic services.

“350.23.4. A person’s percentage value added attributable to non-
basic services in respect of customers’ goods for a fiscal year of the person is
the amount, expressed as a percentage, determined by the formula

A/(A + B).
For the purposes of the formula,

(1) A is the total of all consideration, included in determining the income
from a business of the person for the fiscal year, for supplies of services, or of
added property, in respect of customers’ goods, other than the portion of such
consideration that is reasonably attributable to the performance of basic
services or to the provision of added property used in the performance of basic
services ; and

(2) B is the total of the base values of the customers’ goods.

“350.23.5. A person’s percentage total value added in respect of
customers’ goods for a fiscal year of the person is the amount expressed as a
percentage that would be determined for the fiscal year by the formula in
section 350.23.4 if the total determined under subparagraph 1 of the second
paragraph of that section did not exclude any amounts that are reasonably
attributable to the performance of basic services or the provision of added
property used in the performance of basic services.

“330.23.6. For the purpose of determining a particular person’s shipping
revenue percentage or an amount under any of sections 350.23.2 to 350.23.5
in respect of finished inventory of a particular person or customers’ goods in
respect of a particular person, the following rules apply if a supply between
the particular person and another person with whom the particular person is
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not dealing at arm’s length is made for no consideration or for less than fair
market value and any consideration for the supply would be included in
determining the income from a business of the particular person for a year:

(1) the supply is deemed to have been made for consideration equal to fair
market value ; and

(2) that consideration is deemed to be included in determining that income.

“350.23.79. The Minister may, on the application of a person who is
registered under Division I of Chapter VIII and who is engaged exclusively in
commercial activities, authorize the person to use, beginning on a day in a
fiscal year of the person and subject to such conditions as the Minister may
from time to time specify, a certificate (in this division referred to as a
“shipping distribution centre certificate”) for the purposes of section 179.2, if
it can reasonably be expected that

(1) the person will not engage in the substantial alteration of property in
the fiscal year;

(2) either the person’s percentage value added attributable to non-basic
services in respect of customers’ goods for the fiscal year will not exceed 10%
or the person’s percentage total value added in respect of customers’ goods for
the fiscal year will not exceed 20% ; and

(3) the person’s shipping revenue percentage for the fiscal year will be at
least 90%.

“330.23.8. An application for an authorization to use a shipping
distribution centre certificate shall be made in prescribed form containing
prescribed information and be filed with the Minister in prescribed manner.

“350.23.9. Where the Minister authorizes a person to use a shipping
distribution centre certificate, the Minister shall notify the person in writing of
the authorization, its effective date and its expiry date and the number assigned
by the Minister that identifies the person or the authorization and that must be
disclosed by the person when providing the certificate for the purposes of
section 179.2.

“350.23.10. The Minister may revoke an authorization granted to a
person under section 350.23.7, effective on a day in a fiscal year of the person

(in this section referred to as the “fiscal year of the revocation”), if

(1) the person fails to comply with any condition attached to the
authorization or with any provision of this Title;

(2) it can reasonably be expected that
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(a) one or both of the conditions described in paragraphs 1 and 2 of section
350.23.7 would not be met if the fiscal year referred to in those paragraphs
were the fiscal year of the revocation, or

(b) the person’s shipping revenue percentage for the fiscal year of the
revocation will be less than 80% ; or

(3) the person has requested in writing that the authorization be revoked as
of that day.

“330.23.11. Subject to section 350.23.10, an authorization granted to
a person under section 350.23.7 is deemed to have been revoked effective on
the day after the last day of a fiscal year of the person, if

(1) the person engaged in the substantial alteration of property in that fiscal
year;

(2) the person’s percentage value added attributable to non-basic services
in respect of customers’ goods for the fiscal year exceeds 10% and the
person’s percentage total value added in respect of customers’ goods for the
fiscal year exceeds 20% ; or

(3) the person’s shipping revenue percentage for the fiscal year is less than
80%.

“350.23.12. An authorization granted under section 350.23.7 to a
person ceases to have effect immediately before the earlier of

(1) the day on which a revocation of the authorization becomes effective ;
and

(2) the day that is three years after the day on which the authorization
became effective.

“350.23.13. The Minister may not grant to a person, if an authorization
granted to the person under section 350.23.7 is revoked effective on a day,
another authorization under that section that becomes effective before,

(1) if the authorization was revoked in circumstances described in
paragraph 1 of section 350.23.10, the day that is two years after the day of the

revocation ; and

(2) in any other case, the first day of the second fiscal year of the person
that begins after the day of the revocation.”

(2) Subsection 1 has effect from 1 January 2001.

333. (1) Section 352.1 of the said Act is amended by replacing paragraph 1
by the following paragraph:
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“(1) the property was acquired by the individual for the individual’s personal
or domestic use less than 31 days before the individual’s leaving Québec to
take up permanent residence in another province, the Northwest Territories,
the Yukon Territory or Nunavut;”.

(2) Subsection 1 has effect from 1 April 1999.
334. (1) Section 360.5 of the said Act is replaced by the following section :

“360.5. For the purposes of section 362 and subdivisions II, II.1 and
I1.3, “single unit residential complex” includes

(1) a multiple unit residential complex that contains no more than two
residential units ; and

(2) any other multiple unit residential complex if it is described by
paragraph 3 of the definition of “residential complex” in section 1 and contains
one or more residential units that are for supply as rooms in an inn, a hotel, a
motel, a boarding house or a lodging house or similar premises and that would
be excluded from being part of the residential complex if the complex were a
residential complex not described by that paragraph.”

(2) Subsection 1 has effect from 1 June 1997 and applies, for the purpose
of determining any rebate of an individual,

(1) under sections 362.2 to 367 and section 370 of the said Act, in respect
of a residential complex the ownership of which is transferred to the individual
after 31 May 1997;

(2) under sections 370.0.1 to 370.2 and section 370.4 of the said Act, in
respect of a residential complex the possession of which is given to the
individual after 31 May 1997; and

(3) under sections 370.9 to 370.12 of the said Act, in respect of a residential
complex that the individual has constructed or substantially renovated, or has
engaged another person to construct or substantially renovate, if the construction
or substantial renovation is substantially completed after 31 May 1997.

(3) Where an individual would be entitled to claim a rebate under any of
sections 362.2 to 367, 370, 370.0.1 to 370.2, 370.4 and 370.9 to 370.12 of the
said Act in respect of a single unit residential complex described in paragraph 2
of the definition of that expression in section 360.5 of the said Act, if there
were no limitation on the period for filing an application for the rebate or on
the number of applications that the individual may make in respect of that
matter and the day on or before which the individual would, but for this
paragraph, be required to file an application for the rebate is before 31 March
2003, the following rules apply:
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(1) the individual, despite sections 362.4, 370.0.3 and 370.12 of the said
Act, has until 31 March 2003 to file an application for the rebate with the
Minister of Revenue ; and

(2) that application may, despite the second paragraph of section 403 of the
said Act, be the individual’s second application for the rebate if, before
1 March 2001, the individual had made an application for the rebate and it has
been assessed.

335. (1) Section 362 of the said Act is replaced by the following section:

“362. Where a supply of a residential complex or a share in the capital
stock of a cooperative housing corporation is made to two or more individuals,
or where two or more individuals construct or substantially renovate, or
engage another person to construct or substantially renovate, a residential
complex, the references in subdivisions II to II.3 to a particular individual
shall be read as references to all of those individuals as a group, but only one
of those individuals may apply for a rebate under any of those subdivisions in
respect of the complex or share.”

(2) Subsection 1 has effect from 1 June 1997.

336. (1) The said Act is amended by inserting the following after
subdivision I'V.1 of subdivision 3 of Division I of Chapter VII of Title I:

“IV.2 — SUPPLY OF A RESIDENTIAL COMPLEX LEASED FOR
RESIDENTIAL PURPOSES

“378.4. For the purposes of this subdivision,

“first use”, in respect of a residential unit, means the first use of the unit
after the construction or last substantial renovation of the unit or, in the case of
a unit that is situated in a multiple unit residential complex, of the complex or
addition to the complex in which the residential unit is situated, is substantially
completed ;

“percentage of total floor space”, in respect of a residential unit forming
part of a residential complex or part of an addition to a multiple unit residential
complex, means the proportion expressed as a percentage that the total square
metres of floor space occupied by the unit is of the total square metres of floor
space occupied by all of the residential units in the residential complex or
addition, as the case may be;

“qualifying residential unit” of a person, at a particular time, means

(1) aresidential unit of which, at or immediately before the particular time,
the person is the owner, a co-owner, a lessee or a sub-lessee or has possession
as purchaser under an agreement of purchase and sale, or a residential unit that
is situated in a residential complex of which the person is, at or immediately
before the particular time, a lessee or a sub-lessee, where
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(a) at the particular time, the unit is a self-contained residence,
(b) the person holds the unit

i. for the purpose of making exempt supplies referred to in section 97.1, 98,
99 or 100, or

ii. where the complex in which the unit is situated includes one or more
other residential units that would be qualifying residential units of the person,
for use as the primary place of residence of the person,

(c) it is the case, or can reasonably be expected by the person at the
particular time to be the case, that the first use of the unit is or will be

i. as the primary place of residence of the person, an individual who is
related to the person or a former spouse of the person, or of a lessor of the
complex, an individual who is related to the lessor or a former spouse of the
lessor, for a period of at least one year or for a shorter period where the next
use of the unit after that shorter period is as described in subparagraph ii, or

ii. as a place of residence of individuals, each of whom is given continuous
occupancy of the unit, under one or more leases, for a period, throughout
which the unit is used as the primary place of residence of that individual, of at
least one year or for a shorter period ending when the unit is sold to a recipient
who acquires the unit for use as the primary place of residence of the recipient,
an individual who is related to the recipient or a former spouse of the
recipient, or the unit is taken for use as the primary place of residence of the
person, an individual who is related to the person or a former spouse of the
person, or of a lessor of the complex, an individual who is related to the lessor
or a former spouse of the lessor, and

(d) except where the residential unit is used, in circumstances where
subparagraph ii of subparagraph c applies, as the primary place of residence of
the person, an individual who is related to the person or a former spouse of the
person, or of a lessor of the complex, an individual who is related to the lessor
or a former spouse of the lessor, where, at the particular time, the person
intends that, after the unit is used as described in subparagraph c the person
will occupy it for the person’s own use or the person will supply it by way of
lease as a place of residence or lodging for an individual who is related to the
person or a former spouse of the person, or a shareholder, member or partner
of, or not dealing at arm’s length with, the person, the person can reasonably
expect that the unit will be the primary place of residence of the person or of
that individual ; or

(2) a prescribed residential unit of the person;

“self-contained residence” means a residential unit
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(1) that is a room or suite in an inn, a hotel, a motel, a boarding house or a
lodging house or in a residence for students, seniors, individuals with a
disability or other individuals; or

(2) that contains private kitchen facilities, a private bath and a private
living area.

“378.5. For the purposes of this subdivision, a reference to a “lease”
shall be read as a reference to a “lease, licence or similar arrangement”.

“378.6. Subject to sections 378.16 and 378.17, a person, other than a
cooperative housing corporation, is entitled to a rebate as determined under
section 378.7, where

(1) the person is

(a) the recipient of a taxable supply by way of sale (in this section and
section 378.7 referred to as the “purchase from the supplier”) from another
person of a residential complex or of an interest in a residential complex and is
not a builder of the complex, or

(b) a builder of a residential complex, or of an addition to a multiple unit
residential complex, who makes an exempt supply by way of lease referred to
in section 98 or section 99 that results in the person being deemed under any
of sections 223 to 231.1 to have made and received a taxable supply by way of
sale (in this section and section 378.7 referred to as the “deemed purchase”) of
the complex or addition;

(2) at aparticular time, tax first becomes payable in respect of the purchase
from the supplier or tax in respect of the deemed purchase is deemed to have
been paid by the person;

(3) at the particular time, the complex or addition, as the case may be, is a
qualifying residential unit of the person or includes one or more qualifying
residential units of the person; and

(4) the person is not entitled to include the tax in respect of the purchase
from the supplier, or the tax in respect of the deemed purchase, in determining
an input tax refund of the person.

“378.7. For the purposes of section 378.6, the rebate to which the
person is entitled is equal to the total of all amounts each of which is an
amount, in respect of a residential unit that forms part of the residential
complex or addition, as the case may be, and is a qualifying residential unit of
the person at the particular time, determined by the formula

[A % ($225,000 — B) / $25,000] + C.

For the purposes of the formula in the first paragraph,
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(1) A is the lesser of $5,642 and the amount determined by the formula
36% X [(A, X A,) - D];
(2) B is the greater of $200,000 and

(a) if the unit is a single unit residential complex or a residential
condominium unit, the fair market value of the unit at the particular time,
excluding an amount equal to the tax that would be paid or payable by the
person under Part IX of the Excise Tax Act (Revised Statutes of Canada, 1985,
chapter E-15) in respect of that unit if it were acquired at that time by the
person for consideration equal to the fair market value of the unit as determined
in accordance with that Act, and

(b) in any other case, the amount determined by the formula
B, X B,; and

(3) C s the tax paid under section 16 in respect of the amount of the rebate
to which the person is entitled in respect of the unit under subsection 3 of
section 256.2 of the Excise Tax Act.

For the purposes of the formulas in the second paragraph,

(1) A, is the total tax under section 16 that is payable in respect of the
purchase from the supplier or is deemed to have been paid in respect of the
deemed purchase ;

(2) Asis

(a) if the unit is a single unit residential complex or a residential
condominium unit, 1, and

(b) in any other case, the unit’s percentage of total floor space;
(3) B, is the unit’s percentage of total floor space;

(4) B, is the fair market value at the particular time of the residential
complex or addition, as the case may be, excluding an amount equal to the tax
that would be paid or payable by the person under Part IX of the Excise Tax
Act in respect of that residential complex or that addition if it were acquired at
that time by the person for consideration equal to the fair market value of the
residential complex or addition as determined in accordance with that Act;
and

(5) D is the amount determined under subparagraph 3 of the second
paragraph.
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“378.8. Subject to sections 378.16 and 378.17, a person, other than a
cooperative housing corporation, is entitled to a rebate as determined under
section 378.9, where

(1) the person is a builder of a residential complex or of an addition to a
multiple unit residential complex and the person makes

(a) an exempt supply by way of sale, referred to in section 97.1, of a
building or part of a building, and

(b) an exempt supply, referred to in section 100, of land by way of lease or
by way of assignment of a lease in respect of land ;

(2) the lease provides for continuous possession or use of the land for a
period of at least 20 years or it contains an option to purchase the land;

(3) those supplies result in the person being deemed under any of sections
223 to 231.1 to have made and received a taxable supply by way of sale of the
complex or addition and to have paid tax at a particular time in respect of that

supply ;

(4) in the case of a multiple unit residential complex or an addition to such
a complex, the complex or addition, as the case may be, includes, at the
particular time, one or more qualifying residential units of the person;

(5) the person is not entitled to include the tax deemed to have been paid by
the person in determining an input tax refund of the person; and

(6) in the case of an exempt supply by way of sale of a single unit
residential complex or a residential condominium unit, the recipient of that
supply is entitled to claim a rebate under section 370.0.1 in respect of the
complex or unit.

“378.9. For the purposes of section 378.8, the rebate to which the
person is entitled is equal to the total of all amounts each of which is an
amount, in respect of a residential unit that forms part of the complex or
addition, as the case may be, and is, in the case of a multiple unit residential
complex or an addition to such a complex, a qualifying residential unit of the
person at the particular time, determined by the formula

[A x ($225,000 — B) / $25,000] + C - D.

For the purposes of the formula in the first paragraph,

(1) A is the lesser of $5,642 and the amount determined by the formula

36% x [(A1 X Az) - E] 5

(2) B is the greater of $200,000 and
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(a) if the unit is a single unit residential complex or a residential
condominium unit, the fair market value of the unit at the particular time,
excluding an amount equal to the tax that would be paid or payable by the
person under Part IX of the Excise Tax Act (Revised Statutes of Canada, 1985,
chapter E-15) in respect of that unit if that unit were acquired at that time by
the person for consideration equal to the fair market value of the unit as
determined in accordance with that Act, and

(b) in any other case, the amount determined by the formula

B, X B,;

(3) C s the tax paid under section 16 in respect of the amount of the rebate
to which the person is entitled in respect of the unit under subsection 4 of
section 256.2 of the Excise Tax Act; and

(4) D is the amount of the rebate under section 370.0.2 that the recipient of
the exempt supply by way of sale is entitled to claim in respect of the complex
or unit.

For the purposes of the formulas in the second paragraph,

(1) A, is the tax under section 16 that is deemed to have been paid by the
person at the particular time in respect of the residential complex or addition;

(2) Asis

(a) if the unit is a single unit residential complex or a residential
condominium unit, 1, and

(b) in any other case, the unit’s percentage of total floor space;
(3) B, is the unit’s percentage of total floor space;

(4) B, is the fair market value at the particular time of the residential
complex or addition, as the case may be, excluding an amount equal to the tax
that would be paid or payable by the person under Part IX of the Excise Tax
Act in respect of that residential complex or that addition if it were acquired at
that time by the person for consideration equal to the fair market value of the
residential complex or addition as determined in accordance with that Act;
and

(5) E is the amount determined under subparagraph 3 of the second
paragraph.

“378.10. Subject to sections 378.16 and 378.17, a cooperative housing
corporation is entitled to a rebate as determined under section 378.11, where

(1) the cooperative is
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(a) the recipient of a taxable supply by way of sale (in this section and
section 378.11 referred to as the “purchase from the supplier”) from another
person of a residential complex or of an interest in a residential complex and is
not a builder of the complex, or

(b) a builder of a residential complex, or of an addition to a multiple unit
residential complex, who makes an exempt supply by way of lease referred to
in section 98 that results in the cooperative being deemed under any of
sections 223 to 231.1 to have made and received a taxable supply by way of
sale (in this section and section 378.11 referred to as the “deemed purchase”)
of the complex or addition and to have paid tax in respect of that supply ;

(2) the cooperative is not entitled to include the tax in respect of the
purchase from the supplier, or the tax in respect of the deemed purchase, in
determining an input tax refund of the cooperative ; and

(3) at any time at which a residential unit included in the complex is a
qualifying residential unit of the cooperative, the cooperative first gives
occupancy of the unit after its construction or last substantial renovation under
an agreement for a supply of that unit that is an exempt supply referred to in
section 98.

“378.11. For the purposes of section 378.10, the rebate to which the
cooperative housing corporation is entitled in respect of a residential unit is
equal to the amount determined by the formula

[A x ($225,000 — B) / $25,000] + C - D.

For the purposes of the formula in the first paragraph,

(1) A is the lesser of $5,642 and the amount determined by the formula

36% x [(Ai X Ay) —E];

(2) B is the greater of $200,000 and

(a) if the unit is a single unit residential complex or a residential
condominium unit, the fair market value of the unit at the time at which tax
first becomes payable in respect of the purchase from the supplier or tax in
respect of the deemed purchase is deemed to have been paid by the cooperative,
excluding an amount equal to the tax that would be paid or payable by the
cooperative under Part IX of the Excise Tax Act (Revised Statutes of Canada,
1985, chapter E-15) in respect of that unit if it were acquired at that time by
the cooperative for consideration equal to the fair market value of the unit as
determined in accordance with that Act, and

(b) in any other case, the amount determined by the formula

B, x B;;
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(3) C s the tax paid under section 16 in respect of the amount of the rebate
to which the cooperative is entitled in respect of the unit under subsection 5 of
section 256.2 of the Excise Tax Act; and

(4) D is the amount of the rebate under section 370.6 that the recipient of
the exempt supply of the unit is entitled to claim in respect of the unit.

For the purposes of the formulas in the second paragraph,

(1) A, is the total tax under section 16 that is payable in respect of the
purchase from the supplier or is deemed to have been paid in respect of the
deemed purchase;

(2) Asis

(a) if the unit is a single unit residential complex, 1, and

(b) in any other case, the unit’s percentage of total floor space;
(3) B, is the unit’s percentage of total floor space;

(4) B, is the fair market value of the residential complex at the time
referred to in subparagraph a of subparagraph 2 of the second paragraph,
excluding an amount equal to the tax that would be paid or payable by the
cooperative under Part IX of the Excise Tax Act in respect of that residential
complex if it were acquired at that time by the cooperative for consideration
equal to the fair market value of the residential complex as determined in
accordance with that Act; and

(5) E is the amount determined under subparagraph 3 of the second
paragraph.

“378.12. Subject to sections 378.16 and 378.17, a person who makes
an exempt supply of land that is a supply referred to in subparagraph 1 of the
first paragraph of section 100 made to a person described in subparagraph a of
that subparagraph 1, or that is a supply referred to in subparagraph 2 of the
first paragraph of that section, of a site in a residential trailer park, and is
deemed under any of sections 222.1 to 222.3, 243, 258 and 261 to have made
and received a taxable supply by way of sale of the land and to have paid tax,
at a particular time, in respect of that supply, is entitled to a rebate as
determined under section 378.13 if the person is not entitled to include the tax
deemed to have been paid by the person in determining an input tax refund of
the person and in the case of an exempt supply of land described in subparagraph
1 of the first paragraph of section 100, the residential unit that is or is to be
affixed to the land is or will be so affixed for the purpose of its use and
enjoyment as a primary place of residence for individuals.

“378.13. For the purposes of section 378.12, the rebate to which the
person is entitled is equal to the amount determined by the formula
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{[36% x (A —B)] x [($56,250 — C) / $6,250]} + B.
For the purposes of the formula,
(1) Ais

(a) in the case of a taxable supply in respect of which the person is deemed
to have paid tax calculated on the fair market value of the land, the tax under
section 16 that is deemed to have been paid in respect of that supply, and

(b) in the case of a taxable supply in respect of which the person is deemed
to have paid tax equal to the basic tax content of the land, tax equal to the basic
tax content of the land at the particular time;

(2) B is the tax paid under section 16 in respect of the amount of the rebate
to which the person is entitled in respect of the land under subsection 6 of
section 256.2 of the Excise Tax Act (Revised Statutes of Canada, 1985,
chapter E-15); and

(3) C is the greater of $50,000 and

(a) in the case of a supply of land referred to in subparagraph 1 of the first
paragraph of section 100, the fair market value of the land at the particular
time, excluding an amount equal to the tax that would be paid or payable by
the person under Part IX of the Excise Tax Act in respect of that land if it were
acquired at that time by the person for consideration equal to the fair market
value of the land as determined in accordance with that Act, and

(b) in the case of a supply of a site in a residential trailer park or in an
addition to a residential trailer park, the result obtained by dividing the fair
market value, at the particular time, of the park or addition, as the case may be,
excluding an amount equal to the tax that would be paid or payable by the
person under Part IX of the Excise Tax Act in respect of that site or addition if
it were acquired at that time by the person for consideration equal to the fair
market value of the site or addition as determined in accordance with that Act,
by the total number of sites in the park or addition, as the case may be, at the
particular time.

“378.14. A person who is not entitled to a rebate under any of sections
378.6,378.8 and 378.10 in respect of a residential unit because the fair market
value of the unit is $225,000 or more, but who is entitled to a rebate under any
of subsections 3, 4 and 5 of section 256.2 of the Excise Tax Act (Revised
Statutes of Canada, 1985, chapter E-15) in respect of the unit, is entitled to a
rebate of the tax paid under section 16 on the amount of the rebate to which the
person is entitled in respect of the unit under any of those subsections.

“378.13. A person who is not entitled to a rebate under section 378.12

in respect of land because the fair market value of the land is $56,250 or more,
but who is entitled to a rebate under subsection 6 of section 256.2 of the

247



Excise Tax Act (Revised Statutes of Canada, 1985, chapter E-15) in respect of
the land, is entitled to a rebate of the tax paid under section 16 on the amount
of the rebate to which the person is entitled in respect of the land under that
subsection.

“378.16. A person is not entitled to the rebate under this subdivision
IV.2 unless

(1) the person files an application for the rebate within two years after

(a) in the case of a rebate under section 378.10, the end of the month in
which the person makes the exempt supply referred to in subparagraph b of
paragraph 1 of that section,

(b) in the case of a rebate under section 378.12, the end of the month in
which the tax referred to in that section is deemed to have been paid by the
person, and

(¢) in any other case of a rebate in respect of a residential unit, the end of
the month in which tax first becomes payable by the person, or is deemed to
have been paid by the person, in respect of the unit or interest in the unit or in
respect of the residential complex or addition, or interest therein, in which the
unit is situated;

(2) if the rebate is in respect of a taxable supply received by the person
from another person, the person has paid all of the tax payable in respect of
that supply ; and

(3) if the rebate is in respect of a taxable supply in respect of which the
person is deemed to have collected tax in a reporting period of the person, the
person has reported the tax in the person’s return under Chapter VIII for the
reporting period and has remitted all net tax remittable, if any, as reported in
that return.

“378.17. For the purposes of this subdivision IV.2, the following rules
apply:

(1) if, at a particular time, substantially all of the residential units in a
multiple unit residential complex containing ten or more residential units are
residential units in respect of which the condition mentioned in subparagraph ¢
of paragraph 1 of the definition of “qualifying residential unit” in section 378.4
is satisfied, all of the residential units in the complex are deemed to be
residential units in respect of which that condition is satisfied at that time ; and

(2) except in the case of residential units referred to in paragraph 1 of the
definition of “self-contained residence” in section 378.4,

(a) the two residential units that are located in a multiple unit residential
complex containing only those two residential units are deemed to together
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form a single residential unit, and the complex is deemed to be a single unit
residential complex and not to be a multiple unit residential complex, and

(b) if a residential unit (in this subparagraph referred to as a “specified
unit”) in a building affords direct internal access with or without the use of a
key or similar device to another area of the building that is all or part of the
living area of another residential unit, the specified unit is deemed to be part of
the other residential unit and not to be a separate residential unit.

“378.18. No rebate shall be paid to a person under this subdivision V.2
if all or part of the tax included in determining the rebate would otherwise be
included in determining a rebate of the person under any of sections 362.2 to
370, 370.9 to 370.13, 378.1 to 378.3 and 383 to 397.

In addition, any amount of tax that the person, because of an Act of the
Legislature of Québec, other than this Act, or an Act of the Parliament of
Canada or any other rule of law, is not required to pay or remit, or is entitled to
recover by way of a rebate, remission or compensation, shall not be included
in determining the rebate under this subdivision IV.2.

“378.19. Where a person was entitled to claim a rebate under section
378.6 in respect of a qualifying residential unit other than a unit located in a
multiple unit residential complex and, within one year after the unit is first
occupied as a place of residence after the construction or last substantial
renovation of the unit was substantially completed, the person makes a supply
by way of sale, other than a supply deemed under any of sections 298 to 301.3
or 320 to 324.6 to have been made, of the unit to a purchaser who is not
acquiring the unit for use as the primary place of residence of the purchaser, an
individual who is related to the purchaser or a former spouse of the purchaser,
the person shall pay to the Minister an amount equal to the rebate, plus interest
at the rate prescribed in section 28 of the Act respecting the Ministere du
Revenu (chapter M-31), calculated on that amount for the period beginning on
the day the rebate is paid or applied to a liability of the person and ending on
the day the amount of the rebate is paid by the person to the Minister.”

(2) Subsection 1 has effect from 28 February 2000. However,

(1) sections 378.6 to 378.11 of the said Act apply to a taxable supply by
way of sale of

(a) aresidential complex or an interest in a residential complex to a person
who is not a builder of the complex, or of a residential complex or an addition
to a residential complex to a person who is, otherwise than by reason of
section 220 of the said Act, a builder of the complex or addition, as the case
may be, only if the construction or last substantial renovation of the complex
or addition, as the case may be, began after 27 February 2000, and

(b) a residential complex or an addition to a residential complex that is
deemed to be made to a person who has converted an immovable for use as a
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residential complex or an addition to a residential complex and is, as a result,
deemed under section 220 of the said Act to be a builder of the complex or
addition, only if the construction or alteration necessary to effect the conversion
began after 27 February 2000 ; and

(2) sections 378.12 and 378.13 do not apply to exempt supplies made
before 28 February 2000.

(3) In addition, where

(1) sections 378.7, 378.9 and 378.11 of the said Act apply to a taxable
supply by way of sale of

(a) aresidential complex or an interest in a residential complex to a person
who is not a builder of the complex, made under an agreement in writing
entered into before 15 March 2000 and under which the transfer of ownership
occurs before that date, the references to “$200,000, <“$225,000” and “$5,642”
in those sections shall be read as references to “$175,000”, “$200,000” and
“$4,937”, respectively, and

(b) aresidential complex or an addition to a residential complex to a person
who is, otherwise than because of section 220 of the said Act, a builder of the
complex or addition, as the case may be, and whose permit in respect of the
construction or substantial renovation was issued before 15 March 2000, the
references to “$200,0007, ©“$225,000” and “$5,642” in those sections shall be
read as references to “$175,000”, “$200,000” and “$4,937”, respectively ;

(2) sections 378.7, 378.9 and 378.11 of the said Act apply to a taxable
supply by way of sale of a residential complex or an addition to a residential
complex that is deemed to be made to a person who has converted an immovable
to use as a residential complex or an addition to a residential complex and who
is, as a consequence, deemed under section 220 of the said Act to be a builder
of the immovable or addition and the construction or alteration necessary to
effect the conversion began before 15 March 2000, the references to “$200,000”,
“$225,000” and “$5,642” in those sections shall be read as references to
“$175,0007, “$200,000” and “$4,937”, respectively; and

(3) section 378.13 of the said Act applies to an exempt supply made before
15 March 2000, the references to “$50,000” and “$56,250” in that section
shall be read as references to “$43,750” and “$50,000”, respectively.

(4) Where, in order to satisfy the condition under paragraph 1 of section
378.16 of the said Act in respect of a rebate, a person would have to file an
application for the rebate before the particular day that is two years after the
day on which this Act is assented to, the person shall, despite that paragraph,
have until the particular day to file the application.

337. (1) Section 380.1 of the said Act is amended by replacing “or the
Yukon Territory” by “, the Yukon Territory or Nunavut,”.
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(2) Subsection 1 has effect from 1 April 1999.

338. (1) Section 402.15 of the said Act, enacted by section 363 of chapter 53
of the statutes of 2001, is amended by adding the following paragraph after
paragraph 3:

“(4) an amount of tax under section 16 that was payable or was deemed
under any of sections 223 to 231.1 to have been paid by a trust in respect of a
taxable supply to the trust of a residential complex, an addition to a residential
complex or land if, in respect of that supply, the trust was entitled to claim any
rebate under subdivision IV.2 of subdivision 3 of Division I of Chapter VII or
would be so entitled after paying the tax payable in respect of that supply.”

(2) Subsection 1 has effect from 28 February 2000.

339. (1) Section 417 of the said Act is amended by replacing the portion
before subparagraph 1 of the first paragraph by the following:

“41'7. The Minister shall cancel the registration of a person who is a
small supplier who, as the case may be, does not carry on a taxi business, does
not engage in the retail sale of tobacco, does not make supplies of alcoholic
beverages or is not referred to in section 407.5 where”.

(2) Subsection 1 has effect from 1 October 1999.

340. (1) Section 423 of the said Act, amended by section 365 of chapter 53
of the statutes of 2001, is again amended by inserting the following paragraph
after paragraph 2:

“(2.1) the supplier and the recipient have made an election under section 94
in respect of the supply; or”.

(2) Subsection 1 applies in respect of supplies made after 4 October 2000.

341. (1) The said Act is amended by inserting the following section after
section 424 :

“424.1. Where a person makes a taxable supply that gives rise to an
account receivable and at any time the person supplies by way of sale or
assignment the debt, for the purposes of section 20 of the Act respecting the
Ministere du Revenu (chapter M-31) and sections 428 to 436.1, the following
rules apply:

(1) the person is deemed to have collected, at that time, the amount, if any,

of the tax in respect of the taxable supply that was not collected by the person
before that time ; and
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(2) any amount collected by any person after that time on account of the tax
payable in respect of the taxable supply is deemed not to be an amount
collected as or on account of tax.

For the purposes of section 24.1 of that Act, the amount of the tax in respect
of the taxable supply that gave rise to the account receivable and that is the
subject of the sale or assignment is deemed not to be an amount of duties
which must be paid to the Minister in accordance with a fiscal law.

This section does not apply where the person who makes a taxable supply
that gives rise to an account receivable is not required to collect the tax
payable in respect of that supply by reason of the application of the second
paragraph of that section 422.”

(2) Subsection 1 applies in respect of any supply of a debt the ownership of
which is transferred under the agreement for the supply after 10 December
1998.

342. (1) Section 427.1 of the said Act is repealed.

(2) Subsection 1 applies in respect of supplies made after 31 December
2000.

343. (1) Section427.3 of the said Act, amended by section 368 of chapter 53
of the statutes of 2001, is again amended

(1) by replacing the portion before paragraph 1 by the following:

“427.3. The Minister may, on the application of a person who is
registered under Division I, authorize the person to use, on or after a particular
day in a fiscal year of the person and subject to such conditions as the Minister
may from time to time specify, a certificate (in this division referred to as a
“shipping certificate”) for the purposes of section 179.1, where it can reasonably
be expected”;

(2) by replacing “that section” in paragraph 1 by “section 179”.

(2) Subsection 1 has effect from 1 January 2001.
344. (1) Section427.5 of the said Act is replaced by the following section:

“427.8. Where the Minister authorizes a registrant to use a shipping
certificate, the Minister shall notify the registrant in writing of the authorization,
its effective date and its expiry date and the number assigned by the Minister

that identifies the registrant or the authorization and that must be disclosed by
the registrant when providing the certificate for the purposes of section 179.1.”
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(2) Subsection 1 applies in respect of any authorization granted to a person
after 31 December 2000, whether on the first application of the person or on
the renewal of an authorization previously granted.

345. (1) Section 431.1 of the said Act is amended

(1) by replacing subparagraph 1 of the first paragraph by the following
subparagraph:

“(1) the person is, during the reporting period, a financial institution
described in the third paragraph or a person related to such a financial
institution ; or”;

(2) by replacing the second and third paragraphs by the following
paragraphs:

“The first paragraph does not apply in respect of a person, other than a
person referred to in subparagraph 1 of the first paragraph during the reporting
period, where the person is a charity during the reporting period or all or
substantially all of the supplies made by the person during the two fiscal years
immediately preceding the particular fiscal year, other than supplies of financial
services, are taxable supplies.

The financial institutions to which this section refers are the persons to
whom the definition of “listed financial institution” in section 1 applies,
excluding any person to whom paragraphs 3, 8 and 10 of that definition

apply.”
(2) Subsection 1 has effect from 1 July 1996.

346. (1) The said Act is amended by inserting the following sections after
section 457.3, enacted by section 383 of chapter 53 of the statutes of 2001 :

“457.4. Where a registrant has received a supply of property, except a
zero-rated supply, other than the zero-rated supply included in section 179.1,
from a supplier to whom the registrant has provided a shipping certificate,
within the meaning of section 427.3, for the purposes of that supply and an
authorization of the registrant to use the certificate was not in effect at the time
the supply was made or the registrant did not ship the property outside Québec
in the circumstances described in paragraphs 2 to 4 of section 179, the
registrant shall, in determining the net tax for the reporting period of the
registrant that includes the earliest day on which tax in respect of the supply
became payable or would have become payable if the supply were not a zero-
rated supply, add an amount equal to interest, at the rate prescribed under
section 28 of the Act respecting the Ministere du Revenu (chapter M-31) plus
4% per year compounded daily, on the total amount of tax in respect of the
supply that was payable or would have been payable if the supply were not a
zero-rated supply, computed for the period beginning on that earliest day and
ending on the day on or before which the return under section 468 for that
reporting period is required to be filed.
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“4537.3. Where an authorization granted to a registrant to use a shipping
certificate, within the meaning of section 427.3, is deemed to have been
revoked under section 427.7 from the day after the last day of a fiscal year of
the registrant, the registrant shall, in determining the net tax for the first
reporting period of the registrant following that year, add the amount determined
by the formula

A X B/12.
For the purposes of the formula,

(1) A is the product obtained when 7.5% is multiplied by the total of all
amounts each of which is consideration paid or payable by the registrant for a
supply made in Québec of an item of inventory acquired by the registrant in
the year that is a zero-rated supply only because it is referred to in section
179.1, other than a supply in respect of which the registrant is required under
section 457.4 to add an amount in determining net tax for any reporting
period; and

(2) B is the total of 4% and the rate of interest prescribed under section 28
of the Act respecting the Ministére du Revenu (chapter M-31), expressed as a
percentage per year, that is in effect on the last day of that first reporting
period.

“4537.6. Where a registrant has received a supply of property, except a
zero-rated supply, other than the zero-rated supply included in section 179.2,
from a supplier to whom the registrant has provided a shipping distribution
centre certificate, as defined in section 350.23.7, for the purposes of that
supply and an authorization of the registrant to use the certificate was not in
effect at the time the supply was made or the property was not acquired by the
registrant for use or supply as domestic inventory or as added property, as
those expressions are defined in section 350.23.1, in the course of commercial
activities of the registrant, the registrant shall, in determining the net tax for
the reporting period of the registrant that includes the earliest day on which
tax in respect of the supply became payable or would have become payable if
the supply were not a zero-rated supply, add an amount equal to interest, at the
rate prescribed under section 28 of the Act respecting the Ministére du Revenu
(chapter M-31) plus 4% per year compounded daily, on the total amount of tax
in respect of the supply that was payable or that would have been payable in
respect of the supply if the supply were not a zero-rated supply, computed for
the period beginning on that earliest day and ending on the day on or before
which the return under section 468 for that reporting period is required to be
filed.

“457.9. Where an authorization granted to a registrant under section
350.23.7 is in effect at any time in a fiscal year of the registrant and the
shipping revenue percentage of the registrant, as defined in section 350.23.1,
for that year is less than 90% or the circumstances described in paragraph 1 or
2 of section 350.23.11 exist in respect of the year, the registrant shall, in
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determining the net tax for the first reporting period of the registrant following
the year, add the amount determined by the formula

A x B/12.
For the purposes of the formula,

(1) A is the product obtained when 7.5% is multiplied by the total of all
amounts each of which is consideration paid or payable by the registrant for a
supply made in Québec of property acquired by the registrant in the year that
is a zero-rated supply only because it is referred to in section 179.2, other than
a supply in respect of which the registrant is required under section 457.6 to
add an amount in determining net tax for any reporting period ; and

(2) B is the total of 4% and the rate of interest prescribed under section 28
of the Act respecting the Ministere du Revenu (chapter M-31), expressed as a
percentage per year, that is in effect on the last day of that first reporting
period.”

(2) Subsection 1 applies in respect of supplies made after 31 December
2000.

347. (1) Section 677 of the said Act, amended by section 311 of chapter 51
of the statutes of 2001, by section 385 of chapter 53 of the statutes of 2001, by
section 174 of chapter 9 of the statutes of 2002 and by section (insert the
number of the section in Bill 100 that amends section 677 of the Act respecting
the Québec sales tax) of chapter (insert the chapter number of Bill 100) of the
statutes of (insert the year of assent to Bill 100), is again amended by inserting
the following subparagraph after subparagraph 38 of the first paragraph:

“(38.1) determine, for the purposes of section 378.4, the prescribed
residential units;”.

(2) Subsection 1 has effect from 28 February 2000.

ACT TO AMEND THE TAXATION ACT, THE ACT RESPECTING
THE QUEBEC SALES TAX AND OTHER LEGISLATIVE PROVISIONS

348. (1) Section 551 of the Act to amend the Taxation Act, the Act
respecting the Québec sales tax and other legislative provisions (1995,
chapter 63), amended by section 381 of chapter 14 of the statutes of 1997, by
section 769 of chapter 85 of the statutes of 1997 and by section 299 of
chapter 39 of the statutes of 2000, is again amended by inserting “, Nunavut”
after “Yukon Territory” in subparagraph 2 of the third paragraph.

(2) Subsection 1 has effect from 1 April 1999.
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ACT TO AGAIN AMEND THE TAXATION ACT, THE ACT
RESPECTING THE QUEBEC SALES TAX AND OTHER LEGISLATIVE
PROVISIONS

349. (1) Section 293 of the Act to again amend the Taxation Act, the Act
respecting the Québec sales tax and other legislative provisions (2001,
chapter 53) is amended by replacing “2001” in subsection 2 by “2003”.

(2) Subsection 1 has effect from 1 January 1997.

330. (1) Section 295 of the said Act is amended by replacing “2001” in
subsection 2 by “2003”.

(2) Subsection 1 applies in respect of supplies made after 31 December
1997.

3531. This Act comes into force on (insert the date of assent to this Act).
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