








Preface

At the time of the May 23, 1985 Budget the federal government
announced its intention to routinely separate technical income tax
amendments from major policy measures introduced at Budget
time. Bill C-72, reproduced in this Special Release, represents the
first such endeavour, and as such has been identified as the 1985
“Technical Bill”. A bill implementing the 1985 Budget proposals,
likely to be known as the 1985 “Budget Bill”, is yet to be intro-
duced.

The amendments proposed in Bill C-72 implement and appear to
be identical to the Ways and Means Motion relating to income tax
tabled in the House of Commons on September 9, 1985. The Sep-
tember Ways and Means Motion was a consolidation and revision
of draft amendments tabled in Ways and Means Motions in Janu-
ary and May of this year. Review by the House of Commons
Standing Committee on Finance, Trade and Economic Affairs and
input from interested persons led to adjustments (primarily techni-
cal) which were incorporated into the September Motion. (The
most significant of these changes have been identified in a De Boo
Special Relase dated September 9, 1985.)

The table of concordance provided in this publication links the
clauses of Bill C-72 (which correspond to those of the September
Ways and Means Motion) to the provisions of the amended legisla-
tion and to the clauses of the January and May Ways and Means
Motions.
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1(1) 2(2) am 1985 et seq 1(1)
2(1) 6(1)(b)(ix)(B) am 1984 et seq 21

(2), (3) 6(6)(a), (b)(i) am 1985 et seq 2(2), 3)
3(1) 7(1.4) new see cl 3(2) 3(2)

(0)) 7(1.5) new see cl 3(3) —

4(1) 10(6) rep 1984 et seq 4(1)
5(1) 12(1)(0)(iv) am see cl 5(7) 5(1)

2) 12(1)(0)(v) am see cl 5(8) 5(2)

3) 12(8) am 1985 et seq 5(3)

4) 12(9.1) new see cl 5(10) 5(4)

(5) 12(11)(a) am 1985 et seq 5(5)

6) 12(11)(b)(iii) new — 5(6)
6(1) 12.2(4.1) new 1985 et seq 6(1)
7(1) 13(7.2) new see cl 7(4) (1)

2), (3) 13(21.1) am see cls 7(5), (6) 7(2), (3)
8 17(1) am — 8
9(1) 18(1)(m)(iv) am see cl 9(6) 9(1)

) 18(1)(m)(v)(A), B) am see cl 9(7) 9(2)

3) 18(3.1)(a) - am see cl 9(8) 9(3)

4 18(6) am see cl 9(9) 9(4)

) 18(7) rep see cl 9(6) 9(5)

10(1) 20(1)(hh) rep 1982 et seq 10(1)
2) 20(DHAD @) am 1985 et seq ¥
3) 20(24), (25) new see cl 10(6) 10(2)

11(1) 21(D(a) am see cl 11(3) 11(1)
2 21(2), (4) am see cl 11(3) 11(2)

Sched I  23(3) am 1985 et seq Sched I

12(1) 24.1 am see cl 12(2) —

13(1) 34(1)(a)-(d) am 1985 et seq 12(1)

14(1) 39(1)(a)(i), (ii.1) am, new  see cl 14(4) —
) 39(1)(c)(vi) am 1984 et seq 13(D)
3) 39(5)(d) am — —

15(1) 40(2)(g)(iii) am 1985 et seq 14(1)

(2) 40(4) am see cl 15(6) 14(2)

3 40(5) am see cl 15(6) 14(3)

4) 40(7) new see cl 15(6) 14(4)

16(1) 42 am 1985 et seq 15(1)
17 44(1.1) am —_ 16
18(1) 45(3), (4) new see cl 18(2) 17(1)
19(1) 47.1(7) am after Sept/83 18(1)

2) 47.1(20)(e) new after Sept/83 18(2)

20(1) 50(2) am 1985 et seq 19(1)




vi Table of Concordance
Clause of
Bill C-72 Section New W&MM of
(and of Sept 9 of Act Repealed Date of May 9/85
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21(1) 51(1) am see cl 21(4) 20(1)
2 51(2)(a) am see cl 21(4) 20(2)
3) S1(2)(f) am see cl 21(4) 20(3)
22(1) 53(1)(e)(vi) rep see cl 22(12) 21(1)
)] 53(D@) am see cl 22(13) 21(2)
3) 53(1)(m)(ii) am after 1984 —
4) 53(1)(n) new see cl 22(15) 21(3)
(5) 53(2)()(i)(B)-(E) am see cl 22(16) 21(4)
(6) 53(2)(c)(ix) new see cl 22(17) 21(5)
@) 53(2)(h)(v) new see cl 22(17) 21(6)
8 53(2)(1)(ii) rep see cl 22(16) 21(7)
©) 53(2)(i)(ix) am see cl 22(18) 21(8)
(10) 53(2)(g)(1) rep see cl 22(16) 21(9)
08))] 53(2)()(ix) am see cl 22(18) 21(10)
23(1) 54(g)(1), (ii) am see cls 23(3), (4) 22
)] 54(g) am see cl 23(5) 22
24(1) 59(1), (1.1), (1.2) am, rep,  see cl 24(9) 23(1), (2)
rep
2 59(2), (2.1) am, rep see cl 24(10) 23(3)
3) 59(3), (3.1) rep see cl 24(9) 23(4)
(G)) 59(3.3)(a) am see cl 24(10) 23(5)
%) 59(3.3)(e), (f) am see ¢l 24(10) 23(6)
6) 59(3.4)(a), (b) am see ¢l 24(11) 23(7)
@) 59(4) rep see cl 24(9) 23(8)
25(1) 60(n) am 1984 et seq 24(1)
2 60(p) am 1984 et seq 24(2)
3) 60(q)() am 1984 et seq 24(3)
(C)) 60(s) new 1982 et seq 24(4)
26 62(1)(g) am 1985 et seq 25
27(1) 65(1)(b), (c), (d) am, new, 1985 et seq 26(1)
new
) 65(2)(a)(ii) am 1985 et seq 26(2)
28(1) 66(3) am 1985 et seq 27(1)
@) 66(4)(b)(1i)(C) am see cl 28(19) 27(2)
3 66(6) am see cl 28(20) 27(3)
4 66(6)(b)(i) am see cl 28(19) 27(4)
Sched 2 66(6)(b)(iii)(A) am see cl 24(10) Sched 2
28(5) 66(7) am see cl 28(20) 27(5)
©6) 66(7)(b)() am see cl 28(19) 27(6)
Sched 2 66(7)(b)(iii)(A) am see cl 24(10) Sched 2
28(7) 66(8)(e) am see cl 28(19) 27(7)
8) 66(9)(e) am see cl 28(19) 27(8)
(&) 66(11.1)(d) am see cl 28(19) 27(9)
(10) 66(11.1)(H)(1) am see cl 28(19) 27(10)
(1) 66(11.2) am see cl 28(19) 27(11)
(12) 66(12.1) am see cl 28(19) 27(12)
(13) 66(12.4) am 27(13)

see ¢l 28(19)
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(14) 66(15)(b)(v.1) am see cl 28(19) 27(14)
(15) 66(15)(c) am see cl 28(21) 27(15)
(16) 66(15)(c)(vii) am see cl 28(19) 27(16)
W) 66(15)(e)(v) am see cl 28(19) 27(17)
29(1) 66.1(3) am 1985 et seq 28(1)
2) 66.1(4) am see ¢l 29(10) 28(2)
3) 66.1(4)(b)(1) am see ¢l 29(11) 28(3)
Sched 2 66.1(4)(b)(iii)(A) am see cl 24(10) Sched 2
29(4) 66.1(5) am see cl 29(10) 28(4)
(5) 66.1(5)(b)() am see cl 29(11) 28(5)
Sched 2 66.1(5)(b)(iii)(A) am see cl 24(10) Sched 2
29(6), (7) 66.1(6)(a)(iii) am see ¢l 29(12) 28(6)
8) 66. 1(6)(a)(iii. 1) am see cl 29(12) 28(8)
30D 66.2(3) am see cl 30(10) 29(1)
2 66.2(3)(a)(ii) am see cl 30(11) 29(2)
Sched 2 66.2(3)(b)(ii)(A) am see cl 24(10) Sched 2
30(3) 66.2(4) am see cl 30(10) 29(3)
4 66.2(4)(a) am see cl 30(12) 29(4)
®)) 66.2(4)(a)(ii) am see cl 30(11) 29(5)
Sched 2 66.2(4)(b)(ii)(A) am see cl 24(10) Sched 2
30(6) 66.2(5)()(i)E) new see cl 30(13) 29(6)
@) 66.2(5)(a)(iii) am see ¢l 30(11) 29(7)
(8) 66.2(5)(b)(v) am see cl 30(14) 29(8)
©)] 66.2(7) am see cl 30(11) 29(9)
3D 66.4(3) am see cl 31(9) 30(1)
2 66.4(3)(a)(ii) am see cl 31(10) 30(2)
Sched 2 66.4(3)(b)(ii)(A) am see cl 24(10) Sched 2
31(3) 66.4(4) am see cl 31(9) 30(3)
4 66.4(4)(a)(1) am see cl 31(11) 30(4)
(5) 66.4(4)(a)(ii) am see cl 31(10) 30(5)
Sched 2 66.4(4)(b)(i))(A) am see cl 24(10) Sched 2
31(6) 66.4(5)(a)(i) am see cl 31(10) 30(6)
@] 66.4(5)(b)(v) am see cl 31(12) 30(7)
(8) 66.4(5)(c) new see cl 31(10) 30(8)
32(1) 69(2), (3) am see cl 32(4) 31(D)
2 69(8) am 1978 et seq 31(2)
3) 69(9) am 1978 et seq 31(3)
33(1) 70(2) am 1985 et seq 32(1)
(2) 70(3.1) am see ¢l 33(23) 32(2)
3) 70(5)(c)-(e) am see cl 33(24) 32(3)
4 70(5.1) am see cl 33(24) 32(4)
®) 70(5.2)(a), (b) am, rep see cl 33(25) 32(5), (6)
6) 70(5.2)(d) am see ¢l 33(26) 32(7)
) 70(5.2)(f) am see ¢l 33(26) 32(8)
(8) 70(5.3) am see cl 33(27) 32(9)
9 70(5.4)(e), () am see cl 33(24) 32(10)
(10) 70(5.4)(g)(1) am see cl 33(24) 32(11)
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(1) 70(5.4)(g)(ii) am see cl 33(26) 32(12)
(12) 70(6) am see cl 33(24) 32(13)
(13) 70(6) am see cl 33(26) 32(14)
(14) 70(6)(f) rep see cl 33(24) 32(15)
(15) 70(9) am see cl 33(26) 32(16)
(16) 70(9.1) am 1984 et seq 3(17)
(17) 70(9.2) am see cl 33(26) 32(18)
(18) 70(9.4) am see cl 33(26) 32(19)
(19) 70(9.5)(d)(iv) am — 32(20)
(20) 70(9.5)(f) am — 3221
@n 70(9.7)(b) am see cl 33(29) 32(22)
34(1) 72(2)(a)(iii)(C),(D) am see cl 34(2) 33(1)
35(1) 73(3)(a)-(b.1) am see cl 35(7) 34(1)-(3)
2 73(3)(d) am see ¢l 35(7) 34(4)
3) 73(4)(a) am see cl 35(7) 34(5)
“ 73(4)(c) am see ¢l 35(7) 34(6)
5) 73(5)(a) am see cl 35(7) 347
6) 73(5)(b) am see cl 35(7) 34(8)
36(1) 75(3) new 1982 et seq 35(1)
37(H 80(1)(d) am see cl 37(5) 36(1)
2 80(1)(g), (h) new see ¢l 37(5) 36(2)
3 80(3) am see ¢l 37(6) 36(3)
) 30(4) new see cl 37(5) 36(4)
38(D) 80.4(1)(a) am — 37(1)
2 80.4(1) am 1984 et seq 37(2)
3 80.4(2)(d) am — 37(3)
39(1) 81(1)g. 1), (g.2), am, am, 1984 et seq 38(1)
(8-3) rep
40 84(9) new — 39
41(1) 85(1) am see cl 41(3) 40(1)
2 85(2)(a) am see cl 41(3) 40(2)
42(1) 87(1.2), (1.3) am, rep see cl 42(7) 41(1), (2)
(2 87(1.4) am see cl 42(7) 41(2), (3)
3) 87(2)(b) am see cl 42(8) 41(4)
“) 87(2)(v) am see cl 42(9) 41(5)
(5 87(2)(mm) rep see cl 42(9) 41(6)
6) 87(2)(00) new see cl 42(10) 41(7)
43(1) 88(1)(a)(i) am see cl 43(12) 42(1)
(@3] 88(1)(e.6)(i) am 1984 et seq 42(2)
3) 88(1)(e.8) new see cl 43(14) 42(3)
O] 88(1.1) am see cl 43(15) 42(4)
5) 88(1.1)(d), (d.1) am, new  see cl 43(15) 42(5)
6) 83(1.1)(e)(i) am see cl 43(16) 42(6)
)] 88(1.1)(e)(ii)(B) am see cl 43(17) 427
®) 83(1.4) am see cl 43(18) 42(8)
(O] 88(1.5) new see cl 43(18) 42(9)
(10) 88(2) am see cl 43(18) 42(10)
(11 88(2.1)(c) am see cl 43(18) 42(11)
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(and of Sept 9 of Act Repealed Date of May 9/85
W&MM) Affeeted Amended Application (or Jan 30/85%)
44(1) 89(1)(b.1) am after Nov 12/81 43
45 94(1)(b)(i) am — —
148 94.1 applic am see cl 148 below 117
46 94.1(1)(F)(ii) am —_— 44
47(1) 95(1)(H)(ii) am see cl 47(2) 45(1)
48(1) 96(1)(d) am see cl 48(2) 46(1)
Sched I 96(3) am 1985 et seq Sched 1
49(1) 97(2) am see cl 49(2) —
50(1) 104(4) am see cl 50(8) 47(1)

2) 104(5) am see cl 50(8) 47(2)

3) 104(5.2) new see cl 50(8) 47(3)

4 104(18) am 1985 et seq 47(4)

(5) 104(2.1) new 1985 et seq 47(5)

(6) 104(23)(d) am 1985 et seq 47(6)

@) 104(26) am 1985 et seq 47(7)
51D 107(4)(a) am see cl 51(2) 48(1)
52(1) 108()(E)(ii), (i) am see cl 52(2) 49(1)
53(1), (2) 109(1)(@), (e) am 1985 et seq 50(1), (2)

(3), (4) 109(3), (5) rep, am 1985 et seq 50(3), (4)
54(1), (2) 110(1)(@), (b), (b.1) am see cl 54(10 51(1), (2)

3) 110(1)(c) am 1985 et seq 51(3)

()] 110(D)(c)(v) am 1985 et seq 51(4)

(®)) 110(D)(c)(xv), (xvi) am, new 1985 et seq S1(5)

(6) 110(1)(e.2) am 1985 et seq 51(6)

) 110(1.2) am 1984 et seq S51(7)

(8) 110(6), (6.1), (7) am, rep, am 1985 et seq 51(8)

(C)] 110(8)(a)(iii) am — 51(9)
55(1) 110.4(6), (6.1) am, new  see cls 55(4), (5)  2(1)*

2) 110.4(7) rep 1982 et seq 52(1)

3) 110.4(8)(a) am 1985 et seq 52(2)
56(1) 110.5 new 1985 et seq 53(1)
57(H 111(5)(a)(@) am see cl 57(5) 54(1)

2) 111(5)(a)(ii)(B) am see cl 57(6) 54(2)

(3), @ 111(8)(a), (b) am 1985 et seq 54(3), (4)
58 112(2.1)(a) am — 55
59(1) 114.2 new 1985 et seq 56(1)
60(1) 115(1)(a)(iii.3) am see ¢l 60(6) 57(1)

(2) LI5(1)(b)(v)(B), (B.1) am, rep see cl 60(6) 57(2)

(3) 115(1)(d) am see ¢l 60(7) 57(3)

@), (5) 115(4), (4)(b) am see cl 60(6) 57(4), (5)
6I(D), (2) 116(5.1), (5.2) am see cl 61(3) 58(1), (2)
62(1) LI7(1)-(5.1) rep — 59(1)

(2) 117(6) am 1984 et seq 59(2)
63(1) 117.1(1)(e) am 1985 et seq 60(1)

2) 117.1(6) am 1984 et seq 60(2)

3) 117.1(7.1) rep 1985 et seq 60(3)
64(1), (2) 119(9), (10) am 1985 et seq 61(1), (2)
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(and of Sept 9 of Act Repealed Date of May 9/85

W &MM) Affected Amended Application (or Jan 30/85%)
65(1) 120(3.1) am 1984 et seq 62(1)
66(1), (2) 122(1), (3) am, rep 1985 et seq 63(1), (2)
67(1) 122.1 rep 1985 et seq 64(1)
68(1) 122.3(1)(d) am 1985 et seq 65(1)
69(1) 123.1-123.5 rep 1985 et seq 66(1)
70(1) 125.1(3)(b)(vi), am, 1985 et seq 67(1)

(vi.1), (vi.2) am, new

71(1) 126(1)(b)(ii)(A) am 1985 et seq 68(1)

2 126(2.1)(a)(i1)(A) am 1985 et seq 68(2)
72(1) 127(3.2)(c) am — —

(2), (3), 127(6)(a), (b), am 1985 et seq 69%(1), (2),

4) ) 3)

(5) 127(7)-(%9) am 1985 et seq 69(4)

(6) 127(10)~(10.4), (10.5) am, rep 1985 et seq 69(5)

@) 127(11), (11.1), am, am, 1985 et seq 69(6)

(11.2) rep

®) 127(12.1), (12.2) am 1985 et seq 69%(7)
73(1), (2) 127.1(2)(a), (d) am " 1985 et seq 70(1), (2)
74(1) 129(4)(a)(ii) am see cl 74(3) 71(1)

(2) 129(4.3) am after Nov 12/81 71(2)
75(1) 130.1(4.1) new see cl 75(3) 72(1)

2) 130. 1(6)(f)(ii)(B) am —_ —
76(1) 131(6)(c) rep 1985 et seq 73(1)
77 133(7.3), (7.4)-(7.6) am, rep —_ 74
78(1) 134 am after 1984 75(1)
79(1) 136(1) am 1985 et seq 76(1)
80(1) 137(7) am 1985 et seq 77(1)
81(1) 137.1(3)(a) am 1983 et seq 78(1)

2) 137.1(4)(e) am 1983 et seq 78(2)
82(1) 146(5.4)(a) am 1984 et seq 79(1)

2) 146(8.3) am see cl 82(4) 79(2)
83(1) 148(2)(b) am see cl 83(6) 80(1)

2 148(9)(a)(iv) am 1982 et seq 80(2)

3) 148(9)(c)(x) new see cl 83(8) 80(3)

4 148(9)(d) rep —_— —

(5) 148(9)(e.3) new —_ —
84(1) 149(10)(b) am see cl 84(2) 81(1)
85(1) 150¢1)(d) am — 82(1)

2) 150(4) am 1985 et seq 82(2)
86(1) 152(1)(b) am 1983 et seq 83(1)

(¥3) 152(1.1) am — 83(2)
87(1) 153(1)(d) am 1985 et seq 84(1)

2 153(1)(o) new — 84(2)
88(1) 157(1) am 1986 et seq 85(1)

) 157(1)(b)(i) am 1985 et seq 85(2)

3) 157(1)(b)(ii) am 1986 et seq 85(3)

()] 157(2) am 1986 et seq 85(4)

(5) 157(3) am 1986 et seq 85(5)
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Bill C-72 Section New W&MM of
(and of Sept 9 of Act Repealed Date of May 9/85
W& MM) Affected Amended Application (or Jan 30/85%)
89(1) 158 am see cl 89(2) 3(D*
90(1) 159(1) am see cl 90(3) 4(1)*
€))] 159(2), (3) am — 86(1)
()] 159(7) am — 86(2)
147 161(1), (3) applic am see cl 147 below
91(1), (2) 161(2), (4.D)(a) am — 87(1), (2)
3 161(7)(b) am see cl 91(4) 87(3)
92 163(2.1) am — 89
93(h) 164(1)(a) am — 5(H)*
2 164(1.1)-(1.3) new see cl 93(13) 5(2)*
3, M,
(9) [French version only]
@  16403) am seecl 9314y | @*
1 90(1)
5) 164(3.1)(b) am — 90(2)
(6) 164(4) am see cl 93(15) 5(5)*
8) 164(4.1)(d), (e) am after Feb 15/84 20(3)
(10) 164(5) am see ¢l 93(17) 90(4)
(1D 164(5.1) new see cl 93(18) 5(N*
(12) 164(7) new see cl 93(18) 5(7)*
94 179 am —_ 91
95(1) 179.1 new see cl 95(2) 6(1)*
96 180(1)(a) am — 92
97(1) 181(2)(b) am see cl 97(2) 93(1)
98(1) 182(2), (3) am see cl 98(2) 94(1)
99(1) 185(2), (3) am after 1984 { g(s?l’;
100 186(3) rep — 96
101(1) 187(2), (3) am see cl 101(2) 97(1)
102(1) 189(7), (8) am, new  see cl 102(2) 98(1)
103(1) 192(2)(a)(ii) am 1985 et seq 99(1)
2 192(10) am 1985 et seq 99(2)
104(1) 193(3) am — 100(1)
()] 193(4) am 1986 et seq 100(2)
105(1) 194(2)(a)(i1)(A) am 1985 et seq 101(1)
106(1) 195(3) am — 102(1)
2 195(4) am 1986 et seq 102(2)
107 202(5) am — 103
108 204.4(2)(a)(viii)(B) am — —
109 208(1), (1.1), B am, new, 1985 et seq 104
am
110 212(D(h)(vi), G.1) am see cl 110(3) 105
111(1) 219(3) am — 106
(3] 219(7)(b) am — —
112 219.2 new 1985 et seq 107
113 220(4.1), (4.2) am, new  — 8*
114 223(1) am — 9%

115 225(1) am — 10%*
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Clause of
Bill C-72 Section New W&MM of
(and of Sept 9 of Act Repealed Date of May 9/85
W &M M) Affected Amended Application (or Jan 30/85*)
116(1) 225.1, 225.2 new see cl 116(2)—(6) 11(1)*
117D, (2) 227(7), (10), (10.1) am, am,  after 1984 12(1), (2)*
new
118 228 am — —
119(1) 230(6) am after July 18/83 108(1)
120 232(8) am — 109
121(1) 244(14) am — 13(1)*
122(1) 248(1):
“Canadian resource
property”, “death
benefit”, foreign
resource property’”’; am see cl 122(6) 110(1)
2) ‘“Canadian develop-
ment expense”’,
“Canadian explo-
ration and devel-
opment expenses”,
“Canadian explora-
tion expense”,
“foreign explora-
tion and devel-
opment expenses’’,
“investment tax
credit”, “life
insurance policy”,
“life insurance
policy in Canada”,
“tar sands”, “un-
depreciated capital
cost” new see cl 122(7), (8)  110(2)
3 “taxable Canadian
property”, para (a) am see cl 122(7) 110(3)
4 “term preferred
share”, subpara
) (i) am see cl 122(9) 110(4)
%) 248(7), (8) new see cl 122(10), (11) 110(5)
(5) 248(9) new see cl 122(11) —
123(1) 250(5) new see cl 123(2) 111(D)
124(1) 252(1) am 1985 et seq 112(1)
125(1) 258(2)(a) am after Nov 16/78 113(1)

126 [French version only]
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Clause of
Bill C-72 Section New W&MM of
(and of Sept 9 of Act Repealed Date of May 9/85
W&MM) Affected Amended Application (or Jan 30/85%)
127 10(1)-(3) rep — 115(1)
128(1) 11(1)~(3) rep — 115(2)
2 11(4) rep 1985 et seq 115(3)
129 22 rep — 115(4)
130 23(1), (2) rep — 115(4)
131(1) 26(2) rep — —
2) 26(3)(c)(@) am see ¢l 131(5) 115(5)
3) 26(8)(e) am after Sept/83 115(6)
4 26(18)(c) am see cl 131(7) 115(7)
132 27, 28 rep — 115(8)
133(1) 29(25) am see cl 133(8) 115(9)
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Bill C-72 1

Ist Session, 33rd Parliament, 33-34 Elizabeth II, 1984-85

THE HOUSE oOF COMMONS OF CANADA

BILL C-72

An Act to amend the statute law relating to income tax and to make a related amendment to the
Tax Court of Canada Act

Her Majesty, by and with the advice and (A) that was, throughout the
consent of the Senate and House of Com- period, available for his occupancy
mons of Canada, enacts as follows: and not rented by him to any other

person, and
PART 1 (B) to which, by reason of distance,

he could not reasonably be expect-
ed to have returned daily from the

RS. 1952, c. INCOME TAX ACT

148; 1970-71- special work sile, or
Dc Sn 0, (ii) a location at which, by virtue of
cc. 14,29, 30, its remoteness from any established
44,45, 49, 51 community, the taxpayer could not
;27;'0"5:6# reasonably be expected to establish
';#_;;ﬁ and maintain a self-contained domes-
e b tic establishment,
R if the period during which he was
1978.79,c. 5. required by his duties to be away from
T his principal place of residence, or to be
cc. 40, 47,48, at the special work site or location, was
HN A not less than 36 hours; or”
& 1,19,31,45 (3) Subparagraph 6(6)(b)(i) of the said
Act is repealed and the following substituted
(1) Subs ) therefor:
1. Subsection 2(2) of the Income Tax “(i) hi - .
N | . i) his principal place of residence
&i’réio':l’“lm and the following substituted and the special work sile referred to
' in subparagraph (a)(i), or"
Taxable income *(2) The taxable income of a taxpayer ; i i
defined . e (4) Subsection (1) is applicable to the
for a taxation year is his income for the 1984 and subsequent taxation years.
year plus the additions and minus the . '
deductions permitied by Division C." (5) Subsections (2) and (3) are applicable
to the 1985 and subsequem taxation years.
(2) Subsection (1) is applicable to the 3. (1) Scction 7 of the said Act is amend-
1985 and subsequent taxation years. ¢d by adding thereto, immediately after sub-
2. (1) Clause 6(1)(b)(ix)(B) of the" the s.ection (1.3) thereof, the following subsec-
said Act is repealed and the following sub- tons:
stituted therefor: Rules where **(1.4) For the purposes of this section,
“(B) the school the child attends o hanged where a taxpayer exchanges rights that he

has acquired under an agreement referred
to in this section (in this subsection
referred to as an “‘exchanged option”) on
an amalgamation or merger of two or
more corporations and receives no con-
sideration for the disposition of the

primarily uses that language for
instruction and is not farther from
that place than the community
nearest to that place in which there
is such a school having suitable

boarding facilities; exchanged option other than rights under

an agreement of the corporation resulting

from the amalgamation or merger to issue

(2) Paragraph 6(6)(a) of the said Act is or sell to the taxpayer shares of its capital
repealed and the following substituted stock or of the capital stock of a corpora-
therefor: tion with which it does not deal at arm’s

length (in this subsection referred to as a

"(a) his board and lodging for a period “new option™), the following rules apply:

at
(i) a special work site, being a loca- (a) the taxpayer shall be deemed not to
tion at which the duties performed by have disposed of the exchanged option
him were of a temporary nature, if he and not to have acquired the new option;
maintained at another location a self- (b) the new option shall be deemed to
contained domestic establishment as be the same option as, and a continua-

his principal place of residence tion of, the exchanged option; and
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(c¢) the amalgamated or merged corpo-
ration shall be deemed to be the same
corporation as, and a continuation of,
each predecessor corporation.

(1.5) For the purposes of subsection
(1.1), where, in circumstances where sub-
section 85.1(1) or 87(4) apply, a taxpayer
acquires shares of a Canadian corporation
(in this subsection referred to as “new
shares”) in exchange for shares of a
Canadian corporation acquired under an
agreement referred to in subsection (1.1)
(in this subsection referred to as
“exchanged shares"), the following rules
apply:

(a) the taxpayer shall be deemed not to
have disposed of the exchanged shares
and not to have acquired the new shares;
(b) the new shares shall be deemed to
be the same shares as, and a continua-
tion of, the exchanged shares:
(c) the purchaser (within the meaning
assigned by section 85.1) or the new
corporation  (within the meaning
assigned by section 87), as the case may
be, shall be deemed to be the samec
corporation as, and a continuation of,
the corporation that issued the
exchanged shares; and

(d) where the exchanged shares were

issued under an agreement, the new

shares shall be deemed to have been
issued under that agreement,"

(2) Subsection 7(1.4) of the said Act, as
enacted by subsection (1), is applicable with
respect to rights acquired on an amalgama-
tion or merger occurring after 1984,

(3) Subsection 7(1.5) of the said Act, as
enacted by subsection (1), is applicable with
respect to shares acquired on an amalgama-
tion. merger or share for share exchange
occurring after 1984,

4, (1) Subsection 10(6) of the said Act is
repealed.

(2) Subsection (1) is applicable to the
1984 and subsequent taxation years.

5. (1) Subparagraph 12(1)(0)(iv) of the
said Act is repealed and the following sub-
stituted therefor:

“(iv) the acquisition, development or.

ownership of a Canadian resource
property, or”

(2) Subparagraph 12(1)(0)(v) of the said
Act is repealed and the following substituted
therefor:

“(v) the production in Canada
(A) of petroleum, natural gas or
related hydrocarbons from an oil or
gas well,
(B) to any stage that is not beyond
the prime metal stage or its equiva-
lent, of metal or minerals (other

Accrued
interest may be
included in
income

Exception for

in
debt obligation

“investment
contract”
wonral de
Pplacements

certain interests |

than iron or petroleum or related
hydrocarbons) from a mineral
resource,

(C) to any stage that is not beyond
the pellet stage or its equivalent, of
iron from a mineral resource, or

(D) to any stage that is not beyond
the crude oil stage or its equivalent,
of petroleum or related hydrocar-
bons from tar sands from a mineral
resource,

situated oh property in Canada in which
the taxpayer had an interest with
respect to which the obligation imposed
by statute or the contractual obligation,
as the case may be, applied;”

(3) Subsection 12(8) of the said Act is
repealed and the following substituted
therefor:

“(8) Where a taxpayer (other than a
taxpayer to whom subsection (3) applies)
who holds an interest in a debt obligation
elects in his return of income under this
Part for a taxation year, he shall, in com-
puting his income for the year and each
subsequent taxation year during which he
holds an interest in the debt obligation,
include the interest accrued to him on the
debt obligation to the end of the year to
the extent that it was not otherwise includ-
ed in computing his income for the year or
any preceding taxation year.”

(4) Section 12 of the said Act is further
amended by adding thereto, immediately
after subsection (9) thereof, the following
subsection:

*(9.1) Where a taxpayer disposes of an
interest in a debt obligation that, by virtue
of paragraph 7000(1)(b) of the Income
Tax Regulations, is a prescribed debt obli-
gation for the purposes of subsection (9),
such portion of the proceeds of the disposi-
tion received by him as may reasonably be
considered to represent a recovery of the
cost to him of the debt obligation shall,
notwithstanding any other provision of this
Act, not be included in computing his
income under this Part.”

(5) Paragraph 12(11)(a) of the said Act is,
repealed and the following substituted
therefor:

“(a) “investment contract”, in relation
to a taxpayer, means any debt obligation
(other than a prescribed contract, an
income bond, an income debenture, a
smalil business development bond or a
small business bond); and”

(6) Paragraph 12(11)(5) of the said Act is
amended by striking out the word *“‘and” at
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the end of subparagraph (i) thereof, by
adding the word “and” at the end of sub-
paragraph (ii) thereof and by adding thereto,
immediately after subparagraph (ii) thereof,
the following subparagraph:

“(iii) the day on which the contract
was disposed of,"”

(7) Subsection (1) is applicable to taxation
years commencing after 1984,

(8) Subsection (2) is applicable with
respect to amounts receivable after 1984.

(9) Subsections (3) and (5) are applicable
to the 1985 and subsequent taxation years.

(10) Subsection (4) is applicable to taxa-
tion years commencing after 1981,

6. (1) Section 12.2 of the said Act is
amended by adding thereto, immediately
after subsection (4) thereof, the following
subsection:

*(4.1) Where not later than 120 days
after the end of a taxation year a taxpayer
revokes an election made under subsection
(4) in respect of his interest in a life
insurance policy or an annuity contract by
notifying the issuer thereof in writing, the
following rules apply for that year and
each subsequent taxation year:

(a) he shall be deemed for the purposes

of subsection (3) not to have made an

election under suhsection (4) in respect
of his interest; and

(b) he is not entitled to make an elec-

tion under subsection (4) in respect of

his interest.”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

7. (1) Section 13 of the said Act is amend-
ed by adding thereto, immediately after sub-
section (7.1) thereof, the following subsec-
tion:

*(7.2) For the purposes of subsection
(7.1), where at a particular time a taxpay-
er who is a beneficiary of a trust or a
member of a partnership has received or is
entitled to receive assistance from a gov-
ernment, municipality or other public au-
thority whether as a grant, subsidy, for-
giveable loan, deduction from tax,
investment allowance or as any other form
of assistance, the amount of the assistance
that may reasonably be considered to be in
respect of, or for the acquisition of, depre-
ciable property of the trust or partnership
shall be deemed to have been received at
that time hy the trust or partnership, as
the case may be, as a$sistance from the
government, municipality or other public
authority for the acquisition of depreciable

property.”

Disposition of 2
building

(2) All that portion of subsection 13(21.1)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(21.1) Notwithstanding subsection (7)
and paragraph 54(h), where at any par-
ticular time in a taxation year a taxpayer
disposed of a building of a prescribed class
and the proceeds of disposition of the
bullding determined without reference to
this subsection are less than the lesser of
the cost amount and the capital cost to the
taxpayer of the building immediately
before its disposition, for the purposes of
clause (21)(/)(iv)(A) and subdivision c,
the following rules apply:"

(3) Paragraph 13(21.1)(a) of the said Act
is repealed and the following substituted
therefor: .

*(a) where in the same taxation year
the taxpayer or a person with whom he
was not dealing at arm’s length disposed
of the land subjacent to, or immediately
contiguous to and necessary for the use
of, the building, the proceeds of disposi-
tion of the building shall be deemed to
be the lesser of
(i) the amount, if any, by which
(A) tbe aggregate of the fair
market value of the building at the
particular time and the fair market
value of the land immediately
before its disposition
exceeds
(B) the lesser of the fair market
value of the land immediately
before its disposition and the
amount, if any, by which the cost
amount to the vendor of the land
(determined without reference to
this subsection) exceeds the aggre-
gate of the capital gains (deter-
mined without reference to sub-
paragraphs 40(1)(a)(ii) and (iii))
in respect of dispositions of the land
within the 3 year period preceding
the particular time by the taxpayer
or by a person with whom he was
not dealing at arm’s length to the
taxpayer or to another person with
whom the taxpayer was not dealing
at arm’s length, and
(ii) the greater of
(A) the fair market value of the

building at the particular time, and
(B) the lesser of the cost amount

and the capital cost to the taxpayer
of the building immediately before
its disposition
and, notwithstanding_any other provi-
sion of this Act, the proceeds of disposi-
tion of the land shall be deemed to be
the amount, if any, by which
(iif) the aggregate of the proceeds of
disposition of the huilding and of the
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land determined without reference to
this subsection
exceeds o
(iv) the proceeds of disposition of the
building as determined under this
paragraph,
and the cost to the purchaser of the land
shall be determined without reference to
this subsection; and™

(4) Subsection (1) is applicable with
respect to property acquired after May 9,
1985 other than property acquired pursuant
to an agreement in writing entered into
before May 10, 1985.

(5) Subsection (2) is applicable with
respect to dispositions occurring after
November 12, 1981 other than dispositions
occurring pursuant to the terms of an agree-
ment in writing entered into on or beforc that
date.

(6) Subsection (3) is applicable with
respect to dispositions occurring after May 9,
1985 other than dispositions occurring pursu-
ant to the terms of an agreement in writing
entered into on or before that date.

8. Subsection 17(1) of the said Act is
repcaled and the following substituted
therefor:

*“17. (1) Where a corporation resident
in Canada has loaned money to a non-resi-
dent person and the loan remained out-
standing for one year or longer without
interest thereon computed at a reasonable
rate having been included in computing
the lender's income, the corporation shall
be deemed to have received, on the last
day of each taxation year during which the
loan wias outstanding, interest on _the loan
at the prescribed rate computed for the
period in the taxation year during which it
was outstanding.”

9. (1) Subparagraph 18(1){(m)(iv) of the
said Act is repealed and the following sub-
stituted therefor:

“(iv) the acquisition, development or

ownership of a Canadian resource
property, or”

(2) Clauses 18(1){(m){v)(A) and (B) of

the said Act are repealed and the folloving
substituted therefor:

*“(A) petroleum, natural gas or
related hydrocarbons from an oil or
gas well in Canada,

(B) metal or minerals (other than
iron or petroleum or related hydro-
carbons) from a mineral resource in
Canada to any stage that is not
beyond the prime metal stage or its
equivalent,

(C) iron from a mineral resource in
Canada to any stage that is not
beyond the pellet stage or its
equivalent, or

Loans made on
condition

(D) petroleum or related hydrocar-
bons from tar sands from a mineral
resource in Canada to any stage
that, is not beyond the crude oil
stage or its equivalent;”

(3) Paragraph 18(3.1)(a) of the said Act
is repealed and the following substituted
therefor:

*(a) no deduction shall be made in
respect of any outlay or expense made
or incurred by the taxpayer, other than
an amount deductible by virtue of para-
graph 20(1)(a) or (aa) or section 37 or
37.1, that may reasonably be regarded
as a cost attributable to the period of
the construction, renovation or altera-
tion of a building and relating to the
construction, renovation or alteration or
a cost attributable to that period and
relating to the ownership during that
period, of land
(i) that is subjacent to the building,
or
(ii) that
{A) is immediately contiguous to
the land subjacent to the building,
(B) is used, or is intended to be
used, for a parking area, driveway,
yard, garden or any other similar
use, and
(C) is necessary for the use or
intended use of the building; and”

(4) Subscction 18(6) of the said Act is
repealed and the following substituted
therefor:

**(6) Where any loan (in this subsection

referred to as the “first Joan™) has been
made
(a) by a specified non-resident share-
holder of a corporation, or
(5) by a non-resident person, or a non-
resident-owned investment corporation,
who was not dealing at arm’s length
with a specified sharcholder of a
corporation,
to another person on condition that a loan
(in this subsection referred to as the
“second loan") be made by any person to a
particular corporation resident in Canada,
for the purposes of subsections (4) and (5),
the lesser of
{c) the amount of the first loan, and
{d) the amount of the second loan
shall be deemed to be a debt incurred by
the particular corporation to the person
who made the first loan.”

{5) Subsection 18(7) of the said Act is
repealed.
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(6) Subsections (1) and (5) are applicable
to taxation years commencing after 1984,

(7) Subsection (2)_is applicable with
respect to amounts payable after 1984,

(8) Subsection (3) is applicable with
respect to outlays and expenses made or
incurred after May 9, 1985.

(9) Subsection (4) is applicable with
respect to loans outstanding in taxation years
of corporations resident in Canada referred
to in subsection 18(6) of the said Act, as
enacted by subsection (4), commencing after
May 9, 1985.

10. (1) Paragraph 20(1)(hh) of the said
Act is repealed.

(2) Subparagraph 20(1)(//)(i) of the said
Act is repealed and the following substituted
therefor:

“(i) paragraph 164(3.1)(a) or (4)(a)
or any similar provision of any Act of
a province that imposes a tax similar
to the tax imposed under this Act, or™

(3) Section 20 of the said Act is further
amended by adding thereto the following
subsections:

(24) Where a taxpayer has under
paragraph 12(1)(a) included in computing
his income for a taxation year amounts in
respect of services not rendered or goods
not delivered before the end of the year
and the taxpayer has paid a reasonable
amount in a particular taxation year to
another taxpayer for undertaking to pro-
vide such services or goods, if the payer
and the recipient have jointly so elected,
the following rules apply:

(a) the payer may deduct the payment
in computing his income for the particu-
lar year and no amount is deductihle in
respect of such services and goods under
paragraph (1)(m) in computing his
income for that or any subsequent taxa-
tion year; and

(b) for the purposes of paragraph
12(1)(a), the recipient shall be deemed
to have received the payment in the
course of a business on account of ser-
vices not rendered or goods not delivered
before the end of the taxation year in
which he received the payment.

(25) An clection under subsection (24)
shall be made by notifying the Minister in
writing on or before the carlier of the days
on or before which either the payer or the
recipient is required to file a return of
income pursuant to section 150 for the
taxation year in which the payment 10
which the election relates was made.”

(4) Subsection (1) is applicable to the
1982 and subsequent taxation years.

(5) Subsection (2) is applicable to the
1985 and subsequent taxation years.

(6) Subsection (3) is applicable to the
1982 and subsequent taxation years, except
that an election under subsection 20(24) of
the said Act, as enacted by subsection (3),
made on or before the day that is 90 days
after the day on which this Act is assented to
shall be deemed to have been made before
the day on or before which the election is
required to be made by subsection 20(25) of
the said Act, as enacted by subsection (3).

11. (1) Paragraph 21(1)(a) of the said
Act is repealed and the following substituted
therefor:

“(a) in computing his income for the
year and for such of the 3 immediately
preceding taxation years as the taxpayer
had, paragraphs 20(1)(c), (d) and (e)
do not apply to the amount or to the
part of the amount specified by him in
his election that, but for an_election
under this subsection in respect thereof,
would have been deductible in comput-
ing his income (other than exempt
income) for any such year in respect of
borrowed money used to acquire the
depreciable property or the amount pay-
able for the depreciable property
acquired by him; and”
(2) Subsections 21(2) to (4) of the said
Act are repealed and the following substitut-
ed therefor:

B%rmw;icd t *(2) Where in a taxation year a taxpay-
eaplomionor €r has used borrowed money for the pur-
development pose of exploration, development or the

acquisition of property and the expenses
incurred by him in respect thereof are
Canadian exploration and development
expenses, foreign exploration and develop-
ment expenses, Canadian exploration
expenses, Canadian development expenses
or Canadian oil and gas property expenses,
as the case may be, if he elects under this
subsection in his return of income under
this Part for the year,
(a) in computing his income for the
year and for such of the 3 immediately
preceding taxation years as the taxpayer
had, paragraphs 20(1)(c). (d) and (e)
do not apply to the amount or to the
part of the amount specified by him in
his election that, hut for an_election
under this subsection in respect thereof,
would have been deductible in comput-
ing his income (other than exempt
income) for any such year in respect of
the borrowed money used for the
exploration, development or acquisition
of property, as the case may be; and
(b) the amount or the part of the

amount, as the case may be, described
in paragraph (a) shall be decmed to be
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Canadian exploration and development
expenses, foreign exploration and de-
velopment expenses, Canadian explora-
tion expenses, Canadian development
expenses or Canadian oil and gas prop-
erty expenses, as the case may be,
incurred by him in the year.

(3) In computing the income of a tax-
payer for a particular taxation year, where
the taxpayer

(a) in any preceding taxation year

(i) made an election under subsection

(1) in respect of borrowed money’

used to acquire depreciable property
or an amount payable for depreciable
property acquired by him, or

(ii) was, by virtue of subsection
18(3.1), required to include an
amount in respect of the construction
of a depreciable property in comput-
ing the capital cost to him of the
depreciable property, {

and

(b) in each taxation year, if any, after
that preceding taxation year and before
the particular year, made an election
under this subsection covering the total
amount that, but for an_election under
this subsection in respect thereof, would
have been deductible in computing his
income (other than exempt income) for
cach such year in répect of the bor-
rowed money used to acquire the depre-
ciable property or the amount payable
for the depreciable property acquired by
bim,
if he elects under this subsection in his
return of income under this Part for the
particular year, paragraphs 20(1)(c), (d)
and (e) do not apply to the amount or to
the part of the amount specified by him in
his election that, but for an election under
this subsection in_respect thereof, would
have been deductible in computing his
income (other than exempt income) for
tbe particular year in respect of the bor-
rowed money used to acquire the depre-
ciable property or the amount payabie for
tbe depreciable property acquired by him,
and the said amount or part of the
amount, as the case may be. shall be added
to the capital cost to him of the depre-
ciable property so acquired by him.

(4) In computing the income of a tax-
payer for a particular taxation year, where
the taxpayer

(a) in any preceding taxation year

made an election under subsection (2) in

respect of borrowed money used for the
purpose of exploration, development or
acquisition of property, and

() in each taxation year, if any, after

that preceding taxation year and before

the particular year, made an election
under this subsection covering the total
amount that, but for an election under
this subsection in respect thereof, would
have been deductible in computing his
income (other than exempt income) for
each such year in respect of the bor-
rowed money used for the exploration,
development or acquisition of property,
as the case may be,
if he elects under this subsection in his
return of income under this Part for the
particular year, paragraphs 20(1)(c), (d)
and (e) do not apply to the amount or to
the part of the amount specified by him in
bis election that, but for an election under
this subsection in_respect thereof would
have been deductible in computing his
income (other than exempt income) for
the particular year in respect of the bor-
rowed money used for the exploration, de-
velopment or acquisition of property, and
the said amount or part of the amount, as
the case may be, shall be deemed to be
Canadian exploration and development
expenses, foreign exploration and develop-
ment expenses. Canadian exploration
expenses, Canadian development expenses
or Canadian oil and gas property expenses,
as the case may be, incurred by him in the
particular year.”

(3) Subsections (1) and (2) are applicable
to taxation years commencing after 1984,

12. (1) All that portion of section 24.1 of
the said Act preceding paragraph (a) thereof
is repealed and the following substituted
tberefore:

“24.1 Where in a taxation year a tax-
payer has been appointed a judge by the
Governor _General or the Governor in
Council or by the licutenant governor in
council of a province and the taxpayer
elects in his return of income under this
Part for the year to have this section apply
to the computation of his income,”

(2) Subsection (1) is applicable to appoint-
ments made in the 1984 and subsequent
taxation years, :

13. (1) Section 34 of the said Act is
repecaled and the following substituted
therefor:

*34. In computing the income of a tax-
payer for a taxation year from a business
that is the professional practice of an
accountant, dentist, lawyer, medical
doctor, veterinarian or chiropractor, the
following rules apply:

(a) where the taxpayer so elects in his

return of income under this Part for the

year, there shall not be included any
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amount in respect of work in progress at
the end of the year; and

clection under this section, paragraph
(a) shall apply in computing his income
from the business for all subsequent tax-
ation years unless the taxpayer, with the
concurrence of the Minister and upon
such terms and conditions as are speci-
fied by the Minister, revokes his election
to have that paragraph apply.”

(2) The said Act is further amended in the
manner and to the extent set out in Schedule

(b) where the taxpayer has made an.

(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years.

14. (1) Subparagraph 39(1)(a)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

“(ii) a Canadian resource property,
(ii.1) a foreign resource property,”

|

|

i (2) Subparagraph 39(1)(c)(vi) of the said
Act is repealed and the following substituted
therefor:

‘ “(vi) in the case of a share referred
| to in subparagraph (iii) that was
i issued before 1972 or a share (in this
subparagraph and subparagraph (vii)
referred to as a “‘substituted share™)
that was substituted or exchanged for
such a share or for a substituted
share, the aggregate of all amounts
cach of which is an amount received
after 1971 and before or upon the
disposition of the share or an amount
receivable at the time of such a dispo-
sition by
(A) the taxpayer,
(B) where the taxpayer is an
individual, his spouse, or
(C) a trust of which the taxpayer or
his spouse was a beneficiary
as a taxable dividend on the share or
on any other share in respect of which
it is a substituted share, except that
this subparagraph shall not apply in
respect of a share or substituted share
that was acquired after 1971 from a
person with whom the taxpayer was

dealing at arm’s length, and™

(3) Paragraph 39(5)(d) of the said Act is
repealed and the following substituted
therefor:

*“(d) a credit union,”
(4) Subsection (1) is applicable to taxation
years commencing after 1984,

(5) Subsection (2) is épplicable to the
1984 and subsequent taxation years.

15. (1) Subparagraph 40(2)(g)(iii) of the
said Act is. repealed and the following sub-
stituted therefor:

Disposa lI of

‘Where
principal
residence is
property of
trust for spouse

Property in
satisfaction of
interest in trust

Dispositions
subject to

warranty

“(iii) a loss from the disposition of
any personal-use property of the tax-
payer (other than listed personal
property or a debt referred to in sub-
section 50(2)), or™

(2) All that portion of subsection 40(4) of
the said Act preceding paragraph (a) thereof
is repealed and the following substituted
therefor:

*(4) Where a taxpayer has, after 1971,
disposed of property to an individual in
circumstances to_which subsection 70(6)
or 73(1) applied, for the purposes of com-
puting the individual's gain from the dis-
position of the property under paragraph
(2)(b) or (c), as the case may be,”

(3) Subsection 40(5) of the said Act is
repealed and the following substituted
therefor:

*(5) For the purposes of determining
whether any property of a trust described
in subsection 70(6) or 73(1) was its princi-
pal residence for any taxation year, the
reference in subparagraph 54(g)(i) to “the
taxpayer” shall- be read as if it were a
reference to the spouse referred to in sub-
paragraph 70(6)(b)(i) or 73(1)(c)(i), as
the case may be.”

(4) Section 40 of the said Act is further
amended by adding thercto the following
subsection:

“(7) Where property has been acquired
by a taxpayer in satisfaction of all or any
part of his capital interest in a trust, in
circumstances to which subsection 107(2)
applies and subsection 107(4) does not
apply, for the purposes of paragraphs
(2)(b) and 54(g) he shall be deemed to
have owned the property continuously
since the trust last acquired it.”

(5) Subsection (1) is applicable to the
1985 and subsequent taxation years.

(6) Subsections (2) to (4) are applicable
with respect to dispositions occurring after
May 9, 1985.

16. (1) Section 42 of the said Act is
repealed and the following substituted
therefor:

“42. In computing a taxpayer's pro-
ceeds of disposition of any property for the
purposes of this subdivision, there shall be
included any amount received or receiv-
able by the taxpayer as consideration for
any warranty, covenant or other conditior-
al or contingent obligation given or
incurred by the taxpayer in respect of the
disposition, and in computing the taxpay-
er's income for the taxation 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 virtue
of the obligation shall be deemed to be 2
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loss of the taxpayer for that taxation year
from the disposition of a capital property.”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

17. Subsection 44(1.1) of the said Act is
repealed and the following substituted
therefor:

“(1.1) Where the former property
referred to in subparagraph (1)(e)(iii) is
real property in respect of the disposition
of which the rules in subsection 73(3)
apply, in computing the amount of any
claim in respect of such property under
that subparagraph, it shall be read as if
the references therein to “1/5" and “4”
were references to “1/10” and *9”
respectively.”

18. (1) Section 45 of the said Act is
amended by adding thereto the following
subsections:

*(3) Where at any time a property that
was acquired by a taxpayer for the pur-
pose of gaining or producing income there-
from or for the purpose of gaining or
producing income from a business ceases
to be used for that purpose and becomes
the principal residence of the taxpayer,
subsection (1) shall not apply to deem the
taxpayer to have disposed of the property
at that time and to have reacquired it
immediately thereafter if he so elects by
notifying the Minister in writing on or
before the earlier of

(a) tbe day that is 90 days after a

demand by the Minister for an election

under this subsection is sent to him; and

(b) April 30 folloving the year in which

the property is actually disposed of by

him.

(4) Notwithstanding subsection (3), an
election described therein shall be deemed
not to have been made in respect of a
property if any deduction in respect there-
of has been allowed for any taxation year
ending after 1984 under paragraph
20(1)(a) or subsection 104(16) to the tax-
payer, his spouse or a trust under which
his spouse is a beneficiary.”

(2) Subsection (1) is applicable with
respect to property that a taxpayer com-
mences to use as a principal residence after
1981, except that for any such property actu-
ally disposed of in taxation years ending
after 1981 and before 1985, the reference in
subsection 45(3) of the said Act, as enacted
by subsection (1), to "April 30 following the
year in which the property is actually dis-
posed of by him™ shall be read as a reference
to “April 30, 1986",

Gain or lozs
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19. (1) All that portion of subsection
47.1(7) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

“(7) For the purposes of subsections
(3), (9). (10), (24), 48(1.1), 70(5.4),
104(5.1) and 128(2),”

(2) Subsection 47.1(20) of the said Act is
amended by striking out the word “and” at
the end of paragtaph (c) thereof, by adding
the word “and” at the end of paragraph (d)
thereof and by adding thereto the following
paragraph:

*(e) any acquisition fee, within the
meaning of subsection 138.1(6), in
respect of the interest shall be deemed
10 be a cost in respect of the interest.”

(3) Subsections (1) and (2) are applicable
after September, 1983,

20. (1) All that portion of subsection
50(2) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

*(2) Where at the end of a taxation
year a debt that is a personal-use property
of a taxpayer is owing to him by a person
with whom he deals at arm’s length and is
established by him to have become a bad
debt in the year,”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

2L (1) Subsection 5{(1) of the said Act is
repealed and the following substituted
therefor:

“51. (1) Where shares of the capital
stock of a corporation have been acquired
by a taxpayer in exchange for a capital
property of the taxpayer that was a share,
bond, debenture or note of the corporation
(in this section referred to as a “convert-
ible property”) the terms of which con-
ferred upon the holder the right to make
the exchange and no consideration was
received by the taxpayer for the convert-
ible property other than those shares. the
following rules apply: -

(a) the exchange shall be deemed not to

have been a disposition of property; and

(b) the cost to the taxpayer of all the

shares of a particular class acquired by

him on the exchange shall be deemed to

be that proportion of the adjusted cost

base to him of the convertible property

immediately before the exchange that
(i) the fair market value, immediate-
ly after the exchange, of all the shares
of the particular class acquired by
him on the exchange

is of
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(ii) the fair market value, immediate-
ly after the exchange, of all the shares
acquired by him on the exchange.”

(2) Paragraph 51(2)(a) of the said Act is
repealed and the following substituted
therefor:

“(a) shares of the capital stock of a
corporation have been acquired by a
taxpayer in exchange for a convertible
property in circumstances such that, but
for this subsection, subsection (1) would
have applied.”

(3) Paragraph 51(2)(f) of the said Act is
repealed and the following substituted
therefor:

"(f) the cost to the taxpayer of all the

shares of a_particular class acquired in

exchange for the convertible property

shall be deemed to be that proportion of

the lesser of
(i) the adjusted cost base to the tax-
payer of the convertible property
immediately before the exchange, and
(ii) the aggregate of the fair market
value immediately after the exchange
of all the shares acquired by him in
exchange for the convertible property
and the amount that, but for para-
graph (e), would have been the tax-
payer's capital loss on the disposition
of the convertible property,

that
(iii) the fair market value, immedi-
ately after the exchange, of all the
shares of the particular class acquired
by him on the exchange

is of
(iv) the fair market value, immedi-
ately after the exchange, of all the
shares acquired by him on the
exchange.”

(4) Subsections (1) to (3) are applicable
with respect to exchanges of property

(a) occurring after May 9, 1985; or

(b) occurring before May 10, 1985 and

after 1983 where the taxpayer so elects by

notifying the Minister in writing before

1986.

22. (1) Subparagraph 53(1)(e)(vi) of the
said Act is repealed.

(2) Paragraph 53(1)(j) of the said Act is
repealed and the following substituted
therefor:

“(j) where the property is a share and,
in respect of its acquisition by the tax-
payer, a benefit was deemed by section
7 10 have been received in any taxation
year ending after 1971 and commencing
before that time by the taxpayer or by a
person that did not deal at arms' length

with_the taxpayer, the amount of the

benefit so deemed to have been
received;”

(3) Subparagraph 53(1)(mn)(ii) of the said
Act is repealed and the following substituted
therefor:

*(ii) where the taxpayer is a con-
trolled foreign affiliate (within the
meaning of paragraph 95(1)(a)). of a
person resident in  Canada, any
amount included in respect of the
property in computing the foreign
accrual property income of the con-
trolled foreign affiliate by virtue of
subparagraph 95(1)(b)(ii.1) for a tax-
ation year commencing before that
time; and"

(4) Subsection 53(1) of the said Act is
further amended by striking out the word
*and” at the end of paragraph (/) thereof
and by adding thereto the following para-
graph:

**(n) the reasonable costs incurred by
the taxpayer, before that time, of sur-
veying or valuing the property for the
purpose of its acquisition or disposition
(to the extent that those costs are not
deducted by the taxpaser in computing
his income for any taxation year or
attributable to any other property).”

(5) Clauses 53(2)(c)(ii)(B) to (E) of the
said Act are repealed and the following sub-
stituted therefor:

*(B) the Canadian exploration and
development expenses and foreign
exploration and  development
expenses, if any, incurred by the
partnership in the fiscal period,

(C) the Canadian exploration
expense, if any, incurred by the
partnership in the fiscal period,

(D) the Canadian development
expense, if any, incurred by the
partnership in the fiscal period, and
(E) the Canadian oil and gas prop-
erty expense, if any, incurred by the
partnership in the fiscal period,”

(6) Paragraph 53(2)(c) of the said Act is
further amended by striking out the word
“and” at the end of subparagraph (vii) there-
of, by adding the word “and" at the end of
subparagraph (viii) thereof and by adding
thereto the following subparagraph:

“(ix). an amount equal to the amount
of all assistance received by the tax-
payer before that time that has result-
ed in a rediction of the capital cost of
a depreciable property to the partner-
ship by virtue of subsection 13(7.2):"

(7) Paragraph 53(2)(h) of the said Act is
amended by striking out the word *“‘and™ at
the end of subparagraph (iii) thereof, by
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adding the word *“and" at the end of sub-
paragraph (iv) thereof and by adding thereto
the following subparagraph:

“(v) an amount equal to the amount
of all assistance received by the tax-
payer before that time that has result-
cd in a reduction of the capital cost of
a depreciable property to the trust by
virtue of subsection 13(7.2):"

(8) Subparagraph 53(2)(i)(ii) of the said
Act is repealed.

(9) Subparagraph 53(2)(f)(ix) of the said
Act is repealed and the following substituted
therefor:

“(ix) the aggregate of the cost
amounts to the trust at that time of
such of the trust properties as were
properties described in subparagraphs
(i) to (v),"

(10) Subparagraph 53(2)(j)(ii) of the said
Act is repealed.

(11) Subparagraph 53(2)(j)(ix) of the said
Act is repealed and the following substituted
therefor:

“(ix) the aggregate of the cost
amounts to the trust at that time of
such of the trust properties as were
properties described in subparagraphs
(D) to (v).”

(12) Subsection (1) is applicable with
-sspect to dispositions occurring after 1984,
‘ut for property disposed of by a partnership
orior to 1985, subparagraph 53(1)(e)(iv) of
sie said Act shall apply and be read as it was
at the time of the disposition having regard
to any subsequent amendments thereio that
applied at that time.

(13) Subsection (2) is applicable in com-
puting the adjusted cost base of a share
acquired after 1984,

(14) Subsection (3) is applicable after
1984.

(15) Subscction (4) is applicable with
respect to costs incurred after 1984,

(16) Subsections (5), (8) and (l0) are
applicable to taxation years commencing
after 1984,

(17) Subsections (6) and (7) are appli-
cable with respect to property acquired after
May 9, 1985.

(18) Subsections (9) and (11) are appli-
cable in computing the adjusted cost base of
property owned by a taxpayer after May 9,
1985.

23, (1) Subparagraphs 54(g)(i) and (ii) of
the said Act are repealed and the following
substituted therefor:

(i) ordinarily inhabited in the year
by the taxpayer, his spouse or former
spouse. or a child of the taxpaver
who, during the vear, was dependent

Consideration
for foreign
resource prop.

upon him for support and was a
person described in subparagraph
109(1)(@)(i), (ii) or (iii), or

(ii) property in respec: of which the
taxpayer has made an election for the
year in accordance with subsection

45(2) or (3),"

(2) All that portion of paragraph 54(g) of
the said Act following subparagraph (iv)
thereof is repealed and the following sub-
stituted therefor:

*and

(v) for the purposes of this paragraph
the principal residence of a taxpayer
for a taxation year shall be deemed to
include, except where the property
consists of a share of the capital stock
of a co-operative housing corporation.
the land subjacent to the housing unit
and such portion of any immediately
contiguous land as may reasonably be
regarded as contributing to the tax-
payer’s use and enjoyment of the
housing unit as a residence, except
that where the total area of the subja-
cent land and of that portion exceeds
1/2 heciare, the excess shall be
deemed not to have contributed to the
individual's use and enjoyment of the
housing unit as a residence unless the
taxpayer establishes that it was neces-
sary to such use and enjoyment, and
(vi) for the purposes of subparagraph
(iii), a property designated by a trust
referred to in subsection 70(6) or
73(1) shall be deemed to be property
designated by the spouse who is a
beneficiary of the trust and property
designated by the spouse who is a
beneficiary of any such trust shall be
deemed to be a property designated
by the trust;”

(3) Subparagraph 54(g)(i) of the said Act,
as enacted by subsection (1), is applicable to
the 1985 and subsequent taxation years.

(4) Subparagraph 54(g)(ii) of the said
Act, as enacted by subsection (1), is appli-
cable to the 1982 and subsequent taxation
years.

(5) Subsection (2) is applicable with
respect to dispositions occurring after May 9,
1985.

24. (1) Subsections 59(1) to (1.2) of the
said Act are repealed and the following sub-
stituted therefor:

“89, (1) Where a taxpayer has disposed
of a foreign resource property, the amount,
if any, by which his proceeds of disposition
therefrom exceeds any outlays or exp
made or incurred by him for the purpose
of making the disposition and that were
not otherwise deductible for the purposes
of this Part shall be included in computing
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his income for a taxation year to the extent
that the proceeds become receivable in
that year.”

(2) Subsections 59(2) and (2.1) of the said
Act are repealed and the following substitut-
ed therefor:

*(2) There shall be included in comput-
ing a taxpayer's income for a taxation year
any amount that has been deducted as a
reserve under subsection 64(1), (1.1) or
(1.2) in computing his income for the
immediately preceding taxation year.”

(3) Subsections 59(3) and (3.1) of the said
Act are repealed.

(4) All that portion of paragraph
59(3.3)(a) of the said Act following subpara-
graph (iii) thereof is repealed and the follow-
ing substituted therefor:

“and in respect of which the consider-
ation given by the taxpayer was a prop-
erty (other than a property disposed of
by the taxpayer to any person with
whom he was not dealing at arm's
length, a share, depreciable praperty of
a prescribed class or a Canadian
resource property) or services the cost of
which may reasonably be regarded as
having been an expenditure that was
added in computing the carned deple-
tion base of the taxpayer or of a person
with whom he was not dealing at arm’s
length or in computing the earned deple-
tion base of a predecessor where the
taxpayer is a successor corporation or a
second successor corporation to the
predecessor, as the case may be;”

(5) Paragraphs 59(3.3)(e) and (/) of the
said Act are repealed and the following sub-
stituted therefor:

“(e) 662/3% of the aggregate of all
amounts, cach of which is an amount
that became receivable by the taxpayer
after December 11, 1979 and in the year
and in respect of which the consider-
ation given by the taxpayer was a prop-
erty (other than a share or a Canadian
resource property) or services the cost of
which may reasonably be regarded as
having been an expenditure in connec-
tion with an oil or gas well in respect ol
which an amount was included in com-
puting the taxpayer's frontier explora-
tion base or in computing the frontier
exploration base of a predecessor where
the taxpayer is a successor corporation
or a second successor corporation to the
predecessor, as the case may be; and

() 331/3% of the aggregate of all
amounts. each of which is an amount
that became receivable by the taxpayer
after April 19, 1983 and in the year and
in respect of which the consideration
given by the taxpayer was a property
(other than a property disposed of by

“successor
corporation”™

“second
suceessor
corporation”
weconde
corporation
remplecantes
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the taxpayer to any person with whom
he was not dealing at arm's length, a
share, depreciable property of a pre-
scribed class or a Canadian resource
property) or services the cost of which
may reasonably be regarded as having
been an expenditure that was included
in computing the mining exploration
depletion base of the taxpayer or of a
person with whom he was not dealing at
arm's length or in computing the mining
exploration depletion base of a specified
predecessor of the taxpayer.™

(6) Paragraphs 59(3.4)(a) and (b) of the
said Act are repealed and the following sub-
stituted therefor:

“(a) “‘successor corporation” means a
corporation that has at any time after

November 7, 1969 acquired, by pur-

chase, amalgamation, merger, winding-
up or otherwise (other than pursuant to

an amalgamation that is described in
subsection 87(1.2) or a winding-up to
which the rules in subsection 88(1)
apply), from another person (in this sub-
section and subsection (3.3) referred to
as the "predecessor™') all or substantiatly
all of the Canadian_resource properties
of the predecessor and that, with respect
to acquisitions of property after Novem-
ber 16, 1978 (except in the case of an
amalgamation or a winding-up), has
jointly elected with the predecessor
under subsection 66.1(4), 66.2(3) or
66.4(3):

(b) “'second successor  corporation™
means a corporation that has at any
time after November 7, 1969 acquired,

by purchase, amalgamation, merger,
winding-up or otherwise (other than
pursuant to an amalgamation that is
described in subsection 87(1.2) or a
winding-up to which the rules.in subsec-
tion 88(1) apply), from another corpora-
tion (in this paragraph referred to as the
*first successor corporation™) that was a
successor corporation, all or substantial-
ly all of the Canadian_resource proper-
ties of the first successor corporation
and that, with respect to acquisitions of
property after November 16, 1978
(except in the case of an amalgamation
or a winding-up), has jointly elected
with the first successor corporation
under subsection 66.1(5). 66.2(4) or
66.4(4); and"

(7) Subsection 59(4) of the said Act is
repealed.

(8) The said Act is further amended in the
manner and to the extent set out in Schedule
I

(9) Subsections (1), (3) and (7) are appli-
cable with respect to dispositions occurring
in taxation years commencing after 1984.
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(10) Subsections (2). (4). (5) and (8) are
applicable to taxation years commencing
after 1984,

(11) Subsection (6) is applicable with
respect to acquisitions occurring after 1982
except that with respect to acquisitions
occurring after 1982 and in a taxation year
commencing before 1985

(a) the reference in paragraph 59(3.4)(a)
of the said Act, as enacted by subsection
(6), to “Canadian resource properties of
the predecessor” shall be read as a refer-
ence to *“property of the predecessor used
by him in carrying on in Canada any of
the businesses described in any of subpara-
graphs 66(15)(h)(i) 10 (vii) as were car-
ried on by him"; and

(b) the reference in paragraph 59(3.4)(b)

of the said Act. as enacted by subsection

(6). to “‘Canadian resource properties of

the first successor corporation’ shall be

read as a reference to *‘property of the first
successor corporation used by it in carry-
ing on in Canada any of the businesses
described in any of {subparagraphs
§6(15)(h)(i) to (vii) as were carried on by
i,

25, (1) Paragraph 60(n) of the said Act is
amended by striking out the word “or"™ at the
end of subparagraph (ii.1) thereof, by adding
the word “or™ at the end of subparagraph
(iii) thereof and by repealing all that portion
thereof following subparagraph (iii) thereof
and substituting the following therefor:

“(iv) any amount described in para-

graph 56(1)(n)
received by the taxpayer and included in
computing his income for the year or a
preceding taxation year, to the extent of
the amount thereof repaid by him in the
year otherwise than by virtue of Part
VIIl of the Unemployment Insurance
Act, 19715

(2) Paragraph 60(p) of the said Act is
repealed and the following substituted
therefor:

“(p) the amount of any overpayment of
an allowance included in computing his
income for the vear or a preceding taxa-
lion vear by virtue of subsection 56(5)
or (8) or an amount included in comput-
ing his taxable income earned ir
Canada for the year or a preceding tax-
ation year by virtue of subparagraph
115(2)(e)(iii) to the extent of the
amount thereof that has been repaid in
the year under the Family Allowances
Act, 1973, or under a law of a province
that provides for the payment of an
allowance similar to the family allow-
ance provided under the Family Allow-
ances Act, 1973

(3) Subparagraph 60(q)(i) of the said Act
is repealed and the following substituted
therefor:

“(i) the amount has been included in
computing his income for the year or
a preceding taxation year as an
amount described in subparagraph
56(1)(n)(i) or paragraph 56(1)(0)
paid to him by the payer,”

(4) Section 60 of the said Act is further
amended by striking out the word “and™ at
the end of paragraph (g) thereof, by adding
the word *“and” at the end of paragraph (r)
thereof and by adding thereto the following
paragraph:

*(s) the aggregate of payments made
by the taxpayer in the year in respect of
a policy loan (within the meaning
assigned by paragraph 148(9)(e)) made
under a life insurance policy. not
exceeding the amount, if any, by which
(i) the apgregate of all amounts
required by subsection 148(1) to be
included in computing his income for
the year or a preceding taxation year
from a disposition described in sub-
paragraph 148(9)(c)(ii) in respect of
that policy
exceeds
(ii) the aggregate of all repayments
made by the taxpayer in respect of
the policy Joan that were deductible in
computing his income for a preceding
taxation year."”

(5) Subsections (1) to (3) are applicable to
the 1984 and subsequent taxation years,

(6) Subsection (4) is applicable to the
1982 and subsequent taxation years.

26. (1) Paragraph 62(1)(g) of the said
Act is repealed and the following substituted
therefor:

“(g) any reimbursement or_allowance
received by him in_respect of such
cxpenses is included in computing his
income.”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

27, (1) Subsection 65(1) of the said Act is
amended by striking out the word “‘or’ at the
end of paragraph (a) thereof and by repeal-
ing paragraph (b) thereof and substituting
the following therefor:

“(b) the processing of ore (other than
iron ore or tar sands) from a mineral
resource 10 any stage that is not beyond
the prime metal stage or its equivalent,
(¢) the processing of iron ore from a
mineral resource to any stage that is not
beyond the pellet stage or its equivalent,
ar
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(d) the processing of tar sands from a
mineral resource to any stage that is not
beyond the crude oil stage or its
equivalent™

(2) Subparagraph 65(2)(a)(ii) of the said
Act is repealed and the following substituted
therefor:

“(ii) processing operations described
in any of paragraphs (1)(b), {¢) or (d)
that are carried on by the taxpayer;
and” )
(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years.
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which the election relates occurred, there
may be deducted by the successor corpora-
tion in computing its income under this
Part for a taxation year the lesser of”

(4) Subparagraph 66(6)()(i) of the said
Act is repealed and the following substituted
therefor:

(i) the disposition of any Canadian
resource property owned by the pred-
ecessor immediately before the acqui-
sition by the successor corporation of
the property so acquired,”

(5) All that portion of subsection 66(7) of
the said Act preceding paragraph (a) thereof
is repealed and the following substituted
therefor:

28. (1) Subsection 66(3) of the said Act is

business corporation may deduct, in com-
puting his income for a taxation year, the
aggregate of his Canadian exploration and
development expenses to the extent that
they were not deducted in computing his
income for a preceding taxation year."

(2) Al that portion of clause
66(4)(B)(ii)(C) of the said Act preceding
subclause (I) thereof is repealed and the
following substituted therefor:

*(C) the aggregate of amounts
cach of which is an amount, in
respect of a foreign resource prop-
erty that has been disposed of by
him, equal to the amount, if any, by
which™

(3) All that portion of subsection 66(6) of
the said Act preceding paragraph (a) thercof
is repealed and the following substituted
therefor:

! . Second “ S e
sl and the folowing sbsived S, (1) Where o corposton G s

erefor: corp's. Cdn. . -

. explo. & dov. sor corporation™) has at any time after

Expenses of “(3) A taxpayer other than a principal- expenses 1971 acquired, by purchase, amalgama-

tion, merger, winding-up or otherwise
(other than pursuant to an amalgamation

that is described in subsection 87(1.2) ora
winding-up to which the rules in subsec-
tion 88(1) apply), from another corpora-
tion (in this suhsection referred to as the
*“first successor corporation™) that was a
successor corporation, within the meaning
of subsection (6), all or substantially all of
the Canadian resource properties of the
first successor corporation and (except in
the case of an amalgamation or a winding-
up) the first successor corporation and the
second successor corporation have jointly
elected in prescribed form on or before the
day that is the earlier of the days on or
before which either taxpayer making the
election is required to file a return of
income pursuant to section 150 for the
taxation year in which the transaction to
which the election relates occurred, there
may be deducted by the second successor
corporation in computing‘its income under
this Part for a taxation year the lesser of

Successor “(6) Where a corporation (in this sub-
corp's. Cdn. N “
explo. & dev. section referred to as the “*successor corpo-

ration") has at any time after 1971

acquired, by purchase, amalgamation,-

merger, winding-up or otherwise (other
than pursuant to an amalgamation that is

described in subsection 87(1.2) or a wind-
ing-up to which the rules in subsection
88(1) apply), from another person (in this
subsection referred to as the *‘predeces-
sor™) all or substantially all of the Canadi-
an resource properties of the predecessor
and (except in the case of an amalgama-
tion or a winding-up) the predecessor and
the successor corporation have jointly
clected in prescribed form on or before the
day that is the earlier of the days on or
before which either taxpayer making the
election is required to file a return of
income pursuant to section 150 for the
taxation year in which the transaction to

(6) Subparagraph 66(7)(b)(i) of the said
Act is repealed and the following substituted
therefor:

(i) the disposition of any Canadian
resource property owned by the pred-
ecessor of the first successor corpora-
tion, within the meaning of subsection
(6), immediately before the acquisic
tion by the first successor corporation
of the property so acquired by the
second successor corporation,”

(7) Paragraph 66(8)(e) of the said Act is
repealed and the following substituted
therefor;

*(e) the references therein to “Canadi-
an resource property” and “Canadian
resource properties” were read as refer-
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ences to “‘foreign resource property” and
“foreign resource properties”, respec-
tively."

(8) Paragraph 66(9){(e) of the said Act is
repealed and the following substituted
therefor:

**(e) the references therein to “Canadi-
an resource property” and “Canadian
resource properties™ were read as refer-
ences to “‘foreign resource property” and
“foreign resource properties”, respec-
tively.”

(9) Paragraph 66(11.1)(d) of the said Act
is repealed and the following substituted
therefor:

“(d) the corporation shail be deemed to
have acquired at that time ail or sub-
-stantially all of the Canadian resource
properties and foreign resource proper-
ties of the predecessor owned by it
immediately before that time:”

(10) Subparagraph 66(11.1)(/)(i) of the
said Act is repealed and the following sub-
stituted therefor:

“(i) any disposition by the corpora-
tion, in the year before that time, of a
Canadian resource property or foreign
resource property shall be deemed to
be a disposition described in subpara-
graphs (6)(b)(i) and 66.1(4)(b)(i),"

(11) AIll that portion of subsection
66(11.2) of the said Act preceding paragraph

(a) thereof is repealed and the following‘

substituted therefor:

*(11.2) Where a corporation (in this
subsection referred to as the “acquiring
corporation™) has at any time after
November 12, 1981 acquired, by purchase,
amalgamation, merger, winding-up or
otherwise (other than pursuant to an amal-
gamation that is described in subscction
87(1.2) or a winding-up to which the rules
in_subsection 88(1) apply), from another
corporation (in this subsection referred to
as the “predecessor”), all or substantially
all of the Canadian resource properties of
the predecessor and (except in the case of
an amalgamation or a winding-up) the
predecessor and the acquiring corporation
have jointly elected in prescribed form on
or before the day that is the earlier of the
days on or before which either taxpayer
making the election is required to file a
return of income pursuant to section 150
for the taxation year in which the transac-
tion to which the election relates occurred,
and the provisions in subsection (11.1)
apply with respect to the deduction of
Canadian exploration and development
expenses, foreign exploration and develop-
ment expenses, Canadian exploration
expenses, Canadian development expenses
or Canadian oil and gas property expenses
(in this subsection referred to as ‘“'explora-
tion and development expenses’) made or

Limitations of

Cdn. explo. &
dev. expznses

Limitation of
foreign explo.
& dev. exp.

incurred by the predecessor, the following
rules apply:”

(12) Subsection 66(12.1) of the said Actis
repealed and the following substituted
therefor:

*(12,1) Except as expressly otherwise
provided in this Act,

(a) where as a result of a transaction
occurring after May 6, 1974 an amount
has become receivable by a taxpayer at
a particular time in a taxation year and
the consideration given by the taxpayer
therefor was property (other than a
share or a_Canadian resource property,
or an interest therein or a right thereto)
or services, the original cost of which to
the taxpayer may reasonably be regard-
ed as having been primarily Canadian
exploration and development expenses
of the taxpayer (or would have been so
regarded if they had been incurred by
him after 1971 and before May 7, 1974)
or a Canadian exploration expense,
there shall at that time be included in
the amount referred to in subparagraph
66.1(6)(b)(vi) the amount that became
receivable by him at that time: and

(b) where as a result of a transaction
occurring after May 6, 1974 an amount
has become receivable by a taxpayer at
a particular time in a taxation year and
the consideration given by the taxpayer
therefor was property (other than a
share or a_Canadian resource property,
or an interest therein or a right thereto)
or services, the original cost of which to
the taxpayer may reasonably be regard-
ed as having been primarily a Canadian
development expense, there shall at that
time be included in the amount referred
to in subparagraph 66.2(5)(b)(vi) the
amount that became receivable by him
at that time.”

(13) All that portion of subsection
66(12.4) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

*“(12.4) Where, as a result of a transac-
tion occurring after May 6, 1974, an
amount has become receivable by a tax-
payer at a particular time in a taxation
year and the consideration given by the
taxpayer therefor was property (other than
a foreign resource property) or services,
the original cost of which to the taxpayer
may reasonably be regarded as having
been primarily foreign exploration and de-
velopment expenses of the taxpayer (or
would have been so regarded if they had
been incurred by him after 1971), the
following rules apply:"”

(14) Subparagraph 66(15)(b)(v.1) of the
said Act is repealed and the following sub-
stituted therefor:
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“(v.1) any annual payment made by
the taxpayer for the preservation of a
Canadian resource property,”

(15) All that portion of paragraph
66(15)(c) of the said Act preceding subpara-
graph (i) thereof is repealed and the follow-
ing substituted therefor:

‘*(¢) “Canadian resource property™ of a
taxpayer means any property of the tax-
payer that is"

(16) Subparagraph 66(15)(c)(vii) of the
said Act is repealed and the following sub-
stituted therefor:

*(vii) any right to or interest in any
property described in any of subpara-
graphs (i) to (vi), other than such a
right or interest that the taxpayer has
by virtue of being a beneficiary of a
trust;™

(17) Subparagraph 66(15)(e)(v) of the
said Act is repealed and the following sub-
stituted therefor:

*(v) any annual payment made by
the taxpayer for the preservation of a
foreign resource property:”

(18) Subsection (1) is applicable to the
1985 and subsequent taxation years.

(19) Subsections (2). (4), (6) to (14). (16)
and (17) are applicable with respect to trans-
actions occurring in taxation years com-
mencing after 1984,

(20) Subsections (3) and (S) are appli-
cable with respect to acquisitions occurring
after 1982 except that with respect to acqui-
sitions occurring after 1982 and in a taxation
year commencing before 1985

(a) the reference in subsection 66(6) of
the said Act, as amended by subsection
(3), to “Canadian resource properties of
the predecessor” shall be read as a refer-
ence to “property of the predecessor used
by him in carrying on in Canada such of
the businesses described in any of subpara-
graphs (15)(h)(i) to (vii) as were carried
on by him"; and

(b) the reference in subsection 66(7) of
the said Act, as amended by subsection
(5). to “Canadian resource properties of
the first successor corporation” shall be
read as a reference to “property of the first
successor corporation used by it in carry-
ing on in Canada such of the businesses
described in any of subparagraphs
(15)(h)(i) to (vii) as were carried on by
it",

(21) Subsection (15) is applicable to taxa-
tion years commencing after 1984.

29, (1) Subsection 66.1(3) of the said Act
is repealed and the following substituted
therefor:

Expenses of
other taxpayers
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*(3) A taxpayer other than a principal-
business corporation may deduct, in com-
puting his income for a taxation year, such
amount as he may claim not exceeding his
cumulative Canadian exploration expense
at the end of the year.”

(2) All that portion of subsection 66.1(4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(4) Where a corporation (in this sub-
section referred to as the “'successor corpo-
ration™) has at any time after May 6, 1974
acquired, by purchase, amalgamation,
merger, winding-up or otherwise (other
than pursuant to an amalgamation that is
described in subsection 87(1.2) or a wind-
ing-up to which the rules in subsection
88(1) apply), from another person (in this
subsection referred to as the “predeces-
sor”) all or substantially all of the Canadi-
an resource properties of the predecessor
and (except in the case of an amalgama-
tion or a winding-up) the predecessor and
the successor corporation have jointly
elected in prescribed form on or before the
day that is the earlier of the days on or
before which either taxpayer making the
clection is required to file a return of
income pursuant to section 150 for the
taxation year in which the transaction to
which the election relates occurred, there
may be deducted by the )T COrpora-,
tion in computing its income under this
Part for a taxation year such amount as it
may claim not exceeding the lesser of”

(3) Subparagraph 66.1(4)(b)(i) of the said
Act is repealed and the following substituted
therefor:

(i) the amount included in comput-
ing its income for the year under
paragraph 59(3.2)(¢) that may rea-
sonably be regarded as being attribut-
able to the disposition in the year or a
preceding taxation vear of any
Canadian resource property owned by
the predecessor immediately before
the acquisition of the property by the
successor corporation to the extent
that the proceeds of such disposition
have not been included in determining
an amount under this subparagraph
for a preceding taxation year or in
determining an amount under sub-
paragraph (5)(b)(i) in the year or a
preceding taxation year,”

(4) All that portion of subsection 66.1(5)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:
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*(5) Where a corporation (in this sub-
section referred to as the “second succes-
sor corporation™) has at any time after
May 6, 1974 acquired, by purchase, amal-
gamation, merger, winding-up or other-
wise (other than pursuant to an amalga-
mation that is described in subsection
87(1.2) or a winding-up to which the rules
in subsection 88(1) apply), from another
corporation (in this subsection referred to
as the “first successor corporation”) that
was a successor corporation, within the
meaning of subsection (4), all or substan-
tially all of the Canadian resource proper-
ties of the first successor corporation and
(except in the case of an amalgamation or
a winding-up) the first successor corpora-
tion and the second successor corporation
have jointly elected in prescribed form on
or before the day that is the earlier of the
days on or before which either taxpayer
making the election is required to file a
return of income pursuant to section 150
for the taxation year in which the transac-
tion to which the election relates occurred,
there may be deducted by the second
successor corporation in computing its
income under this Part for a taxation year
such amount as it may claim not exceeding
the lesser of™”

(5) Subparagraph 66.1(5)(b)(i) of the said
Act is repealed and the following substituted
therefor:

“(i) the amount included in comput-
ing its income for the year under
paragraph 59(3.2)(c) that may rea-
sonably be regarded as being attribut-
able to the disposition in the year or a
preceding  taxation year of any
Canadian resource property owned by
the predecessor, within the meaning
of subsection (4), of the first succes-
sor corporation immediately before
the acquisition by the first successor
corporation of the property so
acquired by the second successor cor-
poration to the extent that the pro-
ceeds of such disposition have not
been inciuded in determining an
amount under this subparagraph for a
preceding taxation year,”

(6) AIll that portion of subparagraph
66.1(6)(a)(iii) of the said Act preceding
clause (A) thereof is repeaied and the follow-
ing substituted therefor:

"(iii) any expense incurred by him
(other than an expense incurred in
driiling or completing an oii or gas
well or in buiiding a temporary access
road to, or preparing a site in respect
of, any such well) for the purpose of
determining the existence, location,
extent or quality of a minerai resource
in Canada including any expense
incurred in the course of™

(7) Clause 66.1(6)(a)(iii)(F) of the said
Act is repealed and the following substituted
therefor:

**(F) any expense that may reason-
ably be considered to be related to
a mine that has come into produc-
tion in reasonable commercial
quantities or to be related to a
potential or actual extension there-
of,”

(8) All that portion of subparagraph
66.1(6)(a)(iii.1) of the said Act preceding
clause (A) thereof is repealed and the follow-
ing substituted therefor:

‘“(iii.1) any expense incurred by him
after November 16, 1978 for the pur-
pose of bringing a new mine in a
mineral resource in Canada into pro-
ducti in_reasonable commercial
quantities and incurred before the
coming into production of the new
mine, including”

(9) Subsection (1) is applicable to the
1985 and subsequent taxation years.

(10) Subsections (2) and (4) are appli-
cable with respect to acquisitions occurring
after 1982 except that with respzct to acqui-
sitions occurring after 1982 and in a taxation
year commencing before 1985

(a) the reference in subsection 66.1(4) of
the said Act, as amended by subsection
(2), to *“Canadian resource properties of
the predecessor™ shall be read as a refer-
ence to “property of the predecessor used
by him in carrying on in Canada such of
the businesses described in subparagraphs
66(15)(h)(i) to (vii) as were carried on by
him"; and
(b) the reference in subsection 66.1(5) of
the said Act, as amended by subsection
(4), to “Canadian resource properties of
the first successor coporation™ shall be
read as a reference to “property of the first
successor corporation used by it in carry-
ing on in Canada such of the businesscs
described in subparagraphs 66(15)(k)(i)
to (vii) as were carried on by it".

(11) Subsections (3) and (5) are appli-
cable to taxation years commencing after
1984,

(12) Subsections (6), (7) and (8) are ap-
plicable with respect to expenses incurred
after May 9, 1985.

30. (I) All that portion of subsection
66.2(3) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

"*(3) Where a corporation (in this sub-
section referred to as the “successor corpo-
ration™) has at any time after May 6, 1974
acquired, by purchase, amalgamation,
merger, winding-up or othervise (other
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than pursuant to an amalgamation that is
described in subsection 87(1.2) or a wind-
ing-up to which the rules in subsection
88(1) apply), from another person (in this
subsection referred to as the *‘predeces-
sor") all or substantially all of the Canadi-
an resource properties of the predecessor
and (except in the case of an amalgama-
tion or a winding-up) the predecessor and
the successor corporation have jointly
elected in prescribed form on or before the
day that is the earlier of the days on or
before which either taxpayer making the
election is required to file a return of
income pursuant to section 150 for the
taxation year in which the transaction to
which the election relates occurred, there
may be deducted by the successor corpora-
tion in computing its income under this
Part for a taxation year such amount as it
may claim not exceeding the lesser of™

(2) Subparagraph 66.2(3)(a)(ii) of the
said Act is repeded and the following sub-
stituted therefor:

"(ii) the aggregate of all amounts
each of which is an amount that
became receivable by the successor
corporation in the taxation year or a
preceding taxation year, is included in
the amount determined under clause
(5)(5)(v)(A) and may reasonably be
regarded as attributable to the dispo-

sition by the successor corporation of

any property owned by the predeces-
sor immediately before the acquisition
thereof by the successor corporation,
and”

(3) All that portion of subsection 66.2(4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

"(4) Where a corporation (in this sub-
section referred to as the “second succes-
sor- corporation™) has at any time after
May 6, 1974 acquired, by purchase, amal-

gamation, merger, winding-up or other-

wise (other than Fursuant to an amalga-
mation that is described in_subsection

87(1.2) or a winding-up to which the rules
in subsection 88(1) apply), from another
corporation (in this subsection referred to
as the “first successor corporation™) that
was a successor corporation, within the
meaning of subsection (3), all or substan.
tially all of the Canadian resource proper-
ties of the first successor corporation and
(except in the case of an amalgamation or
a winding-up) the first successor corpora-
tion and the second successor corporation
have jointly elected in prescribed form on
or before the day that is the earlier of the
days on or before which either taxpayer
making the election is required to file a
return of income pursuant to section 150
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for the taxation year in which the transac-
tion to which the election relates occurred,
there may be deducted by the second
successor corporation in computing its
income under this Part for a taxation year
such amount as it may claim not exceeding
the lesser of™

(4) All that portion of paragraph
66.2(4)(a) of the said Act preceding sub-
paragraph (ii) thereof is repealed and the
following is substituted therefor:

*(a) 30% of the amount by which

(i) the amount, if any, by which the
amount determined under subpara-
graph (3)(a)(i) In_respect of the first

successor _corporation immediately
after the property so acquired was

acquired by the second successor cor-
poration exceeds the amount deter-
mined under paragraph (3)(a)(ii) in
respect of the first successor corpora-
tion at that time, to the extent it has
not been deducted by the first succes-
sor corporation in computing its
income for any taxation year and has
not been deducted by the second
successor corporation in computing its
income for a preceding taxation year

exceeds™

(5) Subparagraph 66.2(4)(a)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

“(if) the aggregate of all amounts
each of which js an amount that
became receivable in the taxation
year or a preceding taxation year by
the second successor corporation, is
included in the amount determined
under clause (5)(&)(v)(A) and may
reasonably be regarded as attribut-
able to the disposition by the second
successor corporation of any property
owned by the pred of the first
successor  corporation immediately
before the acquisition thercof by the
first successor corporation, and"

(6) Subparagraph 66.2(5)(a)(i) of the said
Act is amended by striking out the word “‘or"
at the end of clause (C) thereof, by adding
the word “or" at the end of clause (D)
thereof, and by adding thereto the following
clause:

“(E) drilling or converting a well in
Canada for the purposes of moni-
toring fluid levels, pressure changes
o other phenomena in an accumu-
lation of petroleum or natural gas,”

(7) Subparagraph 66.2(5)(a)(iii) of the
said Act is repealed and the following sub-
stituted therefor:
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“(iii) notwithstanding paragraph
18(1)(m), the cost to him of any
property described in subparagraph
66(15)(c)(ii), (v) or (vi) or any right
to or interest in such property (other
than such a right or interest that he
has by virtue o% being a benchci_a_rz of
a trust) but not including any pay-
ment made to any of the persons
referred to in any of subparagraphs
18(1)(m)(i) to (iii) for the preserva-
tion of a taxpayer's rights in respect
of a Canadian resource property nor a
payment to which paragraph
18(1)(sm) applied by virtue of sub-
paragraph (v) thereof,”

(8) All that portion of subparagraph
66.2(5)(b)(v) of the said Act preceding
clause (B) thereof is repealed and the follow-
ing -ubstituted therefor:

*(v) the aggregate of all amounts
each of which is an amount in respect
of a property described in subéra-
graph 66(15)(c)(ii). (v) or (vi) or a
right to or interest in such property,
other than such a right or interest
that he has by virtue of being a
beneficiary of a trust, (in this sub-
paragraph referred to as the “particu-
lar property”) disposed of by the tax-
payer before that time equal to the
amount, if any, by which
(A) the amount, if _any, by which
the proceceds of disposition in
respect of the particular property
that became receivable by him
after May 6, 1974 and before that
time exceeds any outlays or
expenses that were made or
incurred by him after May 6, 1974
and before that time for the pur-
pose of making the disposition and
that were not otherwise deductible
for the purposes of this Part
exceeds”

(9) Subsection 66.2(7) of the said Act is
repealed and the following substituted
therefor:

*(7) Where a non-resident person is a
member of a partnership that is deemed
under paragraph 115(4)(4) to have dis-
poscd of a property, his share of any
amount that would be an amount referred
to in clause (5)(#)(v)(A) or subparagraph
(5)(b)(vi) or (xi) in respect of the partner-
ship for a taxation year of the partncrship
if section 96 were read without reference
to paragraph (1)(d) thereof shall, for the
purposes of this Act, be deemed in respect
of the non-resident person to be an amount
referred to in clause (5)(4)(v)(A) or sub-
paragraph (5)(b)(vi) or (xi), as the case
may be, for the taxation year of the non-
resident person that is deemed under para-
graph 115(4)(a) to have ended.”
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(10) Subsections (1) and (3) are appli-
cable with respect to acquisitions occurring
after 1982 except that with respect to acqui-
sitions occurring after 1982 and in a taxation
year commencing before 1985

(a) the reference in subsection 66.2(3) of
the said Act, as amended by subsection
(1), to “Canadian resource properties of
the predecessor” shall be read as a refer-
ence to “property of the predecessor used
by him in carrying on in Canada such of
the businesses described in any of subpara-
graphs 66(15)(I)(i) to (vii) as were car-
ried on by him”; and

(b) the reference in subsection 66.2(4) of
the said Act, as amended by subsection
(3), to "Canadian resource properties of
the first successor corporation™ shall be
read as a referénce to “'property of the first
successof corporation used by it in carry-
ing on in Canada such of the businesses
described in any of subparagraphs
66(15)(h)(i) to (vii) as were carried on by
it™,

(11) Subsections (2), (5), (7) and (9) are
applicable with respect to dispositions occur-
ring in taxation years commencing after
1984,

(12) Subsection (4) is applicable to taxa-
tion years ending after 1984,

(13) Subsection (6) is applicable with
respect to expenses incurred after 1981,

(14) Subsection (8) is applicable with
respect to dispositions occurring in taxation
years commencing after 1984, but for dispo-
sitions occurring in taxation years commenc-
ing before 1985 subparagraph 66.2(5)()(v)
of the said Act shall apply and be read as it
was at the time the disposition occurred
having regard to any subsequent amend-
ments thereto that applied at that time.

31, (1) Al that portion of subsection
66.4(3) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

'(3) Where a corporation (in this sub-
section referred 10 as the *successor corpo-
ration"’) has at any time acquired, by pur-
chase, amalgamation, merger, winding-up
or otherwisc (other than pursuant to an
amalgamation that is described in subsec-
tion 87(1.2) or a winding-up to which the
rules in_subsection 88(1) apply), from
another person (in this subsection referred
to as the “predecessor’’) all or substantial-
ly all of the Canadian resource properties
of the predecessor and (except in the casc
of an amalgamation or a winding-up) the
predecessor and the successor corporation
have jointly elected in prescribed form on
or before the day that is the earlier of the
days on or before which cither taxpayer
making the election is required to file a
return of income pursuant to section 150
for the taxation year in which the transac-
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tion to which the clection relates occurred,
there may be deducted by the successor
corporation in computing its income under
this Part for a taxation year such amount
as it may claim not exceeding the lesser
of”

(2) Subparagraph 66.4(3)(a)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

“(ii) the aggregate of all amounts
each of which is an amount that
became receivable in the taxation
year or a preceding taxation year by
the successor corporation, is included
in the amount determined under
clause (5)(5)(v)(A) and may reason-
ably be regarded as attributable to
the disposition by the successor corpo-
ration of any property owned by the
predecessor immediately before the
acquisition thereof by the successor
corporation, and”

(3) All that portion of subsection 66.4(4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

“(4) Where a corporation (in this sub-
section referred to as the “second succes-
sor corporation") has at any time
acquired, by purchase, amalgamation,
merger, winding-up or otherwisc (other

than pursuant to an amalgamation that is
described in subsection 87(1.2) or a wind-
ing-up to which the rules in subsection
88(1) apply). from another corporation (in
this subsection referred to as the “first
successor corporation’) that was a succes-
sor corporation, within the meaning of
subsection (3), all or substantially all of
the Canadian_resource properties of the
first successor corporation and (except in
the case of an amalgamation or a winding-
up) the first successor corporation and the
second successor corporation have jointly
elected in prescribed form on or before the
day that is the earlier of the days on or
before which either taxpayer making the
election is required to file a return of
income pursuant to section 150 for the
taxation year in which the transaction to
which the election relates occurred, there
may be deducted by the second successor
corporation in computing its income under
this Part for a taxation year such amount
as it may claim not exceeding the lesser
of"

(4) Subparagraph 66.4(4)(a)(i) of the said
Act is repealed and the following substituted
therefor:

(i) the amount. if any, by which the
amount determined under subpara-
graph (3)(a)(i) in_respect of the first
successor _ corporation immediately
after the property so acquired was
acquired by the second successor cor-
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poration exceeds the amount deter-
mined under paragraph (3)(a)(ii) in
respect of the first successor corpora-
tion at that time. to the extent it has
not been deducted by the first succes-
sor corporation in computing its
income for any taxation year and has
not been deducted by the second
SUCCEssOr corporation in computing its
income for a preceding taxation
year,”

(5) Subparagraph 66.4(4)(a)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

*(ii) the aggregate of all amounts
cach of which is an amount that
became receivable in the taxation
year or a preceding taxation year by
the second successor corporation, is
included in the amount determined
under clause (5)(b)(v)(A) and may
reasonably be regarded as attribut-
able to the disposition by the second
successor corporation of any property
owned by the predecessor of the first
successor corporation immediately
before the acquisition thereof by the
first successor corporation, and”

(6) Subparagraph 66.4(5)(a)(i) of the said
Act is repealed and the following substituted
therefor:

(i) notwithstanding paragraph
18(1)(m), the cost to him of any
property described in subparagraph
66(15)(c)(i). (iii) or (iv) or a right to
or interest in such property (other
than such a right or interest that he
has by reason of being a beneficiary
of a trust) or an amount paid or pay-
able to Her Majesty in right of the
Province of Saskatchewan as a net
royalty payment pursuant to a net
royalty petroleum and natural gas
lease that was in effect on March 31,
1977 to the extent that it can reason-
ably be regarded as a cost of acquir-
ing the lease, but not including any
payment made to any of the persons
referred to in any of subparagraphs
18(1)(m)(i) to (iii) for the preserva-
tion of a taxpayer's rights in respect
of a Canadian resource property nor a
payment (other than a net royaity
payment referred to in this subpara-
graph) to which paragraph 18(1)(m)
applied by virtue of subparagraph (v)
thereof,"”

(7) All that portion of subparagraph

66.4(5)(b)(v) of the said Act preceding
clause (B) thereof is repealed and the follow-
ing substituted therefor:
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“(v) the aggregate of all amounts
each of which is an amount in respect
of a property described in subpara-
graph 66(15)(c)(i), (iii) or (iv) or a
right to or interest in such property,
other than such a right or interest
that he has by reason of being a
beneficiary of a trust, (in this sub-
paragraph referred to as “the particu-
lar property™) disposed of by the tax-
payer before that time equal to the
amount, if any, by which

(A) the amount, if any, by which

v

the proceeds of disposition in
respect of the particular property
that became receivable by him
bzfore that time exceeds any out-
lays or expenses made or incurred
by him before that time for the
purpose of making the disposition
and that were not otherwise deduct-
ible for the purposes of this Part
exceeds”

{8) Subsection 66.4(5) of the said Act is
amended by striking out the word "and" at
the end of paragraph (a) thereof, by adding
the word “and" at the end of paragraph (b)
thereof and by adding thereto the following
paragraph:

“{c) “disposition” and *‘proceeds of dis-
position™ have the meanings assigned by
section 54."

(9) Subsections (1) and (3) are applicable
with respect to acquisitions occurring after
1982 except that with respect to acquisitions
occurring after 1982 and in taxation years
commencing before 1985

(a) the reference in subsection 66.4(3) of
the said Act, as amended by subsection
(1), to “Canadian resource properties of
the predecessor” shall be read as a refer-
ence to “property of the predecessor used
by him in carrying on in Canada such of
the businesses described in any of subpara.
graphs 66(15)(4)(i) to (vii) as were car-
ried on by him'; and
(b) the reference in subsection 66.4(4) of
the said Act, as amended by subsection
(3). to “Canadian resource properties of
the first successor corporation" shall be
read as a reference to “‘property of the first
successor corporation used by it in carry-
ing on in Canada such of the businesses
described in any of the subparagraphs
66(15)(h)(i) to (vii) as were carried on by
it",

(10) Subsections (2), (5). (6) and (8) are
applicable with respect to dispositions occur-
liing in taxation years commencing after

984,

(11) Subsection (4) is applicable to taxa-
tion years ending after 1984,

(12) Subsection (7) is applicable with
respect to dispositions occurring in taxation

consideration

fdem

years commencing after 1984, but for dispo-
sitions occurring in taxation years commenc-
ing before 1985 subparagraph 66.4(5)(b)(v)
of the said Act shall apply and be read as it
was at the time the disposition occurred
having regard to any subsequent amend-
ments thereto that applied at tbat time.

32, (1) Subsections 69(2) and (3) of the
said Act are repealed and the following sub-
stituted therefor:

*“(2) Where a taxpayer has paid or
agreed to pay to a non-resident person
with whom he was not dealing at arm’s
length as price, rental, royalty or other
payment for or for the use or reproduction
of any property, or as consideration for the
carriage of.goods or passengers or for
other services, an amount greater than the
amount (in this subsection referred to as
*‘the reasonable amount) that would have
been reasonable in the circumstances if the
non-resident person and the taxpayer had
been dealing at arm’s length, the reason-
able amount shall, for the purpose of com-
puting the taxpayer's income under this
Part, be deemed to have been the amount
that was paid or is payable therefor.

{3) Where a non-resident person has
neither paid nor agreed to pay to a taxpay-
er with whom he was not dealing at arm’s
length as price, rental, royalty or other
payment for or for the use or reproduction
of any property, or as consideration for the
carriage of goods or passengers or for
other services, the amount that would have
been reasonable in the circumstances if the
non-resident person and the taxpayer had
been dealing at arm’s length, that amount
shall, for the purpose of computing the
taxpayer’s income under this Part, be
deemed to have been received or receivable

by the taxpayer therefor.”

(2) All that portion of subsection 69(8) of
the said Act following paragraph (a) thereof
is repealed and the following substituted
therefor:

“exceeds the aggregate of
(b) the average aggregate of all
expenses  (including  depreciation)

incurred by that person in respect of
that month for each like unit that may
reasonably be attributed to transmitting,
transporting, marketing or processing
thereof to the extent that such expenses
are reasonable and necessary and do not
include any cost of acquisition thereof,
and

{c) in respect of the unit disposed of by
the taxpayer, the amount that may rea-
sonably be attributed as being an
amount paid to, an amount that became
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payable to or an amount that became
receivable by, Her Majesty in Right of
Canada for the use and benefit of a
bang‘ or bands as defined in the Indian
Act,

(3) Subsection 69(9) of the said Act is
repecaled and the following substituted

therefor: Exception

Fair market "(9) For the purposes of subsection (7),
value of f A
resourceoutput the fair market value of a unit of any
::muired from particular quantity of petroleum, natural
fown gas or related hydrocarbons or metals or
minerals acquired by the taxpayer referred
to in that subsection from a person
referred to in any of paragraphs (7)(a) to
(c) shall be decmed to be cqual to the
aggregate of
(a) the amount, if any, paid or payable
to the taxpayer by that person in respect
of that unit, and

(b) the amount, if any, in respect of
that unit paid or payable to Her Majes-
ty in right of Canada by that person for
the use and benefit of a band or bands
as defined in the Indian Act.”

(4) Subsection (1) is applic.able with
respect to transactions or events occurring
after May 9, 1985.

(5) Subsections (2) and (3) are applicable
to the 1978 and subsequent taxation years.

33, (1) Subsection 70(2) of the said Act is
repealed and the following substituted
therefor:

Amounts *(2) Where a taxpayer who has died
reccivable had at the time of his death rights or
things (other than any capital property,

indexed security or any amount included

in computing his income by virtue of sub-

section (1)), the amount of which when

realized or disposed of would have been

included in computing his income, the

value thereof at the time of death shall be

included in computing the taxpayer’s

income for the taxation year in which he

died unless his legal representative has, not

later than the day that is one year after

the date of death of the taxpayer or the

day that is 90 days after the mailing of

any notice of assessment in respect of the

tax of the taxpayer for the year of death,

whichever is the later day, elected other-

| wise, in which case the legal representative

shall file a separate return of income for

the_year under this Part and pay the tax
for the.year under this Part as if
(a) the taxpayer were another persom:
(b) that other person’s only income for
the year were the value of the rights or
things; and
(c) subject to section 114.2, that other

person were entitled to the deductions to
which the taxpayer was entitled under
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sections 109 to 110.2 for the year in
computing his taxable income for the
year."

(2) Subsection 70(3.1) of the said’ Act is

repcaled and the following substituted
therefor: :

“(3.1) For the purposes of this section,
“rights or things" do not include an inter-
est in a life insurance policy (other than an
annuity contract of a taxpayer where the
payment therefor was deductible in com-
puting his income by virtue of paragraph
60(/)), eligible capital property, land
included in the inventory of a business, a

Canadian resource property or a foreign

~ resource property.”

(3) Paragraphs 70(5)(c) to (e) of the said

Act are repealed and the following substitut-
ed therefor:

*(c) any person who, as_a_consequence
of the death of the taxpayer, has

acquired any particular capital property
of the taxpayer (other than depreciable
property of a prescribed class) that is
deemed by paragraph (a) to have been
disposed of by him at any time shall be
deemed to have acquired it immediately
after that time at a cost equal to its fair
market value immediately before the
death of the taxpayer;

(d} any person who, as_a conseguence
of the death of the taxpayer, has

acquired any particular depreciable
property of the taxpayer of a prescribed
class that is deemed by paragraph (5) to
have been disposed of by him at any
time shall be deemed to have acquired it
immediately after that time at a cost
equal to that proportion of the proceeds
of disposition of all depreciable property
of that class deemed by paragraph (b)
to have been reccived by the taxpayer
that the fair market value immediately
before the death of the taxpayer of the
particular property is of the fair market
value at that time of all of that property
of that class; and '
(e) where any depreciable property of*
the taxpayer of a prescribed class that is
deemed by paragraph () to have been
disposed of by the taxpayer has been
acquired by any person as & conse-
quence of the death of the taxpayer and
the amount that was the capital cost to
the taxpayer of that property exceeds
the amount determined under para-
graph (d) to be the cost to that person
thereof, for the purposes of sections 13
and 20 and any regulations made under
paragraph 20(1)(a),

(i) the capital cost to that person of

the property shall be deemed to be the
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amount that was the capital cost to
the taxpayer of the property, and

(ii) the excess shall be deemed to
have been allowed to that person in
respect of the property under regula-
tions made under paragraph 20(1)(a)
in computing income for taxation
years bzfore the acquisition by him of
the property.”

(4) All that portion of subsection 70(5.1)

of the said Act preceding paragraph (a)
thereof is repzaled and the following sub-
stituted therefor:

“(5.1) Notwithstanding subsection
24(1), where in a taxation year a taxpayer
has died and any person (other than a
spouse or corporation to whom subsection
24(2) applies), as_a_consequence of the
death of the taxpayer, has acquired any
particular eligible capital property of the
taxpayer, the following rules apply:”

(5) Paragraphs 70(5.2)(a) and () of the

said Act are repealed and the following sub-
stituted therefor:

“(a) for the purposes of subscction
59(1) and clauses 66.2(5)(b)(V)(A) and
66.4(5)(b)(v)(A), the taxpayer shall be
deemed to have disposcd, immediately
before his death, of each property owned
by him at that time that was a Canadian
resource property or a foreign resource
property and to have received proceeds
of disposition therefor equal to its fair
market value at that time;"

(6) Paragraph 70(5.2)(d) of the said Act

is repealed and the following substituted
therefor:

*“(d) notwithstanding paragraph (a),
where any property of a taxpayer vho
was resident in Canada immediately
before his death that is a Canadian
resource property or foreign resource
property has, on or after the death of
the taxpayer and as a consequence
thereof, been transferred or distributed
to the taxpayer’s spouse referred to in
paragraph (6)(a) or a trust referred to
in paragraph (6)(b), if it can be shown,
within the period ending 36 months
after the death of the taxpayer or, where
written application therefor has been
made to the Minister by the taxpayer's
legal representative within that period,
within such longer period as the Minis-
ter considers reasonable in the circum-
stances, that the property has become
vested indefeasibly in the spouse or
trust, as the case may be, the following
rules apply:

(i) the taxpayer shall be deemed to

have disposed of the property immedi-

ately before his death and to have

Fair market
value

repealed and
therefor:

received proceeds of disposition there-
for equal to such amount as is speci-
fied by the taxpayer's legal repre-
sentative in the return of income of
the taxpayer referred to in paragraph
150(1)(d), not exceeding the fair
market value of the property immedi-
ately before his death, and

(ii) the spouse or trust, as the case
may be, shall be deemed to have
acquired the property for an amount
equal to the amount included in the
taxpayer's income by virtue of subsec-
tion 59(1) or included in the amount
determined _under clause 66.2(5)(b)
(V)(A) or 66.4(5)(b)(v)(A), as the
case may be, in respect of the
property;”

(7) Paragraph 70(5.2)(f) of the said Act is

repealed and the following substituted
therefor:

*(f) notwithstanding paragraph (e),
where any property of a taxpayer who
was resident in Canada immediately
before his death that is land included in
the inventory of a business has, on or
after his death and as a consequence
thereof, been transferred or distributed
to the taxpayer's spouse referred to in
paragraph (6)(a) or a trust referred to
in paragraph (6)(b), if it can be shown
within the period ending 36 months
after the death of the taxpayer or, where
written application therefor has been
made to the Minister by the taxpayer's
legal representative within_that period
within such longer period as the Minis
ter_considers reasonable in the circum-
stances, that the property has become
vested indefeasibly in the spouse or
trust, as the case may be, the taxpayer
shall be deemed to have disposed of the
land immediately before his death and
to have received proceeds of disposition
therefor equal to the cost amount there-
of immediately before his death and the
spouse or trust, as the case may be, shall
be deemed to have acquired the property
for an amount equal to those proceeds.”

(8) Subsection 70(5.3) of the said Act is
the following substituted

**(5.3) For the purposes of subsections
(5), (9.4) and (9.5), the fair market value,
immediately before the death of the tax-
payer referred to in any of those subsec-
tions, of any share of the capital stock of a
corporation deemed to have been disposed
of as a consequence of his death shall be
determined as though the fair market
value at that time of any life insurance
policy under which the taxpayer was the
person whose life was insured were the
cash surrender value (within the meaning
assigned by paragraph 148(9)(b)) of the
policy at that time."
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(9) Paragraphs 70(5.4)(e) and (/) of the
said Act are repealed and the following sub-
stituted therefor:

“(e) any person who, as a consequence
of the death of the taxpayer, has
acquired any security of the taxpayer
that is deemed by paragraph (a) to have
been disposed of by the taxpayer at any
time shall be deemed to have acquired
the security immediately after that time
at a cost equal to its fair market value
(within the meaning assigned by para-
graph 47.1(1)(d)) immediately before
the death of the taxpayer;

(/) any person who, as a consequence of
the death of the taxpayer, has assumed

the obligation in respect of any put or
call option deemed by paragraph (b) to
have been closed out by the taxpayer
any time shall be deemed to have writ-
ten the option immediately after that
time for proceeds cqual to the amount
the taxpayer would have had to pay
immediately before his death if he had
closed out the option on a prescribed
stock exchange in Canada; and”

(10) Subparagraph 70(5.4)(g)(i) of the
said Act is repealed and the following sub-
stituted therefor:

*(i) all indexed securities owned
under an indexed security investment
plan by the taxpayer immediately
before his death and all obligations
outstanding at that time in respect of
options written under the plan have,
on or after his death and as a conse-
quence thereof, been transferred or
distributed to or assumed by the tax-
payer's spouse referred to in para-
graph (6)(a) or a trust referred to in
paragraph (6)(b), and"

(11) All that portion of subparagraph
70(5.4)(g)(ii) of the said Act preceding
clause (B) thereof is repealed and the follow-
ing substituted therefor:

"(ii) it can be shown, within the
period ending 36 months after the
death of the taxpayer or, where writ-
ten application therefor has been
made to the Minister by the taxpay-
er's legal representative within that
period, within such longer period as
the Minister considers reasonable in
the circumstances, that
(A) all rights and obligations of the
taxpayer under the contract evi-
dencing the plan have been trans-
ferred to or assumed by the spouse
or trust, as the case may be, and”

(12) All that portion of subsection 70(6)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

Where transfer
or distribution
Lo spouse or
trust

Transfer of

farm property
to child

23

*(6) Where any property of a taxpayer
who was resident in Canada immediately
before his death that is a property to which
paragraphs (5)(a) and (c), or paragraphs
(5)(b) and (d), as the case may be, would
otherwise apply has, on or after his death
and as a consequence thercof been trans-
ferred or distributed to™

(13) All that portion of subsection 70(6)
of the said Act following paragraph (&)
thereof and preceding paragraph (c) thereof
is repealed and the following substituted
therefor:

“if it can be shown, within the period
ending 36 months after the death of the
taxpayer or, where written application
therefor has been made to the Minister by
the taxpayer's legal representative within
that_period, within such longer period as
the Minister considers reasonabie in the
circumstances, that the property has
become vested indefeasibly in the spouse
or trust, as the case may be, the following
rules apply:"

(14) Subsection 70(6) of the said Act is
further amended by adding the word “and”
at the end of paragraph (d) thereof, by strik-
ing out the word "and" at the end of para-
graph (e) thereof and by repealing paragraph
(/) thereof.

(15) All that portion of subsection 70(9)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*“(9) Where any land in Canada or
depreciable property in Canada of a pre-
scribed class of a taxpayer to which para-
graphs (5)(a) and (c) or paragraphs (5)(5)
and (d), as the case may be, would other-
wise apply was, immediately before his
death, used by him, his spouse or any of
his children in the business of farming and
the property has, on or after the death of
the taxpayer and as a consequence thereof,
been transferred or distributed to a child
of the taxpayer who was resident in
Canada immediately before the death of
the taxpayer and jt can be shown, within
the period ending 36 months after the
death of the taxpayer or, where written
application therefor has been made to the
Minister by the taxpayer's legal repre-
sentative within_that period, within such
longer period as the Minister considers
reasonable in the circumstances, that the
property has become vested indefeasibly in
the child, the following rules apply:"

(16) All that portion of subsection 70(9.1)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:



24

Transfer of
farm progerty
from spouse's
trust to settlor's
children

Transfer of
family farm
corps. ard
parinzrships

Trancfer of
shares of small
burinzs comp,

Special Release

“(9.1) Where any property in Canada
of a taxpayer that is land or depreciable
property of a prescribed class has been
transferred or distributed to a trust
described in subsection (6) or subsection
73(1) and the property or_a replacement
property therefor in respect of which the
trust has made an election under subsec-
tion 13(4) or 44(1) was, immediately
before the death of the taxpayer’s spouse
who was a beneficiary under the trust,
used in the business of farming and has, on
the death of the spouse and as a conse-
quence thereof, been transferred or dis-
tributed to and become vested indefeasibly
in a child of the taxpayer who was resident
in Canada immediately before the death of
the spouse, the following rules apply:™

(17) All that portion of subsection 70(9.2)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

(9.2) Where at any particular time
after April 10, 1978 property of a taxpayer
that was, immediately before the taxpay-
er's death, a share of the capital stock of a
family farm corporation of the taxpayer or
an interest in a family farm partnership of
the taxpayer to which paragraphs (5)(a)
and (¢) would otherwise apply has, on or
after the death of the taxpayer and as a
consequence thercof, been transferred or
distrihuted to a child of the taxpayer who
was resident in Canada immediately
before the death of the taxpayer and it can
be shown, within the period ending 36
months after the death of the taxpayer or,
where wiritten application therefor has
been made to the Minister by the taxpay-
er’s legal representative within that period,
within such longer period as the Minister
considers reasonable in the circumstances,
that the property has become vested
indefeasibly in the child, the following
rules apply:"

(18) All that portion of subsection 70(9.4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub.
stituted therefor:

“(9.4) Where at any particular time
property of a taxpayer that was, immedi-
atcly before the taxpayer's death, a share
of the capital stock of a small business
corporation to whieh paragraphs (5)(a)
and (c) would otherwise apply has, on or
after the death of the taxpayer and as a
consequence thereof, been transferred or
distributed to a child of the taxpayer who
was resident in Canada immediately
before the death of the taxpayer and it can
be shown, within the period ending 36
months after the death of the taxpayer or,
where written application therefor has
been made to the Minister by the taxpay-
er's legal representative within that period,

within such longer period as the Minister
considers reasonable in the circumstances,
that the property has become vested
indefcasibly in the child, the following
rules apply:™

(19) Subparagraph 70(9.5)(d)(iv) of the
said Act is repealed and the following sub-
stituted therefor:

**(iv) such lesser amount as is speci-
fied by the trust in respect of the
transfer or distribution of the share;"

(20) Paragraph 70(9.5)(/) of the said Act
is repealed and the following substituted
therefor:

“(f) where two or more shares have
been disposed of by the trust at the same
time, this subsection applies as if each
share so disposed of had been separately
disposed of in the order designated by
the trust or if no such designation is
made, in the order designated by the
Minister,”

(21) Paragraph 70(9.7)(b) of the said Act
is repealed and the following substituted
therefor:

“(b) it can be shown, within the period
ending 36 months after the death of the
taxpayer or, Where written application
therefor has been made to the Minister
by the taxpayer’s legal representative
within that period, within sueh longer
period as the Minister considers reason-
able in the circumstances, that the prop-
erty has become vested indefeasibly in
the parent, and”

(22) Subgsection (1) is applicable to the
1985 and subsequent taxation years.

(23) Subsection (2) is applicable to taxa-
tion years commencing after 1984,

(24) Subsections (3), (4), (9), (10), (12)
and (14) are applicahle with respect to trans-
fers, distributions and acquisitions occurring
after 1981,

(25) Subsection (5) is applicable with
respect to deaths occurring in taxation years
commencing after 1984,

(26) Subsections (6), (7), (11), (13), (15),
(17) and (18) are applicahle

(a) with respect to deaths occurring after
1984; and

(&) with respect to any property of a tax-
payer who died after 1981 and before 1985
if the taxpayer's legal representative and
each person to whom any interest in the
property is transferred or distributed as a
consequence of the death of the taxpayer
jointly elect to have this paragraph apply
by notifying the Minister of National
Revenue in writing on or before the later
of December 31, 1985 and the day that is
90 days after this Act is assented to,
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except that in the application of paragraph
70(5.2){d) of the said Act as enacted by
subsection (6) with respect to such prop-
erty, any reference in that paragraph to “a
Canadian resource property or foreign
resource property" shall be read as a refer-
ence to “'a property referred to in any of
paragraphs 59(2)(a) to (e)".

(27) Subsection (8) is applicable with
respect to deaths occurring after December
1, 1982.

(28) Subsection (16) is applicable to the
1984 and subsequent taxation years.

(29) Subsection (21) is applicable

(a) with respect to deaths occurring after
1984; and -

(b) with respect to any property of a tax-
payer who died in 1984 if the taxpayer's
legal representative and ecach person to
whom any interest in the property is trans-
ferred or distributed as a consequence of
the death of the taxpayer jointly elect to
have this paragraph apply by notifying the
Minister of National Revenue in writing
on or before the later of December 31,
1985 and the day that is 90 days after this
Act is assented to.

34. (1) Clauses 72(2)(a)(iii)(C) and (D)
of the said Act are repealed and the follow-
ing substituted therefor:

*(C) an amount that by virtue of
subsection 59(1) has been included
in computing the transferee's
income for a preceding taxation
year, or

(D) for the purposes of subsection
64(1.1), an amount that by virtue
of paragraph 59(3.2)(c) has been
included in computing the trans-
feree's income for a preceding taxa-
tion year and to EE an amount
deducted by the transferee pursu-
ant to paragraph 64(1.1)(a) in
computing his income for his last

taxation year ending before the
rlT—J—L___em

(2) Subsection (1) is applicable with
respect to deaths occurring in taxation years
commencing after 1984,

35, (1) Paragraphs 73(3){(a) to (b.1) of
the said Act are repealed and the following
substituted therefor:

“(a) where the property transferred was
depreciahle property of a prescribed
class, the taxpayer shall be deemed to
have disposed of the property at the
time of the transfer for proceeds of dis-
position equal to,
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(i) in any case to which neither sub-
paragraph (ii) nor subparagraph (iii)
applies, the proceeds of disposition
otherwise determined,
(ii) if the proceeds of disposition
otherwise determined excesded the
greater of
(A) the fair market value of the
property immediatcly before the
time of the transfer, and
(B) that proportion of the unde-
preciated capital cost to him
immediately before the time of the
transfer of all of the depreciable
property of the taxpayer of that
class that the fair market value at
that time of the property so trans-
ferred was of the fair market value
at that time of all of the depre-
ciable property of the taxpayer of
that class,
the greater of the amounts referred to
in clauses (A) and (B), or
(iii) if the proceeds of disposition
otherwise determined were less than
the lesser of the amounts referred to
in clauses (ii){A) and (B), the lesser
of those amounts;

(b) where the property transferred was
land, the taxpayer shall be deemed to
have disposed of the property at the
time of the transfer for proceeds of dis-
position equal to,
(i) in any case to which neither sub-
paragraph (ii) nor subparagraph (iii)
applies, the proceeds of disposition
otherwise determined,
(it) if the proceeds of disposition
otherwise determined exceeded the
greater of
(A) the fair market value of the
land.immediately before the time of
the transfer, and
(B) the adjusted cost base to the
taxpayer of the land immediately
before the time of the transfer,
the greater of the amounts referred to
in clauses (A) and (B), or
(iit) if the proceeds of disposition
otherwise determined were less than
the lesser of the amounts referred to
in clauses (ii)(A) and (B), the lesser
of those amounts;

(b.1) where the property transferred
was eligible capital property, the tax-
payer shall be deemed to have disposed
of the property at the time of the trans-
fer for proceeds of disposition equal to,
(i) in any case to which neither sub-
paragraph (ii) nor subparagraph (iii)
applies, the proceeds of disposition
otherwise determined,
(ii) if the proceeds of disposition
otherwise determined exceeded the
greater of
(A) the fair market value of the
property immediately before the
time of the transfer, and
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(B) 2 times the taxpayer's cumula-
tive eligible capital in respect of the
business immediately before the
time of the transfer,
the greater of the amounts referred to
in clauses (A) and (B), or
(iit) if the proceeds of disposition
otherwise determined were less than
the lesser of the amounts referred to
in clauses (ii)(A) and (B), the lesser
of those amounts;”

(2) Paragraph 73(3)(d) of the said Act is
repealed and the following substituted
therefor:

“(d) the child shall be deemed to have
acquired the depreciable property or the
land; as the case may be, for an amount
equal to the proceeds of disposition
determined under paragraph (a) or (b),
respectively,”

(3) Paragraph 73(4)(a) of the said Act is
repealed and the following substituted
therefor:

“(a) the taxpayer shall be deemed to
have disposed of the property at the
time of the transfer for proceeds of dis-
position equal to,
(i) in any case to which neither sub-
paragraph (ii) nor subparagraph (iii)
applies, the proceeds of disposition
otherwise determined,

(ii) if the proceeds of disposition
otherwise determined exceeded the
greater of
(A) the fair market value of the
property immediately before the
time of the transfer, and
(B) the adjusted cost base to the
taxpayer of the property immedi-
ately before the time of the
transfer,
the greater of the amounts referred to
in clauses (A) and (B), or
(iii) if the proceeds of disposition
otherwise determined were less than
the lesser of the amounts referred to
in clauses (ii)(A) and (B), the lesser
of those amounts;”

(4) Paragraph 73(4)(c) of the said Act is
repealed and the following substituted
therefor:

*(¢) the child shall be deemed to have
acquired the property for an amount
equal to the proceeds of disposition
determined under paragraph (a).”

(5) All that portion of paragraph 73(5)(a)
of the said Act preceding subparagraph (i)
thereof is repealed and the following sub-
stituted therefor:

*(a) the taxpayer shall be deemed to
have disposed of the share at the time of
the transfer for proceeds of disposition
cqual to the amount, if any, by which”™

Exceptions

(6) Paragraph 73(5)(b) of the said Act is
repealed and the following substituted
therefor:

"(b) the child shall be deemed to have
acquired the share at a cost equal to the
proceeds of disposition determined
under paragraph (a); and”

(7) Subsections (1) to (6) are applicable
with respect to transfers occurring after
1981.

36. (1) Section 75 of the said Act is
amended by adding thereto the following
subsection:

“(3) Subsection (2) does not apply to
property held in a taxation year
(a) by a trust governed by a registered
pension fund or plan, an employees
profit sharing plan, a registered supple-
mentary unemployment benefit plan, a
registered retirement savings plan, a
deferred profit sharing plan, a registered
education savings plan, a registered
home ownership savings plan, a regis-
tered retirement income fund or an
employee benefit plan;
(b) by an employee trust, a related
segregated fund trust (within the mean-
ing assigned by section 138.1) or a trust
described in paragraph 149(1)(y);
(¢) by a trust that
(i) is not resident in Canada,
(ii) is resident in a country under the
laws of which an income tax is
imposed,
(iii) is exempt under the laws
referred to in subparagraph (ii) from
the payment of income tax to the
government of the country of which
the trust is a resident, and
(iv) was established principally in
connection with, or the principal pur-
pose of which is to administer or pro-
vide benefits under, one or more
superannuation, pension or retirement
funds or plans or any funds or plans
established to provide employee ben-
efits; or

(d) by a prescribed trust.”

(2) Subsection (1) is applicable to the
1982 and subsequent taxation years.

37. (1) Paragraph 80(1)(d) of the said
Act is repealed and the following substituted
therefor:

“(d) the debt or obligation was such
that
(i) where interest was paid or payable
by the taxpayer in respect of it pursu-
ant to a legal obligation, or
(ii) if interest had been paid or pay-
able by the taxpayer in respect of it
pursuant to a legal obligation,
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no amount in respect of the interest was
or would have been deductible under
this Part in computing his income if this
Act were read without reference to sub-
sections 18(2), (3.1) and (4) and section
2"

(2) Subsection 80(1) of the said Act is

further amended by striking out the word
“or" at the end of paragraph (e) thereof and
by adding thereto the following paragraphs:

“(g) the excess would be deemed by
subsection 39(3) to be a capital gain of
the taxpayer for the year from the dis-
position of a capital property if this Act
were read without reference to this sub-
section, or

() the debt or obligation is settled or
extinguished by way of bequest or
inheritance.”

(3) Subsection 80(3) of the said Act is

repealed and the following substituted
therefor:

*(3) Where

(a) there has been a winding-up to
which the rules in subsection 88(1)
applied and a debt or other obligation of
the subsidiary to pay an amount to the
parent or a debt or other obligation of
the parent to pay an amount to the
subsidiary is settled or extinguished on
the winding-up without any payment or
by the payment of an amount that is less
than both the principal amount of the
debt or obligation and the amount that
would have been the cost amount to the
parent or the subsidiary, as the case
may be, of the debt or obligation
immediately before the winding-up if
the definition “‘cost amount” in section
248 were read without reference to
paragraph (e) thereof, and
(b) the parent so elects in prescribed
form on or before the day on or before
which the parent is required to file a
return of income pursuant to section 150
for the taxation year in which the debt
or obligation was settled or extin-
guished,
the debt or obligation shall be deemed to
have been settled or extinguished on the
winding-up by the payment of an amount
equal to the amount that would have been
the cost amount to the parent or the sub-
sidiary, as the case may be, of the debt or
obligation immediately before the wind-
ing-up if the definition "cost amount™ in
section 248 were read without reference to
paragraph (e) thereof.”

Principal for
interest payable
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(4) Section 80 of the said Act is further
amended by adding thereto the following
subsection:

“(4) For the purposes of subsections (1)
and (3), an amount of interest payable by
a taxpayer on a debt or other obligation
shall be deemed to have a principal
amount equal to the portion thereof that
was deducted, or would, but for subsection
18(2) or (3.1) or section 21, have been
deductible, in computing his income for a
taxation year under this Part.”

(5) Subsections (1), (2) and (4) are appli-
cable with respect to debts and obligations
settled or extinguished after May 9, 1985.

(6) Subsection (3) is applicable with
respect to debts and other obligations settled
or extinguished after 1983 except that an
election under subsection 80(3) of the said
Act, as enacted by subsection (3), in respect
of the settlement or extinguishment of a debt
or other obligation of a parent to pay an
amount to a subsidiary may be filed in pre-
scribed form at any time on or before the day
that is the later of

(a) the day on or before which it would be

required by the said subsection 80(3) to be

filed, and

(b) December 31, 1986.

38. (1) Paragraph 80.4(1)(a) of the said
Act is repealed and the following substituted
therefor:

*(a) all interest on all such loans and
debts computed at the prescribed rate
on_cach such loan and debt for the
peried in the year during which it was
outstanding, and"

(2) All that portion of subsection 80.4(1)
of the said Act following subparagraph
(b)(iii) thereof is repealed and the following
substituted therefor:

‘“‘exceeds the aggregate of
(¢) the amount of interest for the year
paid on all such leans and debts not
later than 30 days after the end of the
year, and
(d) any portion of the aggregate deter-
mined in respect of the year under para-
graph (b) that is reimbursed in the year
or within 30 days after the end of the
year by the debtor to the person or
entity who made the payment referred
to in paragraph (4)."

(3) Paragraph 80.4(2)(d) of the said Act

is repealed and the following substituted
therefor:

*(d) all interest on all such loans and
debts computed at the prescribed rate
on each such loan and debt for the
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period in the year during which it was
outstanding”

(4) Subsection (2) is applicable to the
1984 and subscquent taxation years.

39, (1) Paragraphs 81(1)(g.1) to (g.3) of
the said Act are repealed and the following
substituted therefor:

Income from
parzonal injury
avard property

*(g.1) the income for the year from any
property acquired by or on behalf of a
person as an award of, or pursuant to an
action for, damages in respect of physi-
cal or mental injury to that_person, or
from any property substituted therefor
and any taxable capital gain for the year
from the disposition of any such
property,
(i) where the income was income
from the property, if the income was
carned in respect of a period before
the end of the taxation year in which
the person attained the age of 21
years, and
(ii) in any other case, if the person
was less than 21 years of age during
any part of the year;
Incoms from (g-2) any income for the year from any
L"n?c'::::"" income that is by virtue of paragraph
(g.) (g.1) or this paragraph not required to
be included in computing the taxpayer’s
income (other than any income attribut-
able to any period after the end of the
taxation year in which the person on
whose behalf the income was earned
attained the age of 21 years);"

(2) Subsection (1) is applicable to the
1984 and subsequent taxation years.

40, Section 84 of the said Act is amended
by adding thereto the following subsection:

Syfmnwm **(9) For greater certainty it is declared
tons, ete. that where a sharehoider of a corporation

has disposed of a share of the capital stock
of the corporation as a result of the
redemption, acquisition or cancellation of
the share by the corporation, the share-
holder shall, for the purposes of this Act,
be deemed to have disposed of the share to
the corporation.”

41, (1) All that portion of subsection
85(1) of the said Act preceding paragraph
(a) thercof is repealed and the following
substituted therefor;

Transfer of
wopcﬂy to

corp. by
shareholders

New corp,
deemed

continuation of
predecessor

Definition of
“subsidiary

wbolty-owned

corporation

88, (1) Where a taxpayer has after
May 6, 1974 disposed of any of his prop-
erty that was a capital property (other
than real property. an interest therein or
an option in respect thereof, owned by a
non-resident person), a Canadian resource
property, a foreign resource property, an
cligible capital property or an inventory
(other than real property) to a taxable
Canadian corporation for consideration
that includes shares of the capital stock of
the corporation, if the taxpayer and the
corporation have jointly so clected in pre-
scribed form and within the time referred
to in subsection (6), the following rules
apply:”

(2) Paragraph 85(2)(a) of the said Act is
repealed and the following substituted
therefor:

“(a) a partnership has disposed of any
partnership property that was a capital
property (other than real property, an
interest therein or an option in respect
thereof, owned by a partnership that
was not a Canadian partnership at the
time of the disposition), a_Canadian
resource property, a foreign resource
property, an cligible capital property or
an inventory (other than real property)
to a taxable Canadian corporation for
consideration that includes shares of the
capital stock of the corporation, and”

(3) Subsections (1) and (2) are applicable
to taxation years commencing after 1984,

42. (1) Subsections 87(1.2) and (1.3) of
the said Act are repealed and the following
substituted therefor:

“(1.2) Where there has been an amal-
gamation of corporations described in

aragraph (1.1){(a) or (), the new corpo-

ration shall, for the purposes of section 29
of the Income Tax Application Rules,
1971, subsection 59(3.3) and sections 66,
66.1, 66.2 and 66.4, be deemed to be the
same corporation as and a continuation of

cach predecessor corporation, except that
this subsection shali in no respect affect

the determination of any predecessor cor-

ggrauon f‘ scal period, taxable income or

tax payabl

(2) All that portion of subsection 87(1.4)
of the said Act preceding paragraph (a)

thereof is repealed and the following sub-
stituted therefor:

“(1.4) Notwithstanding subsection
248(1), for the purposes of this subsection
and subsections (1.1) and (1.2), “subsidi-
ary wholly-owned corporation” of a corpo-
ration (in this subsection referred to as the
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“parent corporation'') means a corporation
all the issued and outstanding shares of the
capital stock of which belong to™

(3) All that portion of paragraph 87(2)(5)
of the said Act following subparagraph (ii)
thereof is repealed and the following sub-
stituted therefor:

“the property so included shall be
deemed to have been acquired by the
new corporation at the commencement
of its first taxation year for an amount
determined in accordance with section
10 as the value thereof for the purpose
of computing the income of the prede-
cessor corporation for its last taxation
year, except that where the income of
the predecessor corporation for its last
taxation year was computed in accord-
ance with the method authorized by
subsection 28(1), the amount so deter-
mined shall be deemed to be the
amount, if any, specified in respect of
the predecessor corporation under para-
graph 28(1)(b) for that'year;"

(8) Subsection (3) is applicable with
respect to amalgamations occurring after
1981.

(9) Subsections (4) and (5) are applicable
to the 1984 and subsequent taxation years.

(10) Subsection (6) is applicable with
respect to amalgamations occurring after
1983.

43, (1) Subparagraph 88(1)(a)(i) of the
said Act is repealed and the following sub-
stituted therefor:

*(i) in the case of a Canadian
resource property or foreign resource
property, nil,"

(2) Subparagraph 88(1)(e.6)(i) of the said
Act is repealed and the following substituted
therefor:

*(i) the parent shall be deemed to
have made a gift in each of its taxa-
tion years in which a gift year of the
subsidiary ended equal to the amount,
if any, hy which the aggregate of all
gifts made by the subsidiary in the

(4) Paragraph 87(2)(v) of the said Act is
repealed and the following substituted
therefor:

*(v) for the purposes of paragraphs

gift year exceeds the aggregate of all
amounts deducted by the subsidiary
under paragraph 110(1)(a), (b) or
(b.1) in respect of such gifts, and™

110(1)(a), () and (b.1), the new corpo-
ration shall be deemed to be the same
corporation as and a continuation of
cach predecessor corporation  with
respect to gifts;”

(3) Subsection 88(1) of the said Act is
further amended by striking out the word
*‘and" and the end of paragraph (e.7) thereof
and by adding thereto, immediately after
paragraph (e.7) thereof, the following para-
graph:

(5) Paragraph 87(2)(mm) of the said Act
is repealed.

(6) Subsection 87(2) of the said Act is
further amended by adding thereto the fol-
lowing paragraph:

"(e.8) for the purposes of subsection

127(10.1), paragraph 127.1(2)(a) and

subparagraph 157(1)(8)(i),

(i) the taxable income of the parent

"(00) for the purposes of applying sub-
section 127(10.1), paragraph
127.1(2)(a) and subparagraph
157(1)(b)(i) in respect of the first taxa-
tion year of the new corporation, the
new corporation shall be deemed to have
had a taxation year immediately preced-
ing its first taxation year and to have
had
(i) taxable income for that preceding
taxation year equal to the aggregate
of amounts each of which is the tax-
able income of a predecessor corpora-
tion for its taxation year ending
immediately before the amalgama-
tion, and
(ii) a business limit for that preced-
ing taxation year equal to the aggre-
gate of amounts cach of which is the
business limit of a predecessor corpo-
ration for its taxation year ending
immediately before the amalgama-
tion.”

(7) Subsections (1) and (2) are applicable
with respect to amalgamations occurring.
after 1982,

for its taxation year during which it
received the assets of the subsidiary
on the winding-up shall be deemed to
be the aggregate of its taxable income
for that year as otherwise determined
and the taxable incomes of the sub-
sidiary for its taxation years ending in
the calendar year in which that year
ended, and

(i) the business limit of the parent
for that year shall be deemed to be
the aggregate of its business limit for
that year as otherwise determined and
the business limits of the subsidiary
for its taxation years ending in the
calendar year in which that year
ended: and™

(4) All that portion of subsection 88(1.1)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

lNonupil-! . "(1.1) Where a Canadian corporation
sovuidinty (in this subsection referred to as the “sub-

sidiary™) has been wound-up and not less
than 90% of the issued shares of each class
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of the capital stock of the subsidiary were,
immediately before the winding-up, owned
by another Canadian corporation (in this
subsection referred to as the “parent”) and
all the shares of the subsidiary that were
not owned by the parent immediately
before the winding-up were owned at that
time by a person or persons with whom the
parent was dealing at arm’'s length, for the
purpose of computing the taxable income
of the parent under this Part and the tax
payable under Part IV by the parent for
any taxation year commencing after the
commencement of the winding-up, such
portion of any non-capital loss, restricted
farm loss or farm loss of the subsidiary as
may reasonably be regarded as its loss
from carrying on a particular business (in
this subsection referred to as the “subsidi-
ary’s loss business™) and any other portion
of any non-capital loss of the subsidiary as
may reasonably be regarded as being
derived from any other source or being in
respect of a claim made under section
110.5 Tor any particular taxatidn year of
the subsidiary (in this subsection referred
to as “the subsidiary’s loss year"), to the
extent that it”

(5) Subsection 88(1.1) of the said Act is
amended by striking out the word “and” at
the end of paragraph (c) thereof and by
repealing paragraph (d) thereof and sub-
stituting the following therefor:

"(d) in the case of any other portion of
any non-capital loss of the subsidiary as
may_reasonably be regarded as being
derived from any other source, be
deemed, for the taxation year of the
parent in which the subsidiary’s loss
year ended, to be a non-capital loss of
the parent that was derived from the
source from which the subsidiary
derived that portion of its non-capital
loss and that was not deductible by the
parent in computing its taxable income
for any taxation year that commenced
before the commencement of the wind-
ing-up, and

(d.1) in the case of any other portion of
any non-capital loss of the sibsidiary as
may reasonably be regarded as being in
respect of a claim made under section
110.5, be deemed, for the taxation year
of the parent in which the subsidiary’s
loss year ended, to be a non-capital loss
of the parent in respect of a claim made
under section 110.5 that was not deduct-
ible by the parent in computing its tax-
able income for any taxation year that
commenced before the commencement
of the winding-up,”

(6) Subparagraph 88(1.1)(e)(i) of the said
Act is repealed and the following substituted
therefor:

“(i) only if that business was carried
on by the subsidiary or parent for
profit or with a reasonable expecta-
tion of profit
(A) throughout the part of the par-
ticular year that is after that time,
where control of the parent or sub-
sidiary was acquired in the particu-
lar year, and
(B) throughout the particular year,
in any other case, and"

(7) Clause 88(1.1)(e)(i1)(B) of the said
Act is repealed and the following substituted
therefor:

*(B) the amount, if any, by which
(1) the aggregate of the parent's
taxable capital gains for the par-
ticular year from dispositions of
property owned by the corpora-
tion at or before that time, other
than property that was acquired
by the subsidiary within the two-
year period ending at that time
from the purchaser or a person
who did not deal at arm’s length
with the purchaser,

exceeds
(1) the aggregate of the parent’s
allovable capital losses for the
particular year from dispositions
described in subclause (1).”

(8) All that portion of subsection 88(1.4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

Qualified *(1.4) For the purposes of this subsec.
::g';:,‘}i‘,“;"’ tion and section 37.1, where the rules in
subsection (1) applied to the winding-ug of.
a subsidiary, for the purpose of computing
the income of its parent for any taxation
year commencing after the subsidiary has
been wound up, the following rules apply:”
(9) Section 88 of the said Act is further
amended by adding thereto, immediately
after subsection (1.4) thereof, the following
subsection:
Parent corp. "(1.5) For the purposes of section 29 of
ol the 1 Tax Application Rules, 1971,

subsection 59(3.3) and sections 66, 66.1,
66.2 and 66.4, where the rules in subsec-
tion (1) applied to the winding-up of a
subsidiary, its parent shall be deemed to be
the same corporation as and a continua-
tion of the subsidiary.”
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(10) All that portion of subsection 88(2)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(2) Where a Canadian corporation
(other than a subsidiary to the winding-up
of which the rules in subsection (1)
applied) has been wound up after 1978
and, at a particular time in the course of
the winding-up, all or substantially all of
the property owned by the corporation
immediately before that time was dis-
tributed to the sharcholders of the
corporation,”

(11) Paragraph 88(2.1)(¢) of the said Act
is repealed and the following substituted
therefor:

*(¢) where before the particular time a
subsidiary (to the winding-up of which
the rules in subsection (1) applied) of
the particular corporation has been
wound up after 1978, an amount equal
to the pre-1972 capital surplus on hand
of the subsidiary immediately before the
commencement of the winding-up, and”

(12) Subsection (1) is applicable with
respect to windings-up commencing in taxa-
tion years commencing after 1984,

(13) Subsection (2) is applicable to the
1984 and subsequent taxation years.

(14) Subsection (3) is applicable with
respect to windings-up commencing after
1983.

(15) Subsections (4) and (5) are appli-
cable with respect to non-capital losses for
the 1985 and subsequent taxation years.

(16) Subsection (6) is applicable with
respect to windings-up commencing in the
1983 and subsequent taxation years.

(17) Subsection (7) is applicable with
respect to acquisitions of control occurring
after May 9, 1985, except that subclause
88(1.1)(e)(ii)(B)(I) of the said Act, as enact-
ed by subsection (7), is applicable with
respect to acquisitions of control occurring in
the 1984 and subsequent taxation years.

(18) Subsections (8) to (11) are applicabie
with respect to windings-up commencing
after 1982,

44. (1) Paragraph 89(1)(b.1) of the said
Act is repealed and the following substituted
therefor:

“(b.1) “‘designated property™ means
(i) any property of a private corpora-
tion that last became a private corpo-
ration before November 13, 1981 and
that was acquired by it
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(A) before November 13, 1981, or
(B) after November 12, 1981 pur-
suant to an agreement in writing
entered into on or before that date,
(ii) any property of a private corpora-
tion that was acquired by it from
another private corporation with
whom the private corporation was not
dealing at arm's length (otherwise
than by virtue of a right referred to in
paragraph 251(5)(b)) at the time the
property was acquired, where the
property was a designated property of
the other private corporation,
(iii) a share acquired by a private
corporation in a transaction to which
section 51, subsection 85(1) or section
85.1, 86 or 87 applied in exchange for
another share that was a designated
property of the corporation, or
(iv) a replacement property (within
the meaning assigned by section 44)
for a_designated property disposed of

by virtue of an event referred to in
subparagraph 54(k)(ii), (iii) or (iv);"

(2) Subsection (1) is applicable after
November 12, 1981,

45. All that portion of subparagraph
94(1)(b)(i) of the said Act preceding clause
(A) thereof is repealed and the following
substituted therefor:

“(i) the trust, or & non-resident cor-
poration that would, if the trust were
resident in Canada, be a controlled
foreign affiliate of the trust, has,
other than in prescribed circum-
stances, acquired property, directly or
indirectly in any manner whatever,
from”

46, Subparagraph 94.1(1)(/)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

*“(ii) the quotient obtained when the
prescribed rate of interest for the
period including that month is divided
by 12"

47. (1) Subparagraph 95(1)(/)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

“(it) where the taxpayer is a corpora-
tion, the quotient obtained when one
is divided by the percentage set out in
paragraph 123(1)(a);"

(2) Subsection (1) is applicahle to taxation
years commencing after June 22, 1984,

48. (1) Paragraph 96(1)(d) of the said
Act is repealed and the following substituted
therefor:
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*(d) each income or loss of the partner-
ship for a taxation year were computed
as if this Act were read without refer-
ence to subsections 66.1(1), 66.2(1) and
66.4(1) and as if no deduction were
permitted by subsection 65(1), section
66, 66.1, 66.2 or 66.4 or the Income Tax
Applicatlon Rules. 1971 in respect of
this paragraph;”

(2) Subsection (1) is applicable to taxation
years commencing after 1984,

49, (1) All that portion of subsection
97(2) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

z‘l:‘l:l‘i‘o:%cm *(2) Notwithstanding any other provi-
parners sion of this Act, other than subsection

85(5.1), where at any time after Novem-
ber 12, 1981 a taxpayer has disposed of
any capital property, a Canadian resource
property, a foreign resource property, an
eligible capital property or an inventory to
a partnership that immediately after that
time was a Canadian partnership of which
the taxpayer was a member, if the taxpay-
er and all the other members of the part-
nership have jointly so elected in pre-
scribed form and within the time referred
to in subsection 96(4), the following rules
apply:”

(2) Subsection (1) is applicable to taxation
years commencing after 1984,

50. (1) All that portion of subsection
104(4) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

Deemed **(4) Every trust shall, on each of the

dispesition b3 poliowing da);’s, be deemed to have dis-
posed of each property of the trust that
was capital property (other than depre-
ciable property) or land included in the
inventory of the trust for proceeds equal to
its fair market value on that day and to
have reacquired the property immediately
thereafter for an amount equal to that fair
market value, and for the purposes of this
Act those days are™

(2) All that portion of subsection 104(5)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

tdem **(5) Every trust shall, on each day
determined under subsection (4) in respect
of the trust, be deemed to have disposed of
all depreciable property of a prescribed
class of the trust for proceeds equal to/”

Rules for trusts

Ttust for minor

(3) Section 104 of the said Act is further
amended by adding thereto, immediately
after subsection (5.1) thereof, the following
subsection:

“(5.2) Where on a day determined
under subsection (4) in respect of a trust
the trust owns a Canadian resource prop-
erty or a foreign resource property, the
following rules apply:

(a) for the purpose of determining the

amounts under subsections 59(1), 66(4),

66.2(1) and 66.4(1) and paragraphs

59(3.2)(¢), 66.2(5)(b) and 66.4(5)(b).

the trust shall be deemed
(i) to have a taxation year (in this
subsection referred to as the “old tax-
ation year') that ended on that day
and a new taxation year (in this sub-
section referred to as the “‘new taxa-
tion year’) that commenced immedi-
ately after that day, and
(ii) to have disposed, immediately
before the end of the old taxation
year, of each of its Canadian resource
properties and foreign resource prop-
erties for proceeds that become
receivable at that time equal to its
fair market value at that time and to
have reacquired, at the beginning of
the new taxation year, each such
property for an amount equal to that
fair market value; and

(b) for the particular taxation year of

the trust that included that day, the

trust shall
(i) include in computing its income
for the particular taxation year the
amount, if any, determined under
paragraph 59(3.2)(c) in respect of the
old taxation year and the amount so
included shall, for the purposes of
subparagraph ~ 66.2(5)(b)(ii), be
deemed to have been included in com-
puting its income for a preceding tax-
ation year, and
(ii) deduct in computing its income
for the particular taxation year the

amount, if any, determined under
subsection 66(4) in respect of the old
taxation year and the amount so
deducted shall, for the purposes of
paragraph 66(4)(a), be deemed to
have been deducted for a preceding
taxation year."

(4) Subsection 104(18) of the said Act is
repealed and the following substituted
therefor;

*(18) Where all or any part of the
income of a trust for a taxation year was
not payable in the year and was held in
trust for a minor whose right thereto had
vested and the only reason that it was not
payable in the year was that the benefici-
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ary was a minor, it shall, for the purposes
of subsections (6) and (13), be considered
to have been payable to the minor in the
year.” —_——

(5) Section 104 of the said Act is further
amended by adding thercto, immediately
after subsection (21) thereof, the following
subsection: -

**(21.1) Such portion of the amount, if
any, deemed by virtue of subsection (21)
to be a taxable capital gain for a taxation
year of a particular beneficiary under a
trust, other than a mutual fund trust, from
the disposition of capital property as is
designated in respect of the particular
beneficiary by the trust in its return of
income for that taxation year under this
Part for the purposes of computing the
amount deductible under section 110.1 by
the particular beneficiary for the year,
shall, for the purposes of that section, be
deemed to be a taxable capital gain for the
year of the particular beneficiary from the
disposition of Canadian securities and not
to be a taxable capital gain of the trust
from the disposition of Canadian securities
to the extent that the portion so designated
does not exceed the amount, if any, by
which

(a) the aggregate of taxable capital

gains of the trust for the year from the

disposition of Canadian securities
exceeds the aggregate of

(b) the allowable capital losses of the
trust for the year from the disposition of
Canadian securities,

(¢) that portion of the amount, if any,
deducted under paragraph 111(1)(8)
from the income of the trust for the year
that may reasonably be regarded as
attributable to the disposition of
Canadian securities, and

(d) the amounts designated under this
subsection by the trust for the year in
respect of other bencficiaries of the
trust,
and, for the purposes of this subsection,
“Canadian securities” has the meaning
assigned by subsection 110.1(6).”

(6) Paragraph 104(23)(d) of the said Act
is repealed and the following substituted
therefor:

**(d) where an individual having income
from the trust died after the end of a
taxation year of the trust but before the
end of the calendar year in which the
taxation year ended, his income from
the trust for the period commencing
immediately after the end of the taxa-
tion year and ending at the time of

death shall be included in computing the

Portion of
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interest of
beneficiary

33

individual's income for his taxation year
in which he died unless his legal repre-
sentative has elected otherwise, in which
case the legal representative shall file a
separate return of income for the period
under this Part and pay the tax for the

period under this Part as if
(i) the individval were another
person,

(ii) the period were a taxation year,
(iii) that other person’s only income
for the period were the individual's
income from the trust for that period,
and

(iv) subject to section 114.2, that
other person were entitled to the
deductions to which the individual
was entitled under sections 109 to
110.2 for the period in computing his
taxable income for the period; and”

(7) All that portion of subsection 104(26)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(26) Such portion of the amount, if
any, determined in respect of a trust for a
taxation year under paragraph 110.1(1)(5)
if that paragraph were read without refer-
ence to subparagraphs (ii) to (iii.2) and
clause (iv)(B) thereof and if subsection
110.1(1) were read without reference to
the words “(other than a trust that is not a
testamentary trust within the meaning
assigned by paragraph 108(1)(i))" as”

(8) Subsections (1) to (3) are applicable to
taxation years of a trust commencing after
1984.

(9) Subsections (4) to (7) are applicable to
the 1985 and subsequent taxation years.

51. (1) Paragraph 107(4)(a) of the said
Act is repealed and the following substituted
therefor:

**(a) the property so distributed by the
trust was capital property, 8 Canadian
resource property, a foreign resource
property or property that was land
included in the inventory of the trust,”

(2) Subsection (1) is applicable to taxation
years commencing after 1984,

52, (1) Subparagraphs 108(1)(i)(ii) and
(iii) of the said Act arc repealed and the
following substituted therefor:

*(if) a trust created after November
12, 1981 if, before the end of the
taxation year, property has been con-
trihuted 1o the trust otherwise than by
an individual on or after his death and
as a consequence thereof, and

(iii) a trust created before November
13, 1981 if
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(A) after June 28, 1982 property
has been contributed to the trust
otherwise than by an individual on
or_after his death and as a conse-
quence thereof, or

(B) before the end of the taxation
year, the aggregate fair market
value of the property owned by the
trust that was contributed to the
trust otherwise than by an individu-
al on or_after his death and as a
consequence thereof and the prop-
erty owned by the trust that was
substituted for such property
exceeds the aggregate fair market
value of the property owned by the
trust that was contributed hy an
individual on or after his death and
as a consequence thereof and the
property owned hy the trust that
was substituted for such property,
and for the purposes of this clause
the fair market value of any prop-
erty shall be determined as at the
time it was acquired by the trust;
and”

(2) Subsection (1) is applicahle to taxation
years commencing after November 12, 1981.

53. (1) All that portion of paragraph
109(1)(d) of the said Act preceding subpara-
graph (i) thercof is repealed and the follow-
ing substituted therefor:

*(d) for each child or grandchild of the
individual who, during the year, was
dependent upon him for support and
was”

(2) ANl that portion of paragraph
109(1)(e) of the said Act preceding subpara-
graph (i) thereof is repealed and the follow-
ing substituted therefor:

‘““(e) for each niece or nephew of the
individual or his spouse who, during the
year, resided in Canada, was dependent
upon the individual for support and wvas
a person described in subparagraph
(d)(i), (ii) or (iii), an amount equal to,”

(3) Subsection 109(3) of the said Act is
repealed.

(4) Subsection 109(5) of the said Act is
repealed and the following substituted
therefor:

“(5) Where more than onc taxpayer is,
in respect of a taxation year, entitled to
deduct an amount under any of para-
graphs (1)(d), (e), (/) and (g) in respect of
the same dependant, the aggregate of all
amounts deductible for the year by those
taxpayers in respect of that dependant
shall not exceed the maximum amount
that would be deductible under any one of

Chariuble gifts

Gifis to Her
Majesty

Gifts to
institutions

those paragraphs for the year by any one
of those taxpayers in respect of that
dependant if that taxpayer were the only
taxpayer entitled to deduct an amount
under that paragraph in respect of that
dependant and where the taxpayers cannot
agree as to what portion of the amount
each can deduct, the Minister may fix the
portions.”

(5) Subsections (1) to (4) are applicable to

the }985 and subsequent taxation years,

54, (1) AIll that portion of paragraph

110(1)(a) of the said Act preceding subpara-
graph (i) thereof is-repealed and the follow-
ing substituted therefor:

*(a) the aggrepate of gifts made by the
taxpayer in the year (and in the §
immediately preceding taxation years to
the extent of the amount thereof that
was not deducted in computing the tax-
able income of the taxpayer for any
preceding taxation year) to”

(2) Paragraphs 110(1)(b) and (b.1) of the

said Act are repealed and the following sub-
stituted therefor:

“(b) the aggregate of gifts made by the
taxpayer in the year (and in the 5
immediately preceding taxation years,
to the extent of the amount thereof that
was not deducted in computing the tax-
able income of the taxpayer for any
preceding taxation year) to Her Majesty
in right of Canada and Her Majesty in
right of the provinces, not exceeding the
amount remaining, if any, when the
amount deducted for the year under
paragraph (a) is deducted from the
income of the taxpayer for the year, if
payment of the amounts given is proven
by filing receipts with the Minister that
contain prescribed information;

(b.1) the aggregate of gifts of objects
that the Canadian Cultural Property
Export Review Board has determined
meet all of the criteria set out in para-
graphs 23(3)(b) and (c¢) of the Cultural
Property Export and Iinport Act, which
gifts were not deducted under paragraph
(a) or (b) and were made by the taxpay-
er in the year (and in the 5 immediately
preceding taxation years, to the extent
of the amount thereof that was not
deducted under this Act in computing
the taxahle income of the taxpayer for
any preceding taxation year) to institu-
tions or public authorities in Canada
that were, at the time the gifts were
made, designated under subsection
26(2) of that Act either generally or. for
a purpose related to those objects, not
exceeding the amount remaining, if any,
when the amounts deducted for the year
under paragraphs (q) and (b) are
deducted from the income of the tax-
payer for the year, if payment of the
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amounts given is proven by filing
receipts with the Minister that contain
prescribed information;"

(3) All that portion of paragraph
110(1)(c) of the said Act preceding subpara-
graph (iii) thereof is repealed and the follow-
ing substituted therefor:

*(c)-an amount equal to that portion of

medical expenses in excess of 3% of the

taxpayer’s income for the year paid

either by the taxpayer or his legal

representative,

= (i) in the event of the death of the
taxpayer in_the year. within any
period of 24 months that included the
day of death, or

(ii) in_any other case, within any
period of 12 months ending in the

year

if the amount was not included in the
calculation of a deduction for medical
expenses under this Act for a preceding

taxation year, payment of the expenses

is proven by filing receipts with the
Minister and the payment was made”

(4) Suhparagraph 110(1)(c)(v) of the said
Act is repealed and the following substituted
therefor:

*(v) for the full-time care in a nurs-
ing home of the taxpayer. his spouse
or any such dependant, who has been
certified hy a qualified medical prac-
titioner to be a person who. by reason
of lack-of normal mental capacity, is
and in the foreseeable future will con-
tinue to be dependent on others for
his personal needs and care,”

(5) Paragraph 110(1)(c) of the said Act is
amended by striking out the word “or™ at the
end of subparagraph (xiv) thereof and by
repealing all that portion thercof following
subparagraph (xiv) thercof and substituting
the following therefor:

“(xv) to a person authorized under
the laws of a province to carry on the
business of a dental mechanic, for the
making or repairing of an upper or
lower denture, or for the taking of
impressions, bite registrations and
insertions in respect of the making,
producing, constructing and furnish-
ing of an upper or lower denture, for
the taxpayer, his spouse or any such
dependant, or

(xvi) as a premium, contribution or
other consideration to a private health
services plan in respect of one or more
of the taxpayer, his spouse and any
member of his household with whom

Time of gift
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medical
expense
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he is connected by blood relationship,
marriage or adoption;”

(6) AIll that portion of paragraph.
110(1)(e.2) of the said Act following sub-
paragraph (ii) thereof is repealed and the
following substituted therefor:

“and no amount in respect of remunera-
tion for an attendant, or care in a nurs-
ing home, by reason of the person’s
blindness, illness, injury or affliction has
been deducted under this section for the

year by the taxpayer or any other
person;”

(7) Subsection 110(1.2) of the said Act is
repealed and the following substituted
therefor:

*(1.2) For the purposes of paragraphs
(1)(a), (b) and (b.1), a gift made by an
individual in the year of his death shall be
deemed to have been made by him in the
immediately preceding year to the extent
that the amount thercof was not deducted
in computing his taxable income for the
taxation year in which he died.”

(8) Subsections 110(6) to (7) of the said
Act are repealed and the following substitut-
ed therefor:

*(6) For the purposes of paragraph
(1)e),

(a) any amount included in computing
a taxpayer's income for a taxation year
from an office or employment in respect
of a_medical expense described in any of
subparagraphs (1){(c)(iii) to (xv) paid or
provided by an employer at a particular
time shall be deemed to be 2_medical
expense paid by the taxpayer at that
time; and

(b) there shall not be included as a
medical expense of a taxpayer any

expense for which the taxpayer or his
legal representative has been or is en-
titled to be reimbursed, except te the
extent that the amount thercof is
required to be included in computing the

taxpayer's income under this Part.

(7) Where more than one taxpayer is, in
respect of a taxation year, entitled to
deduct an amount under paragraph
(1)(e.2) in respect of the same person, the
aggregate of all amounts deductihle for
the year by those taxpayers in respect of
that person shall not exceed the amount
that would be deductihle under that para-
graph for the year by any taxpayer in
respect of that person if that taxpayer
were the only taxpayer entitled to deduct
an amount under that paragraph in respect
of that person and where the taxpayers
cannot agree as to what portion of the
amount each can deduct, the Minister may
fix the portions.”
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(9) Subparagraph 110(8)(a)(iii) of the
said Act is repealed and the following sub-
stituted therefor:

“(iii) a law of a province that estab-
lishes a health care insurance plan in
respect of which the province receives
contributions from Canada for
insured health services provided under
the plan pursuant to the Federal-
Provincial Fiscal Arrangements and
Federal Post-Secondary Education
and Health Contributions Act, 1977,
or”

(10) Subsections (1), (2) and (7) are ap-
plicable to the 1984 and subsequent taxation
years except that, for the purposes of para-
graph 110(1)(a) of the said Act, as enacted
by subsection (1), and paragraphs 110(1)(5)
and (b.1) of the said Act, as enacted by
subsection (2), gifts made by a taxpayer in a
taxation year before 1984 in which the tax-
payer claimed a deduction under paragraph
110(1)(d) of the said Act shall be considered
to have been deducted in that taxation year.

(11) Subsections (3) to (6) and (8) are
applicable to the 1985 and subsequent taxa-
tion years.

85, (1) Subsection 110.4(6) of the said
Act is repealed and the following substituted
therefor:

"(6) An clection filed by an_individual
under subsection (1) for a year of averag-
ing is not valid unless on or before the day
on or before which the election is required
to be filed, the individual

(a) has filed a return of income for each
taxation year referred to in subclause
(1)(B)(i)(B)(}) for which tax was pay-
able by him under this Part; and

(b) has filed, with his return of income
for the year of averaging, a prescribed
form for each taxation year referred to
in subclause (1)(b)(ii}(B}(I) for which
no tax was payable by him under this
?lart and for_which no return has been
iled.

(6.1) An election filed by an individual
under subsection (1) or (2) for a taxation
year may be revoked

(a) where the individual died in the
year in which the election was filed, by
the individual or his legal representative
filing with the Minister a notice of revo-
cation in writing not later than the day
on or before which the individual's
return of income for the year of death is
required to be filed, or would be
required to be filed if tax under this Part
were payable for the year of death; and

(b) in any other case, by the individual
or his legal representative filing with the
Minister a notice of revecation in writ-
ing not later than the 30th day following
the day of mailing of a notice of assess-
ment of an amount payable by him
under this Part for the year.”

(2) Subsection 110.4(7) of the said Act is
repealed. '

(3) ANl that portion of paragraph
110.4(8)(a) of the said Act following sub-
paragraph (ii) thereof is repzaled and the
following substituted therefor:

“except that, where the individual dies
in a taxation year, his accumulated
averaging amount at the end of that
year means
(iii) nil, where the individual’s tax
payable under this Part for that year
is computed under section 119, or
(iv) the amount determined under
subparagraph (i) for that year, in any
other case; and”

(4) Subsection 110.4(6) of the said Act, as
enacted by subsection (1), is applicable to

(a) clections filed for the 1984 and subse-
quent taxation years; and

(b) elections filed by a taxpayer for the
1982 and 1983 taxation years if the tax-
payer so requests of the Minister in writ-
ing before May, 1986.

(5) Subsection 110.4(6.1) of the said Act,
as enacted by subsection (1), is applicable to
the 1982 and subsequent taxation years,
except that where the taxation year referred
to in the said subsection is the 1982, 1983 or
1984 taxation year, the notice of revocation
referred to in paragraphs (a) and (b) of the
said subsection may be filed with the Minis-
ter at any time on or before the later of

(a) the day on or before which it would be

reqduired by the said subsection to be filed;

an

(b) April 30, 1986.

(6) Subsection (2) is applicable to the
1982 and subsequent taxation years.

(7) Subsection (3) is applicable to the
1985 and subsequent taxation years.

56. (1) The said Act is further amended
by adding thereto, immediately after section
1104 thereof, the following section:

“110,3 There shall be added to a corpo-
ration’s taxable income otherwise deter-
mined for a taxation year such amount as
the corporation may claim to the extent
that the addition thereof
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(a) increases any amount deductible by
the corporation under subsection 126(1)
or (2) for the year; and

(b) does not increase an amount
deductible by the corporation under any
of sections 125, 125.1, 127, 127.2 or
127.3 for the year."

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years,

57. (1) Subparagraph 111(5)(a)(i) of the
said Act is repealed and the following sub-
stituted therefor:

“(i) only if that business was carried
on by the corporation for profit or a
reasonable expectation of profit
(A) throughout the part of the par-
ticular year that is after that time,
where control of the corporation
wa; acquired in the particular year,
an
(B) throughout the particular year,
in any other case, and"

(2) Clause 111(5)(a)(ii)(B) of the said
Act is repealed and the following substituted
therefor:

*(B) the amount, if any, by which
(I) the aggregate of the corpora-
tion’s taxable capital gains for
the particular year from disposi-
tions of property owned by the
corporation at or before that
time, other than property that

was acquired by the corporation
within the two-year period

ending at that time from the pur-
chaser or a person who did not
deal at arm's length with the
purchaser,
exceeds

(1) the aggregate of the corpora-
tion's allowable capital losses for
the particular year from disposi-
tions described in subclause (I);
and ™ :

(3) Paragraph 111(8){a) of the said Act is
repealed and the following substituted
therefor:

“(a) “‘net capital loss™ of a taxpayer for
a taxation year means the aggregate of
(i) the amount, if any, by which
(A) the amount determined under
subparagraph 3(e)(i) in respect of
the taxpayer for the year
exceeds
(B) the lesser of
(1) the amount determined under
subparagraph 3(e)(ii), and
(1) the amount determined
under paragraph 3(d)
in respect of the taxpayer for the
year, and
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(ii) the amount that is equal to the

lesser of
(A) the amount of the allowable
business investment losses of the
taxpayer for his seventh preceding
taxation year, and
(B) the amount, if any, by which
the amount of the non-capital loss
of the taxpayer for his seventh
preceding taxation year exceeds the
aggregate of amounts in respect of
that non-capital loss deducted by
the taxpayer in computing his tax-
able. income or claimed by him
under paragraph 186(1)(¢) or (d)
for the year or for any preceding
taxation year;”

(4) All that portion of paragraph
111(8)(d) of the said Act preceding subpara-
graph (iii) thereof is repealed-and the follow-
ing substituted therefor:

*(b) “non-capital loss” of a taxpayer
for a taxation year means the amount, if
any, by which the aggregate of
(i) the amount, if any, by which
(A) the aggregate of all amounis
each of which is the taxpayer’s loss
for the year from an office, employ-
ment, business or property, his
allowable business investment loss
for the year, the amount deter-
mined under subparagraph 3(d)(ii)
in respect of the taxpayer for the
year or an amount deductible under
paragraph 110(1)(d) or (/). section
112 or subsection 113(1) or 138(6)
in computing his taxable income for
the year
cxceeds
(B) the amount determined under
paragraph 3(c) in respect of the
taxpayer for the year, and
(ii) the amount, if any, determined in
respect of the taxpayer for the year
under section 110.5

exceeds the aggregate of”

(5) Subsection (1) is applicable with
respect to acquisitions of control occurring in
the 1984 and subsequent taxation years.

(6) Subsection (2) is applicable with
respect to acquisitions of control occurring
after May 9, 1985, except that subclause
111(5)(a)(i1)(B)(I) of the said Act, as enact-
ed by subsection (2), is applicable with
respect to acquisitions of control occurring in
the 1984 and subsequent taxation years.

(7) Subsections (3) and (4) are applicable
to the 1985 and subsequent taxation years.

58, Paragraph 112(2.1)(a) of the said Act
is repealed and the following substituted
therefor:
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**(a) a corporation described in any of
paragraphs 39(5)(b) to (/),”

59. (1) The said Act is further amended
by adding thereto, immediately after section
114.1 thereof, the following section:

“114.:2 Where a scparate return of
income with respect to a taxpayer is filed
under subsection 70(2), 104(23) or 150(4)
for a particular period and another return
of income under this Part with respect to
the taxpayer is filed for a period ending in
the calendar year in which the particular
period ends, for the purpose of computing
the taxable income under this Part of the
taxpayer in such returns, the aggregate of
all deductions claimed in all such returns
under any of sections 110, 110.1 and 110.2
shall not exceed the aggregate that could
be deducted under such section for the
year with respect to the taxpayer if a
separate return were not filed under any of
subsections 70(2), 104(23) and 150(4).”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

69. (1) Subparagraph 115(1)(a)(iii.3) of
the said Act is repealed and the following
substituted therefor:

“(iii.3) in any case where, in the
year, the non-resident person carried
on a business in Canada described in
any of subparagraphs 66(15)(h)(i) to
(vii), all amounts in respect of a
Canadian _ resource property that
would be required to be included in
computing his income for the year
under this Part if he were resident in
Canada at any time in the year, to the
extent that such amounts are not
included in computing his income by
virtue of subparagraph (ii) or (iii.1),”

(2) Clauses 115(1)(b){v)(B) and (B.1) of
the said Act are repealed and the following
substituted therefor:

*(B) a timber resource property,”

(3) Paragraph 115(1)(d) of the said Act is
repealed and the following substituted
therefor:

*(d) the deductions permitted by para-
graphs 110(1)(a), (b), (b.1), (@), (e), ()

and (i),"

(4) All that portion of subsection 115(4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

Non-resident’s
income from
Cdn. res. prop.

Idem

*(4) Where a non-resident person
ceases at any particular time in a taxation
year to carry on such of the businesses.
described in any of subparagraphs
66(15)(h)(i) to (vii) as were carried on by
him immediately before that time at one
or more fixggd places of business in Canada
and either does not commence after that
time and during the year to carry on any
business so described at a fixed place of
business in Canada or disposes of Canadi-
an_resource property at any time in the
year during which he was not carrying on
apy business so described at a fixed place
of business in Canada, the following rules
apply:”

(5) Paragraph 115(4)(b) of the said Act is
repealed and the following substituted
therefor;

*(b) the non-resident person or any
partnership of which he was a member
immediately after the particular time
shall be deemed, for the purpose only of
computing the non-resident person’s
income earned in Canada for the taxa-
tion year that is deemed to have ended,
to have disposed immediately before the
particular time of each Canadian
resource property that was owned by
him or by the partnership immediately
after the particular time and to have
received therefor immediately before the
particular time proceeds of disposition
equal to the fair market value thereof at
the particular time; and”

(6) Subsections (1), (2), (4) and (5) are
applicable to taxation years commencing
after 1984.

(7) Subsection (3) is applicable to the
1982 and subsequent taxation years, except
that, in its application to thc 1982 and 1983
taxation years, paragraph 115(1)(d) of the
said Act, as enacted by subsection (3), shall
be read as follows:

“(d) the deductions permitted by para-
graphs 110(1){(a), (b), (b.1), {e), (/) and
(0N

6L. (1) All that portion of subsection
116(5.1) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

**(5.1) Where a non-resident person has
disposed of or proposes to dispose of a life
insurance policy in Canada, a_Canadian
resource property or any property that is
or would, if he disposed of it, bz taxable
Canadian property of that person other
than”

(2) All tha1 portion of subsection 116(5.2)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:
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"(5 2) Where a non-resident person
has, in respect of a dlsposmon or proposcd
disposition to a taxpayer in a taxation year
of a life insurance policy in Canada of the
non-resident person, a_Canadian resource
property of the non-resident person or
depreciable property that is or would, if he
disposed of it, be taxable Canadian prop-
erty of the non-resident person,”

(3) Subsections (1) and (2) are applicable
to taxation years commencing after 1984.

62. (1) Subscctions 117(1) to (5.1) of the
said Act are repealed.

(2) Subsection 117(6) of the said Act is

repealed and the following substituted
therefor:
“(6) An individual (other than an

individual of a prescribed class) whose
amount taxable for a taxation year does
not exceed a prescribed amount may Use a
table prepared in accordance with pre-
scribed rules in_computing the amount
that would, but for sections 120.1, 127,
127.2 and 127.3 and the excess referred to
in paragraph 120(3.1)(a). be hlS tax pay-
able under this Pan for the year.”

(3) Subsection (2) is applicable to the
1984 and subsequent taxation years.

63. (1) Paragraph 117.1(1)(e) of the said
Act is repealed and the following substituted
therefor:

“(e) the ratio determined in accordance
with the following formula, adjusted in
such manner as may be prescribed and
rounded to the nearest one-thousandth
or, where the ratio is equidistant from
two one-thousandths, to the larger
thereof:
Ratio to be adjusted and rounded =
A x 2476
B
where
A is the Consumer Price Index for the
12 month period ending on the 30th
day of September next before the
year, and
B is the Consumer Price Index for the
12 month period ending on the 30th
day of September, 1983."

(2) Subsection 117.1(6) of the said Act is
repealed and the following substituted
therefor:

*(6) Where an amount referred to in
paragraph (1)(¢) or subsection (1.1) is not
a multiple of one dollar when adjusted as
provided in this section, it shall be rounded
to the nearest multiple of one dollar or, if
it is equidistant from two such multiples,
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to the higher thereof and where any other
amount referred to in this section is not a
multiple of ten dollars when so adjusted, it
shall be rounded to the nearest muitiple of
ten dollars or, if it is equidistant from two
such multiples, to the higher thereof.™

(3) Subsection 117.1(7.1) of the said Act
is repealed.

(4) Subsections (1) and (3) are applicable
to the 1985 and subsequent taxation years.

(5) Subsection (2) is applicable to the
1984 and subsequent taxation years.

64. (1) All that portion of subsection
119(9) of the said Act preceding paragraph
(a) thereof is repealed and the following
substituted therefor:

*(9) Where this section is applicable to
the computation of an individual's tax pay-
able for a taxation year. the amount, if
any, by which™

(2) Subsection 119(10) of the said Act is

repealed and the following substituted
therefor:
*(10) Notwithstanding the definition

“investment tax credit” in subsection
127(9), where a taxpayer has filed an clec-
tion under subsection (1) for a year of
averaging, in computing his investment tax
credit at the end- of any of the preceding
years, there shall not be included any
amount in respect of pre property acquired, or
an expenditure made, in or after the year
of averaging.”

(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years,

65. (1) All that portion of subsection
120(3.1) of the said Act following paragraph
(b) thereof is repealed and the following
substituted therefor:

“except that where the individual's return
of income is filed pursuant to subsection
70(2) or 150(4) or paragraph 104(23)(d)
or_128(2)(e), the individual's spouse was
resident in Canada during the year and an
excess is determined under paragraph (a)
for the year, the excess shall, notwith-
standing that determination, be deemed to
be nil.”

(2) Subsection (1) is applicable to the
1984 and subsequent taxation years.

66. (1) Subsection 122(1) of the said Act
is repealed and the following substituted
therefor:

122, (1) Notwithstanding section 117,
the tax payable under this Part by an inter
vivos trust upon its amount taxable for a
taxation year shall be 34% of its amount
taxable for the year.”
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(2) Subsection 122(3) of the said Act is
repealed.

(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years.

67. (1) Section 122.1 of the said Act is
repealed.

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

68. (1) Paragraph 122.3(1)(d) of the said
Act is repealed and the following substituted
therefor:

*(d) 80% of his income for the year
from that employment that is reason-
ably attributable to duties performed on
the days referred to in paragraph (c)”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

69, (1) Sections 123.1 to 123.5 of the said
Act are repealed.

(2) Subsection (I} is applicqblc to the
1985 and subsequent taxation years.

70, (1) Subparagraphs 125.1(3)(&)(vi)
and (vi.1) of the said Act are repealed and
the following substituted therefor:

*(vi) processing ore (other than iron
ore or tar sands) from a mineral
resource to any stage that is mnot
beyond the prime metal stage or its
equivalent,

(vi.1) processing iron ore from a min-
eral resource to any stage that is not
:chond the pellet stage or its equiva-
ent,

(vi.2) processing tar sands to any
stage that is not beyond the crude oil
stage or its equivalent,”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

71. (1) Clause 126(1)(b)(ii)(A) of the
said Act is repealed and the following sub-
stituted therefor:

“(A) where section 114 is not appli-
cable to the taxpayer in respect of
the year, the aggrepate of his
income for ‘the year and the
amounts, if any, included under
subsection 110.4(2) and section
110.5 in computing his taxable
income for the year, and”

(2) Clause 126(2.1)(a)(ii)(A) of the said
Act is repealed and the following suhstituted
therefor:

*(A) where section 114 is not appli-
cable to the taxpayer in respect of
the year, the aggregate of his
income for the year and the

Investment tax
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amounts, if any, included under
subsection 110.4(2) and section
110.5 in computing his taxable
income for the year, and”
(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years.

72. (1) Paragraph 127(3.2)(c) of the said
Act is repealed and the following substituted
therefor

*(c) a credit union.”

(2) Paragraph 127(6)(a) of the said Act is
repealed and the following substituted
therefor:

"(a) its investment tax credit at the end
of the immediately preceding taxation
year in respect of property acquired and
expenditures made before the end of
that preceding taxation year”

(3) Paragraph 127(6){(b) of the said Act is
repealed and the following substituted
therefor:

“(b) the amount deducted under sub-
section (5) from its tax otherwise pay-
able under this Part for the immediately
preceding taxation year in respect of
property acquired and expenditures
made before the end of that preceding
taxation year, and”

(4) Paragraph 127(6)(d) of the said Act is
repealed and the following substituted
therefor:

*(d) shall be deducted in computing the
taxpayer’s investment tax credit at the
end of the taxation year; and”

(5) Subsections 127(7) to (9) of the said
Act are repealed and the following substitut-
ed therefor:

“(7) Where, in a particular taxation
year of a taxpayer who is a beneficiary
under a trust, an amount is determined in
respect of the trust under paragraph (a) or
{b) of the definition “investment tax cred-
it” in subsection (9) for its taxation year
ending in that particular taxation year, the
trust may, in its return of income under
this Part for its taxation year ending in
that particular taxation year, designate
such portion of that amount as may,
having regard to all the circumstances
including the terms and conditions of the
trust, reasonably be considered to be
attributable to the taxpayer and was not
designated by the trust in respect of any
other beneficiary of that trust, and that
portion shall be added in computing the
investment tax credit of the taxpayer at
the end of that particular taxation year
and shall be deducted in computing the
investment tax credit of the trust at the
end of its taxation year ending in that
particular taxation year.
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(8) Where in a particular taxation year
of a taxpayer who is a member of a part-
nership, an amount would, if the partner-
ship were a person_and its fiscal period
were its taxation year, be determined in
respect of the partnership under paragraph
{(a) or (b) of the definition “investment tax
credit” in subsection (9) for its taxation
year ending in that particular taxation
year, the portion of that amount that may
reasonably be considered to be the taxpay-
er's share thereof shall be added in com-
puting the investment tax credit of the
taxpayer at the end of that particular taxa-
tion year.

(9) In this section,

"certified property” of a taxpayer means
any property described in paragraph (a)
or (b) of the definition "qualified
property”

(a) that was acquired by the taxpayer
after October 28, 1980 and before
1986 and has not been wused, or
acquired for use or lease, for any pur-
pose whatever before it was acquired
by him, and

(b) thatis part of a facility as defined
for the purposes of the Regional De-
velopment Incentives Act and was
acquired primarily for use by the tax-
payer in a prescribed area;

“designated region” means a region of
Canada, other than the Province of
Newfoundland, Prince Edward Island,
Nova Scotia or New Brunswick or the
Gaspé Peninsula, that is designated as
such under the Regional Development
Incentives Act;

“Gaspé Peninsula™ means that portion of
the Gaspé region of the Province of
Quebec that extends to the western
border of Kamouraska County and

* includes the Magdalen Islands;

“investment tax credit” of a taxpayer at
the end of a taxation year means the
amount, if any, by which the aggregate
of

(a) the aggregate of all amounts each
of which is the specified percentage of
the capital cost to him, determined
without reference to subsection
13(7.1), of a qualified property, quali-
fied transportation equipment, quali-
fied construction equipment or certi-
fied property acquired by him in the
year or the specified percentage of a
qualified expenditure made by him in
the year, determined without refer-
ence to subsection 13(7.1),

(b) the aggregate of amounts
required by subsection (7) or (8) to be
added in computing his investment
tax credit at the end of the year,

(c) the aggregate of all amounts each
of which is
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(i) an amount determined under
paragraph (a) or (b) in respect of
the taxpayer for any of the 5 taxa-
tion years immediately preceding
the year, where the property was
acquired, or the qualified expendi-
ture was made, before April 20,
1983, or
(ii) an amount determined under
paragraph (a) or (b) in respect of
the taxpayer for any of the 7 taxa-
tion years immediately preceding or
the 3 taxation years immediately
following the year, where the prop-
erty was acquired, or the qualified
expenditure was made, after April
19, 1983,
(d) the aggregate of all amounts each
of which is an amount required by
subsection 119(9) to be added in com-
puting his investment tax credit at the
end of the year or at the end of any of
the 7 taxation years immediately
preceding the year, and
(e) the aggregate of all amounts each
of which is an amount required by
subsection (10.1) to be added in com-
puting his investment tax credit at the
end of the year or at the end of any of
the 7 taxation years immediately
preceding or the 3 taxation years
immediately following the year

exceeds the aggregate of

(/) the aggregate of all amounts each
of which is an amount deducted under
subsection (5) from the tax otherwise
payable under this Part by the tax-
payer for a preceding taxation year in
respect of
(i) property acquired, or an expen-
diture made, in any of the 5 taxa-
tion years immediately preceding
the year, where the property was
acquired, or the expenditure was
made, before April 20, 1983, or
(ii) property acquired, or an expen-
diture made, in the year or in any
of the 7 taxation years immediately
preceding or the 2 taxation years
immediately following the year,
where the property was acquired, or
the expenditure was made, after
April 19, 1983,
(g) the aggregate of all amounts each
of which is an amount required by
subsection (6) to be deducted in com-
puting his investment tax credit
(i) at the end of the year,
(ii) in respect of property acquired,
or an expenditure made, before
April 20, 1983, at the end of any of
the 4 taxation years immediately
preceding the year, or
{iii) in respect of property acquired,
or an expenditure made, after April
19, 1983, at the end of any of the 6
taxation years immediately preced-
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ing or the 3 taxation years immedi-
ately following the year,
(h) the aggregate of all amounts each
of which is an amount required by
subsection (7) to be deducted in com-
puting his investment tax credit
(i) at the end of the year,
(ii) in respect of property acquired,
or an expenditure made, before
April 20, 1983, at the end of any of
the 5 taxation years immediately
preceding the year, or
(iii) in respect of property acquired,
or an expenditure made, after April
19, 1983, at the end of any of the 7
taxation years immediately preced-
ing or the 3 taxation years immedi-
ately following the year, and

(i) the aggregate of all amounts each
of which is an amount claimed under
subparagraph 192(2)(a)(ii) by the
taxpayer for the year or a preceding
taxation year in respect of property
acquired, or an expenditure made, in
the year or the 7 taxation yehrs
immediately preceding the year;

“qualified *qualified expenditure™ means an expendi-
expenditure ture in respect of scientific research
made by a taxpayer after March 31,
1977 that qualifies as an expenditure
described in paragraph 37(1)(a) or sub-
paragraph 37(1)(6)(i), but does not
include
(a) a prescribed expenditure, nor
(b) in the case of a taxpayer that is a
corporation, an expenditure specified
by the taxpayer for the purposes of
clause 194(2)(a) (ii)(A);
“qualificd *qualified property” of a taxpayer means
propenty property (other than a certified prop-
erty) that is
(@) a prescribed building to the
extent that it is acquired by the tax-
payer after June 23, 1975, or
(b) prescribed machinery and equip-
ment acquired by the taxpayer after
June 23, 1975,
that has not been used, or acquired for
use or lease, for any purpose whatever
before it was acquired by the taxpayer
and that is
(¢) to be used hy him in Canada
primarily for the purpose of
(i) manufacturing or processing
goods for sale or lease,
(ii) operating an oil or gas well or

"qualified construction equipment” of a
taxpayer means prescribed equipment
acquired by him after April 19, 1983
that has not been used, or acquired for
use or lease, for any purpose whatever
before its acquisition by him and that is

(a) to be used by the taxpayer princi-
pally for the purpose of construction
in Canada in the course of carrying
on a business other than a business
(i) the income from which is
exempt from income tax by virtue
of any provision of this Act, or
(ii) the income from which is not
included in his income or, in the
case of a non-resident person, in his
tdxable income earned in Canada,

or
(b) to be leased by the taxpayer, if

(i) the equipment is leased by the
taxpayer in the ordinary course of
carrying on a business in Canada,
the income from which is other
than income referred to in subpara-
graph (a)(i) or (ii), to a lessee who
can reasonably he expected to use
the equipment principally for the
purpose and under the circum-
stances referred to in paragraph
(a), and

(ii) the taxpayer is a corporation
whose principal business is a busi-
ness deseribed in subparagraph
(d)(i) of the definition “qualified
property” or is a taxpayer whose
principal business is a construction
business;

processing heavy crude oil recov-
ered from a natural reservoir in
Canada to a stage that is not
beyond the crude oil stage or its
equivalent,

(iii) extracting mimerals from a
mineral resource,

(iv) processing ore (other than iron
ore or_tar sands) from a mineral

resource to a stage that is_not
beyond the prime metal stage or its

equivalent,

(v) processing iron ore from a min-

eral resource to a stage that is not

beyond the pellet stage or its

equivalent,

(vi) processing tar sands to a stage

that is not beyond the crude oil

stage or its equivalent,

(vii) exploring or drilling for

petroleum or natural gas,

(viii) prospecting or exploring for

or developing a mineral resource,

(ix) logging,

(x) farming or fishing,

(xi) storing grain, or

(xii) producing industrial minerals,

or
(d) to be leased by the taxpayer to a
lessee (other than a person exempt
from tax under section 149) who can
reasonably be expected to use the
property in Canada primarily for any
of the purposes referred to in subpara-
graphs (¢)(i) to (xii), but this para-
graph docs not apply in respect of
property that is a prescribed property
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for the purposes of paragraph (b)

unless
(i) the property is leased by the
taxpayer in the ordinary course of
carrying on a business in Canada
and the taxpayer is a corporation
whose principal business is leasing
property, manufacturing property
that it sells or leases, the lending of
money, the purchasing of condition-
al sales contracts, accounts receiv-
able, bills of sale, chattel mort-
gages, bills of exchange or other
obligations representing part or all
of the sale price of merchandise or
services, or selling or servicing a
type of property that it also leases,
or any combination thereof, and
(ii) use of the property by the first
lessee commenced after June 23,
1975;

“qualified transportation equipment” of a
taxpayer means prescribed equipment
acquired by him after November 16,
1978 that has not been used, or acquired
for use or lease, for any purpose what-
ever before it was acquired by the tax-
payer and that is

(a) to be used by him principally for-
the purpose of transporting passen-
gers, property or passengers and prop-
erty, in Canada or to and from
Canada, in the ordinary course of
carrying on a business in Canada
other than a business
(i) the income from which is
exempt from income tax by virtue
of any provision of this Act, or
(ii) the income from which is not
included in his income or, in the
case of a non-resident person, his
taxable income earned in Canada,

or

(b) to be leased by the taxpayer, if
(i) the equipment is leased by the
taxpayer in the ordinary course of
carrying on a business in Canada,
the income from which is other
than income referred to in subpara-
graph (a)(i) or (ii), to a lessee who
can reasonably be expected to use
the equipment principally for the
purposes and under the circum-
stances referred to in paragraph
(a), and
(ii) the taxpayer is a corporation
whose principal business is a busi-
ness described in subparagraph
(d)(i)_of the definition “qualified
property” or is a taxpayer whose
principal business is passenger,
property or passenger and property
transport;

“specified percentage” means
(a) in respect of a qualified property
(i) acquired before April 1977, 5%,
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(i) acquired after March 31, 1977
and before November 17, 1978
primarily for use in
(A) the Province of Newfound-
land, Prince Edward Island,
Nova Scotia or New Brunswick
or in the Gaspé Peninsula, 10%,
(B) a designated region, 7 1/2%,
and
(C) any other area in Canada,
5%,
(iii) acquired after November 16,
1978 primarily for use in
(A) the Province of Newfound-
land, Prince Edward Island,
Nova Scotia or New Brunswick
or the Gaspé Peninsula, 20%,
(B) a designated region, 10%,
and
(C) any other areca in Canada,
1%,
(b) in respect of qualified transporta-
tion equipment, 7%,
(¢) in respect of qualified construc-
tion equipment, 7%,

(d) in respect of certified property,
50%, and
(e) in respect of a qualified expendi-
ture
(i) made after March 31, 1977 and
before November 17, 1978 in
respect of scientific research to be
carried out in
(A) the Province of Newfound-
land, Prince Edward Island,
Nova Scotia or New Brunswick
or in the Gaspé Peninsula, 10%,
(B) a designated region, 7 1/2%,
and
(C) any other area in Canada,
5%,
(i) made by a taxpayer after
November 16, 1978 and before his
taxation year that includes Novem-
ber 1, 1983 or made by him in his
taxation year that includes Novem-
ber 1, 1983 or a subsequent taxa-
tion year if he deducted an amount
under section 37.1 in computing his
income for the year,
(A) where the e¢xpenditure was
made by a Canadian-controlled
private corporation in a taxation
year of the corporation in which
it is or would, if it had sufficient
taxable income for the year, be
entitled to a deduction under sec-
tion 125 in computing its tax
payable under this Part for the
year, 25%, and
(B) where clause (A) is not ap-
plicable and the qualified expen-
diture was in respect of scientific
research to be carried out in
(1) the Province of Newfound-
land, Prince Edward Island,
Nova Scotia or New Bruns.
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wick or the Gaspé Peninsula,

20%, and

(IT) any other area in Canada,

10%,
(iii) made by a taxpayer in his tax-
ation year that ends after October
31, 1983 and before January 1,
1985, other than a qualified expen-
diture in respect of which subpara-
graph (ii) is applicable,

(A) where the expenditure was
made by a Canadian.controlled
private corporation in a taxation
year of the corporation in which
it is or would, if it had sufficient
taxable income for the year, be
entitled to a deduction under sec-
tion 125 in computing its tax
payable under this Part for the
year, 35%, and
(B) where clause (A) is not ap-
plicable and the qualified expen-
diture was in respect of scientific
research to be carried out in
(I) the Province of Newfound-
land, Prince Edward Island,
Nova Scotia or New Bruns-
wick or the Gaspé Peninsula,
30%, and
(I1) any other area in Canada,
20%. and
(iv) made by a taxpayer in his 1985
taxation year or a subsequent taxa-
tion year, other than a qualified
expenditure in respect of which
subparagraph (ii) is applicable, in
respect of scientific research to be
carried out in
(A) the Province of Newfound-
land, Prince Edward Island,
Nova Scotia or New Brunswick
or in the Gaspé Peninsula, 30%,
and
(B) any other area in Canada,
20%."

(6) Subsections 127(10) to (10.5) of the

said Act are repealed and the following sub-
stituted therefor;

*(10) The Minister may

(a) obtain the advice of the Minister of
Regional Industrial Expansion as to
whether any property is property as
described in paragraph (b) of the defini-
tion “‘certified property™ in subsection
(9): or

(b) obtain a certificate from the Minis-
ter of Regional Industrial Expansion
certifying that any property specified
therein is property as described in para-
graph () of the definition “certified
property™ in subsection (9).
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(10.1) For the purposes of paragraph (e)
of the definition “investment tax credit™ in
subsection (9), where a taxpayer was
throughout its taxation year a Canadian-
controlled private corporation whose tax-
able income for the immediately preceding
taxation year together with the taxable
incomes of all corporations with which it
was associated in the year for their taxa-
tion years ending in the calendar year
immediately preceding the calendar year
in which the corporation’s year ended does
not exceed the aggregate of the business
limits (as determined under section 125)
of the corporation and the associated cor-
porations for those preceding years, the
amount, if any, by which

(a) 35% of the lesser of

(i) the aggregate of all expenditures
described in subparagraph (e)(iv) of
the definition *‘specified percentage”
in subsection (9) made by it in the
year and that were designated by the
taxpayer in its return of income under
this Part for the year, and

(ii) the taxpayer’s expenditure limit
for the year

exceeds

(b) the aggregate of all amounts deter-
mined under paragraph (a) of the defi-
nition “investment tax credit” in subsec-
tion (9) in respect of an expenditure
referred to in subparagraph (a) (i)
shall be added in computing the taxpayer’s
investment tax credit at the end of the
taxation year.

(10.2) For the purposes of subsection
(10.1), a corporation’s expenditure limit
for a taxation year is $2,000,000 unless the
corporation is associated in the year with
one or more other Canadian-controlled
private corporations in which case, except
as otherwise provided in this section, its
expenditure limit for the year is nil.

(10.3) If all of the Canadian-controlled
private corporations that are associated
with each other in a taxation year have
filed with the Minister in prescribed form
an agreement whereby, for the purposes of
subsection (10.1), they allocate an amount
to one or more of them for the taxation
year and the amount so allocated or the
aggregate of the amounts so allocated, as
the case may be, is $2,000,000, the expen-
diture limit for the year of each of the
corporations is the amount so allocated to
it.

(10.4) If any of the Canadian-controlled
private corporations that are associated
with each other in a taxation year has
failed to file with the Minister an agree-
ment as contemplated by subsection (10.3)
within 30 days after notice in writing by
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thie Minister has been forwarded to any of
them that such an agreement is required
for the purpose of any assessment of tax
under this Part, the Minister shall, for the
purposes of subsection (10.1), allocate an
amount to one or more of them for the
taxation year, which amount or the aggre-
gate of which amounts, as the case may
be, shall equal $2,000,000, and in any such
case the expenditure limit for the year of
each of the corporations is the amount so
allocated to it.”

(7) Subsections 127(11) to (11.2) of the
said Act are repealed and the following sub-
stituted therefor:

“(11) For the purposes of the definition

“qualified property" in subsection (9),
(a) "manufacturing or processing™ does
not include any of the activities referred
to in subparagraphs 125.1(3)(b)(i) to
(ix); and
(b) for greater certainty, the purposes
referred to in paragraph (c) of the defi.
nition "qualified property" in subsection
(9) do not include
(i) storing (other than the storing of
grain), shipping, selling or leasing fin-
ished goods,
(ii) purchasing raw materials,
(iii) administration, including clerical
and personne! activities,
(iv) purchase and resale operations,
(v) data processing, or
(vi) providing facilities for
employees, including cafeterias, clin-
ics and recreational facilities.

(11.1) For the purposes of the definition
“investment tax credit” in subsection (9),

(a) the capital cost to a taxpayer of a
property shall be computed as if no
amount were added thereto by virtue of
section 21; and

(b) where a taxpayer has acquired a
property after 1980 for the purpase of
earning resource profits (within the
meaning assigned by regulations made
for the purposes of section 65), the capi-
tal cost to him of that property shall be
computed as if the references in para-
graph (a) of the definition to “subsec-
tion 13(7.1)" were read as references to
*paragraph 13(7.1)(e)"."

(8) Subsections 127(12.1) and (12.2) of
the said Act are repealed and the following

substituted therefor:

“(12.1) For the purposes of section 37,
where, pursuant to a designation or an
allocation from a trust or partnership, an
amount is required by subsection (7) or

tdem
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(8) to be added in computing the invest-
ment tax credit of a taxpayer at the end of
his taxation year, the portion thereof that
may reasonably be regarded as relating to
expenditures of a current nature in respect
of scientific research that are qualified
expenditures shall, at the end of the fiscal
period of the trust or partnership, as the
case may be, in respect of which the desig-
nation or allocation was made, reduce the
aggregate of such expenditures of a cur-
rent nature as may be claimed by the trust
or partnership in respect of scientific
research.

(12.2) For the purposes of paragraphs
53(2)(c), (4) and (k), where in a taxation
year a taxpayer has deducted under sub-
section (5) an amount.that may reasonably
be regarded as attributable to amounts
included in computing the investment tax
credit of the taxpayer at the end of the
year in respect of property acquired, or an
expenditure made, in a subsequent taxa-
tion year, the taxpayer shall be deemed to
have made the deduction under subsection
(5) in that subsequent taxation year.”

(9) Subsections (2) to (8) are applicable to
the 1985 and subsequent taxation years.

73. (1) Paragraph 127.1(2)(a) of the said
Act is repealed and the following substituted
therefor:

“(a) a corporation that was, throughout
the year, a Canadian-controlled private
corporation whose taxable income for
the immediately preceding taxation year
together with the taxable incomes of all
corporations with which it was associat-
ed in the year for their taxation years
ending in the calendar year immediately
preceding the calendar year in which the
year of the corporation ended does not
exceed the aggregate of the business
limits (as determined under section 125)
of the corporation and the associated
corporations for those preceding years,”

(2) Paragraph 127.1(2)(d) of the said Act
is repealed and the following substituted
therefor:

“(d) the aggregate of all amounts each
of which is an amount included in com-
puting his investment tax credit at the
end of the year
(i) in respect of property acquired, or
an expenditure made, by him in the
year and after April 19, 1983 and
before May 1986, or
(ii) pursuant to paragraph (b) of the
definition "investment tax credit” in
subsection 127(9) in respect of prop-
erty acquired, or an expenditure
made, after April 19, 1983 and before
May, 1986"
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(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years.

74. (1) Subparagraph 129(4)(a)(ii) of the
said Act is repealed and the following sub-
stituted therefor:

“(ii) all amounts each of which is the
corporation’s income for the year
from a source in Canada that is prop-
erty (other than exempt income, any
dividend the amount of which was
deductible in computing its taxable
income for the year or income that,
but for paragraph 108(5)(a), would
not be income from a property),
determined after deducting all outlays
and expenses deductible in computing
the corporation’s income for the year
to the extent that they may reason-
ably be regarded as having been made
or incurred for the purpose of earning
income from that property”

(2) Subsection 129(4.3) of the said Act is
repealed and the following substituted
therefor:

*(4.3) In this section, “‘designated prop-
erty” has the meaning assigned by para-
graph 89(1)(5.1)."

(3) Subsection (1) is applicable to taxation
years commencing after November 12, 1981,

(4) Subsection (2) is applicable after
November 12, 1981,

75, (1) Section 130.1 of the said Act is
amended by adding thereto, immediately
after subsection (4) thereof, the following
subsection:

"(4.1) Where at any particular time a
mortgage investment corporation paid a
dividend to its shareholders and subsection
(4) would have applied to the dividend
except that the corporation did not make
an election under subsection (4) on or
before the day on or before which it was
required by that subsection to be made,
subsections 131(1.1) to (1.4) apply with
such modifications as the circumstances
require.”

(2) Clause 130.1(6)(/)(ii)(B) of the said
Act is repealed and the following substituted
therefor

**(B) a credit union,"

(3) Subsection (1) is applicable with
respect to dividends paid after 1984,

76. (1) Paragraph 131(6)(c) of the said
Act is repealed.

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

Application of

sul 3
131(1.1) to
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77. Subsections 133(7.3) to (7.6) of the
said Act are repealed and the following sub-
stituted therefor:

*(7.3) Where at any particular time a
non-resident-owned investment corpora-
tion paid a dividend to its shareholders and
subsection (7.1) would have applied to the
dividend except that the corporation did
not_make an election under subsection
7.1) on or before the day on or before
which it was required by that subsection to
made, ions 131(1.1) to (1.4)
apply with such modifications as the cir-
cumstances require."

78. (1) Section 134 of the said Act is

repealed and the following substituted
therefor:
“134.  Notwithstanding any other

provision of this Act, a non-resident-owned
investment corporation that would, but for
this section, be a Canadian corporation,
taxable Canadian corporation or private
corporation shall be deemed not to be a
Canadian corporation, taxable Canadian
corporation or private corporation, as the
case may be, except for the purposes of
section 87, subsection 88(2) and sections
212.1 and 219.

(2) Subsection (1) is applicable after 1984,

79. (1) Subsection 136(1) of the said Act
is repealed and the following substituted
therefor:

*136. (1) Notwithstanding any other
provision of this Act, a cooperative corpo-
ration that would, but for this section, bea
private corporation shall be decmed not to
be a private corporation .except for the
purposes of sections .15.1, 125, 127, 127.1
and 157."

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

80. (1) Subsection 137(7) of the said Act
is repealed and the following substituted
therefor:

“(7) Notwithstanding any other provi-
sion of this Act, a credit union that would,
but for this section, be a private corpora-
tion shall be deemed not to be a private
corporation except for the purposes of sec.
tions 125, 127, 127.1 and 157.”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

81, (1) Paragraph 137.1(3)(a) of the said
Act is repealed and the following substituted
therefor:

*(a) the aggregate of losses sustained in
the year by the corporation in respect of
bonds, debentures, mortgages, hypo-
thecs, notes or other similar obligations

owned by it and issued hy a person other
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than _a member institution that were
disposed of by itin the year;”

(2) Paragraph 137.1(4)(e) of the said Act
is repealed and the following substituted
therefor:

“(e) any amount that may otherwise be
deductible under paragraph 20(1)(p) in
respect of debts owing to it by any of its
member institutions that has not been
included in computing its income for the
year or a preceding taxation year,”

(3) Subsections (1) and (2) are applicable
to the 1983 and subsequent taxation years.

82. (1) Paragraph 146(5.4)(a) of the said
Act is repealed and the following substituted
therefor:

“qualified farm “(a) *“qualified farm property"” of a tax-
property payer means
(i) a property that was owned on
December 31, 1983 by the taxpayer
or his spouse and that, at any time
after 1971 and before 1984, was
(A) real property used by
(I) the taxpayer, his spouse or
any of his children
(II) a corporation, a share of the
capital stock of which is a share
of the capital stock of a family
farm corporation of the taxpayer,
his spouse or any of his children,
or
(1I1) a partnership, an interest in
which is an interest in a family
farm partnership of the taxpayer,
his spouse or any of his children
in the course of carrying on tbe
business of farming in Canada,
(B) a share of tbe capital stock of a
family farm corporation of the tax-
payer or his spouse, or
~ (C) an interest in a family farm
partnership of the taxpayer or his
spouse,
(ii) a replacement property for a
qualified farm property of the taxpay-
er in respect of which the taxpayer or
his spouse has made an clection under
subsection 13(4) or 44(1),
(iii) a share of the capital stock of a
family farm corporation of the tax-
payer all or substantially all of the
assets of which were
(A) qualified farm properties
described in subparagraph (i) or
(ii) of the taxpayer, or
(B) replacement properties for
properties described in clause (A)
in respect of which the corporation
has made an election under subsec-
tion 13(4) or 44(1), or

(iv) an interest in a family farm part-

nership of the taxpayer all or substan-

tially all of the assets of which were
(A) qualified farm properties
described in subparagraph (i) or
(ii) of the taxpayer, or
(B) replacement properties for
properties described in clause (A)
in respect of which the partnership
has made an clection under subsec-
tion 13(4) or 44(1 )"

(2) Subsection 146(8.3) of the said Act is
repealed and the following substituted

therefor:
Amount to be *(8.3) Where at any particular time in
included in a taxation ycar a particular amount in
income respect of a plan to which a contribution

deductible under subsection (5.1) has been
made would be required by paragraph
(12)(b) (if it were read without reference
to the words “minus the amount required
by subsection (8.3) to be included in com-
puting the income of the taxpayer's
spouse™) to be included in computing the
income for the year of the spouse of a
taxpayer, cxcept where the taxpayer is
living apart and separated from his spouse
at the particular time as a result of the
breakdown of their marriage and pursuant
to a decree, order or judgment of a com-
petent tribunal or a written separation
agreement, there shall be included in com-
puting the income for the year of the
taxpayer all or any part of the lesser of the
particular amount and the aggregate of all
amounts each of which was paid by the
taxpayer and was
(a) deductible under subsection (5.1) in
computing his income for the year; or
(b) deducted under subsection (5.1) in
computing his income for one of the 2
immediately preceding taxation years.”

(3) Subsection (1) is applicable to the
1984 and subsequent taxation years.

(4) Subsection (2) is applicable with
respect to amounts to which paragraph
146(12)(b) of the said Act applies after Feb-
ruary 15, 1984,

83, (1) Paragraph 148(2)(5) of the said
Act is repealed and the following substituted
therefor:

*“(b) where in a taxation year a holder
of an interest in, or a person whose life
is insured or who is the annuitant under,
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a life insurance policy (other than an
annuity contract or an exempt policy)
last acquired after December 1, 1982 or
an annuity contract (other than a life
annuity contract, as defined by regula-
tion, entered into before November 13,
1981 or a prescribed annuity contract)
dies, the policyholder shall be deemed to
have disposed of his interest in the
policy or the contract, as the case may
be, immedijately before the death;”

(2) Subparagraph 148(9)(a)(iv) of the
said Act is repealed and the following sub-
stituted therefor:

“(iv) all amounts, each of which is an
amount in respect of the repayment
before that time and after March 31,
1978 of a policy loan not exceeding
the aggregate of the proceeds of the
disposition, if any, in respect of that
loan and the amount, if any, described
in subparagraph (vii) but not includ-
ing any payment of interest thereon or
any repayment of the loan that was
deductible pursuant to paragraph
20(1)(hh) or 60(s)."

(3) Paragraph 148(9)(c) of the said Act is
amended by striking out the word *‘or” at the
end of subparagraph (viii) thereof, by adding
the word “or" at the end of subparagraph
(ix) thereof and by adding thereto the fol-
lowing subparagraph:

“(x) any transaction or event by
which an individual becomes entitled
to receive, under the terms of an
exempt policy, all of the proceeds
(including or excluding policy divi-
dends) payable under the policy in the
form of an annuity contract or annui-
ty payments, if, at the time of the
transaction or event, the individual
whose life is insured under the policy
was totally and permanently disa-
bled;"™

(4) Paragraph 148(9)(d) of the said Act is
repealed.

(5) Subsection 148(9) of the said Act is
further amended by adding thereto, immedi-
ately after ‘paragraph (e.2) thereof, the fol-
lowing paragraph:

“(e3) “relevant authority” has the
meaning  assigned by paragraph
138(12)(m);"
(6) Subsection (1) is applicable with
respect to deaths occurring in taxation years
commencing after 1982,

(7) Subsection (2) is applicable to the
1982 and subsequent taxation years.

Individuals

Death of
partner or
proprictor

(8) Subsection (3) is applicable with
respect 1o transactions or events occurring
after December 1, 1982,

84, (1) Paragraph 149(10)(5) of the said
Act is repealed and the following substituted
therefor:

"(b) the corporation shall be deemed to
have disposed, immediately before that
time, of each property, other than a
Canadian _resource property or foreign
resource property, that was owned by it
immediately before that time for an
amount equal to its fair market value at
that time and to have reacquired the
property immediately after that time at
a cost equal to that fair market value;
and"

(2) Subsection (1) is applicable to taxation
years commencing after 1984,

85. (1) Paragraph 150(1)(d) of the said
Act is repealed and the following substituted
therefor:

“(d) in the case of any other person, on_
or before April 30 in the next year by
that person or, if he is unable for any
reason to file the return, by his guard-
ian, committee or other legal repre-
sentative, or"’

(2) Subsection 150(4) of the said Act is
repealed and the following substituted
therefor:

“(4) Where a taxpayer who is a partner
or an individual who is a proprietor of a
business died after the end of a fiscal
period but before the end of the calendar
year in which the fiscal period ended, his
income as such partner or proprietor for
the period commencing immediately after
the end of the fiscal period and ending at
the time of death shall be included in
computing the taxpayer's income for the
taxation year in which he died unless his
legal representative has elected otherwise,
in which case the legal representative shall
file a separate return of income for the
period under this Part and pay the tax for
the period under this Part as if

(a) the taxpayer were another person;
(b) the period were a taxation year;
(c) that other person's only income for
the period were his income as such part-
ner or proprietor for that period; and
(d) subject to section 114.2, that other
person were entitled to the deductions to
which the taxpayer was entitled under
sections 109 to 110.2 for the period in
computing his taxable income for the
period.”
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(3) Subsection (2) is applicable to the
1985 and subsequent taxation years.

86. (1) Paragraph 152(1)(b) of the said
Act is repealed and the following substituted
thercfor:

*(b) the amount of tax, if any, deemed
hy subsection 119(2), 120(2), 120.1(4).
122.2(1), 127.1(1), 127.2(2), i44(9) or
164(6) to have been paid on account of
his tax under this Part for the year.”

(2) Subsection 152(1.1) of the said Act is
repealed and the following substituted
therefor:

“(1.1) Where the Minister ascertains
the amount of a taxpayer's non-capital
loss, net capital loss, restricted farm loss or
farm loss for a taxation year and the tax-

er _has not reported that amount as
such a loss in his return of income for that
year, the Minister shall, at the request of
the taxpayer, determine, with all due dis-
patch the amount of such loss and shall
send a notice of determination to the
person by whom the return was filed.”

(3) Subsection (1) is applicable to the
1983 and subsequent taxation years.

87. (1) Paragraph 153(1)(d) of the said
Act is repealed and the following substituted
therefor:

*(d)_a death benefit,”

(2) Subsection 153(1) of the said Act is
amended by striking out the word “or" at the
end of paragraph (m) thereof, by adding the
word “or” at the end of paragraph (n) there-
of and by adding thereto, immediately after
paragraph (n) thercof, the following para-
graph:

“(0) an amount described in paragraph
115(2)(c. 1),

(3) Subsection (1) is applicable to the
1985 and subsequent taxation years.

88. (1) All that portion of subsection
157(1) of the said Act preceding subpara-
graph (b)(i) thereof is repealed and the fol-
lowing substituted therefor:

“157. (1) Every corporation shall, in
respect of each of its taxation years, pay to
the Receiver General

(a) either

(i) on or before the last day of each
month in the year, an amount equal
to 1/12 of the amount estimated by it
to be the tax payable under this Part
by it for the year computed without
reference to sections 127.2 and 127.3,
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(ii) on or before the last day of each
month in the year, an amount equal
to 1/12 of its first instalment base for
the year, or

(i) on or before the last day of each
of the first 2 months in the year, an
amount equal to 1/12 of its second
instalment base for the year, and on
or before the last day of each of the
following months in the year, an
amount equal to 1/10 of the amount
remaining after deducting the amount
computed pursuant to this subpara-
graph in respect of the first 2 months
from its first instalment base for the
year; and

(b) the remainder of the tax payable by
it under this Part for the year™

(2) Subparagraph 157(1)(b)(i) of the said
Act is repealed and the following substituted
therefor:

"(i) on or before the end of the third

month_following the end of the year,

where
(A) an amount was deducted by
virtue of section 125 in computing
the tax payable under this Part by
the corporation for the year or its
immediately preceding taxation
year, and

(B) the corporation is, throughout
the year, a Canadian-controlled
private corporation whose taxable
income for the immediately preced-
ing taxation year together with the
taxable incomes of all corporations
with which it was associated in the
year for their taxation years ending
in the calendar year immediately
preceding the calendar year in
which the taxation year of the cor-
poration ended does not exceed the
aggregate of the business limits (as
determined under section 125) of
the corporation and the associated
corporations for those preceding
years, or"

(3) Subparagraph 157(1)(b)(ii) of the said
Act is repealed and the following substituted
‘therefor:

“(ii) on or before the end of the
second month following the end of the
year, in any other case.™

(4) All that portion of subsection 157(2)
of the said Act following paragraph (b)
thereof is repealed and the following sub-
stituted therefor:

“and its taxable income for the year or the
immediately preceding taxation year is not
more than $10,000, it may, instead of
paying the instalments required by subsec-
tion (1), pay to the Receiver General at

the end of the third month following the.
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end of the year the whole of the tax pay-
able by it under this Part for the year.”

(5) All that portion of subsection 157(3)
of the said Act preceding paragraph (&)
thereof is repealed and the following sub-
stituted therefor:

“(3) Notwithstanding subsection (1),
the amount payable for a taxation year by
a corporation to the Receiver General on
or before the last day of any month in_the
year shall be deemed to be the amount, if
any, by which

(a) the amount so payable as deter-

mined under that subsection for the

month

exceeds”

(6) Subsections (1) and (3) to (5) are
applicable to the 1986 and subsequent taxa-
tion years.

(7) Subsection (2) is applicable to the
1985 and subsequent taxation years.

89. (1) Section 158 of the said Act is
repzaled and tbe following substituted
therefor:

“158, Where the Minister mails a
notice of assessment of any amount pay-
able by a taxpayer, that part of the
amount assessed then remaining unpaid is
payable forthwith by the taxpayer to the
Receiver General.”

(2) Subsection (1) is applicable with
respect to notices of assessment mailed after
the day on which this Act is assented to.

90. (1) Subsections 159(1) to (3) of the
said Act are repealed and the following sub-
stituted therefor:

*159. (1) Where the Minister mails to a
parson required by section 150 to file a
return of the income of a_taxpayer for a
taxation year a notice of assessment of any
amount payahle for the year by or in
respect of the taxpayer, that part of the
amount assessed then remaining unpaid is
payable forthwith by the person to the
Receiver General to the extent that the
person has or had, at any time after the
end of the taxation year, in his possession
or control property belonging to the tax-
payer or his estate and upon payment
thereof the person shall be deemed to have
made the payment on behalf of the
taxpayer.

(2) Every person (other than a trustee in
bankruptey) who is an assignee, liquidator,
receiver, receiver-manager, administrator,
executor, or any other like person; (in this
section referred to as the *responsible
representative™) administering, winding-
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up, controlling or otherwise dealing with a
property, business or estate of another
person, before distributing to one or more
persons any property over which he has
control in his capacity as the responsible
representative, shall obtain a certificate
from the Minister certifying that all
amounts

(a) for which any taxpayer is liable
under this Act in respect of the taxation
year in which the distribution is made,
or any preceding taxation year, and

(b) for the payment of which the
responsible representative is or can rea-
sonably bz expected to become liable in
his capacity as the responsible repre-
sentative
have been paid or that security for the
payment thercof has been accepted by the
Minister.

(3) Where a responsible representative
distributes to one or more persons property
over which he has control in his capacity
as the responsible representative without
obtaining a certificate under subsection
(2) in respect of the amounts referred to in
that subsection, the responsible representa-
tive is personally liable for the payment of
those amounts to the extent of the value of
the property distributed and the Minister
may assess the responsible representative
therefor in the same manner and with the
same cffect as an assessment made under
section 152.”

(2) Subsection 159(7) of the said Act is
repealed and the following substituted
therefor:

*(7) Every election made by a taxpayer
under subsection (4) or by the legal repre-
sentative of a taxpayer under subsection
(5), as the case may be, shall be made in
prescribed form and in prescribed manner
and on condition that, at the time of pay-
ment of any amount payment of which is
deferred by the election, the taxpayer shall
pay to the Receiver General intereston the
amount at the prescribed rate in_effect at
the time the election was made computed
from the day on or before which the
amount would, but for the election, have
been required to be paid to the day of
payment.”

(3) Subsection 159(1) of 1he said Act, as
cnacled by subsection (1), is applicable with
respect to notices of assessment mailed after
the day on which this Act is assented to.

91. (1) Subsection 161(2) of the said Act
is repealed and the following substituted
therefor:

*(2) In addition to the interest payable
under subsection (1), where a taxpayer
who is required by this Part to pay a part
or instalment of tax has failed to pay all or
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any part thereof on or before the day on or

before which the tax or instalment, as the
case may be, was required to be paid, he
shall pay to the Receiver General intcrest
at the prescribed rate on the amount that
he failed to pay computed from the day on
or before which the amount was required
to be paid to the day of payment, or to the
beginning of the period in respect of which
he is_required to pay interest thercon
under subsection (1), whichever is earlier.”

(2) Paragraph 161(4.1)(a) of the said Act
is repealed and the following substituted
therefor:

“(a) the tax payable under this Part by
it for the year computed without refer-
ence to sections 127.2 and 127.3,"

(3) Paragraph 161(7)(b) of the said Act is
repealed and the following substituted
therefor:

"(b)' the amount by which the tax pay-
able by the taxpayer under this Part for
the year is reduced by virtue of the
exclusion or deduction, as the case may
be, of an amount described in any of
subparagraphs (a)(i) to (vii) shall be
deemed to have been paid by the tax-
payer on account of his tax payable for
the year under this Part on the day that
is the latest of
(i) the first day immediately follow-
ing that subsequent taxation year,
(ii) the day on which the taxpaver’s
return of income for that subsequent
taxation year was filed,
(iii) where an amended return of the
taxpayer's income for the taxation
year or a prescribed form amending
his return of income for the year was
filed in accordance with subsection
49(4) or 152(6), the day on which the
amended return or prescribed form
was filed, and
(iv) where, as a consequence of a
request in writing, the Minister reas-
sessed the taxpayer's tax for the year
to take into account the deduction or
exclusion, the day on which the
request was made."

(4) Subsection (3) is applicable with
respect to subsequent taxation years referred
to in paragraph 161(7)(b) of the said Act, as
enacted by subsection (3), ending after 1984,

92, All that portion of subsection 163(2.1)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

Repayments on
objections and
appeals

Collection in
jeopardy
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*(2.1) For the purposes of subsection
(2), the taxable income reported by a
person in his return for a taxation year
shall be deemed not to be less than nil and
the “understatement of income™ for a year
of a person means the aggregate of""

93. (1) Paragraph 164(1)(a) of the said
Act is repealed and the following substituted
therefor:

**(a) may, on or after mailing the notice
of assessment for the year, refund with-
out application therefor, any overpay-

ment for the year; and™

(2) Subsection 164 of the said Act is fur-
ther amended by adding thereto, immediate-
ly after subscction (1) thereof, the following
subsections:

*(1.1) Subject to

where a taxpayer
(@) has under section 165 served a
notice of objection to an assessment and
the Minister has not within 120 days
after the day of service confirmed or
varied the assessment or made a reas-
sessment in respect thereof, or

(b) has appealed from an assessment to
the Tax Court of Canada or to the
Federal Court — Trial Division, other-
wise than pursuant to subsection 172(1).
and has applied in writing to the Minister
for a payment or surrender of security, the
Minister shall with all due dispatch repay
all amounts paid on account of the amount
assessed or surrender security accepted
therefor to the extent that
(¢) the lesser of
(i) the aggregate of the amounts so
paid and the value of the security, and
(ii) the amount so assessed

exceeds

(d) the amount, if any, so assessed that
is not in controversy.

subsection (1.2),

(1.2) Where it may reasonably be con-
sidered that collection of all or any part of
an amount assessed in respect of a taxpay-
er would be jeopardized by a repayment of
an amount or surrender of security to the
taxpayer under subsection (1.1), the Min-
ister may direct that the repayment of the
amount or a part thereof not be made or
that the security or part thercof not be
surrendered and shall give notice of the
direction to the taxpayer by personal ser-
vice or by registered letter addressed to the
taxpayer at his latest known address.
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Applications of
subsections
225.2(2) 1o (8)

(1.3) Where, pursuant to subsection
(1.2), the Minister has given notice to the
taxpayer of a direction, subsections
225.2(2) to (8) are applicable in respect of
the direction with such modifications as
the curcumstances require.”

(3) Subsection 164(2) of the French ver-
sion of the said Act is repealed and the
following substituted therefor:

*(2) Au licu de rembourser un_ paie-

ment en trop ou une somme en litige, qui
pourrait par ailleurs étre remboursé en

vertu du présent article, le ministre peut,
lorsque le contribuable est redevable d'un
montant en vertu de la présente loi ou est
sur le point de I'étre, imputer la somme
remboursée sur ce dont le contribuable est
ainsi redevable et en aviser celui-ci,”

(4) Subsection 164(3) of the said Act is
repealed and the following substituted

Imputation du
remboursement

therefor:
Interest on “(3) Where under this section an
refunds and id f .
repayments amount paid on account of a taxpayer's

tax under this Part for a taxation year is
refunded or repaid, or applied to another
liability, the Minister shall pay or apply
interest thereon at the prescribed rate for
the period beginning on the day that is the
latest of the following days:

(a) where the taxpayer is an individual,
the day on or before which the taxpay-
er's return of income under this Part for
the year was required to be filed under
section 150 or would have been required

payable by him for the year,

(b) where the taxpayer is a corporation,
the day that is 120 days after the end of
the year,

(c) the day on which the taxpayer's
return of income under this Part for the
year was filed under section 150, unless
the return was filed on or before the day
on or before which it was required to be
filed, or would have been required to be
filed if tax under this Part were payable
by him for the year,

(d) in the case of a refund of an over-
payment of tax, the day the overpay-
ment arose, and

(e) in the case of a repayment of tax in
controversy, the day an overpayment
equal to the amount of the repayment
would have arisen if the tax payable by
the taxpayer under this Part for the year
were the amount by which
(i) the lesser of the amount paid on
account of his tax payable under this
Part for the year and the amount
assessed by the Minister as tax pay-
able under this Part by the taxpayer
for the year

exceeds
(ii) the amount repaid,

to be so filed if tax under this Part were,

and ending on the day the amount is
refunded, repaid or applied, unless the
amount of the interest so calculated is less
than §1, in which event no interest shall be
paid or applied under this subsection.”

(5) Paragraph 164(3.1)(b) of the said Act
is repealed and the following substituted
therefor:

*(b) the taxpayer shall pay to the
Receiver General interest at the pre-
scribed rate on the amount payable
computed from that particular time to
the day of payment; and"
(6) Subsection 164(4) of the said Act is
repealed and the following substituted
therefor;

Intereston *(4) Where at any particular time in-
Imesestrepaid | yorest has been paid to, or applied to a
liability of. a taxpayer pursuant to subsec-
tion (3) in respect of a repayment of tax in
controversy made (o, or applied to a liabil-
ity of, the taxpayer and it is determined at
a subsequent time that the repayment or a
part thereof is payable by the taxpayer
under this Part, the following rules apply:

(a) the interest so paid or applied on
that part of the repayment that is deter-
mined at the subsequent time to be pay-
able by the taxpayer under this Part
shall be deemed to be an amount (in this
subsection referred to as the “interest
excess”) that became payable under this
Part by the taxpayer at the particular
time;

(b) the taxpayer shall pay to the
Receiver General interest at the pre-
scribed rate on the interest excess com-
puted from the particular time to the
day of payment; and

(c) the Minister may at any time assess
the taxpayer in respect of the interest
excess and, where the Minister makes
such an assessment, the provisions of
this Division and Division J are appli-
cable, with such modifications as the
circumstances require, in respect of the
assessment as though it had been made
under section 152,

(7) All that portion of subsection 164(4.1)
of the French version of the said Act preced-
ing paragraph (d) thereof is repealed and the
following substituted therefor:

**(4.1) Lorsque la Cour canadienne de
T'impdt, la Cour fédérale du Canada ou la
Cour supréme du Canada, en_pronongant
sur un appel concernant des impdts, inté-

Obligation du
Ministre
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réts ou pénalités payables par un contribu- Effect of *(5) For the purpose of subsection (3).
&si yback :
able résidant au Canada en vertu de la  fmbackel the portion of any overpayment of the tax

présente loi, ordonne
a) le renvoi d'une cotisation au ministre
pour réexamen et pour établissement
d'une nouvelle cotisation,
b) la modification ou annulation d'une
cotisation, ou
¢) le remboursement par le ministre
d’impdts, intéréts ou pénalités,
le ministre doit, avec toute la diligence
possible, qu'un appel de la décision de la
cour ait éé ou puisse étre interjeté ou
non,”

(8) Paragraphs 164(4.1)(d) and (e) of the

said Act are repealed and the following sub-
stituted therefor:

"*(d) where the assessment has been
referred back to him, reconsider the
assessment and make a reassessment in
accordance with the decision of the
Court, unless otherwise directed in writ-
ing by the taxpayer,

(e) refund any overpayment resulting
from the variation, vacation or reassess-
ment, and”

(9) All that portion of subsection 164(4.1)

payable by a taxpayer for a taxation year

that arose as a consequence of
(a) the deduction of an amount under
paragraph 3(e) by virtue of his death in
a subsequent taxation year and the
consequent application of section 71 in
respect of an allowable capital loss for
the year,
(b) the deduction of an amount under
section 41 in respect of his listed-person-
al-property loss for a subsequent taxa-
tion year,
(c) the exclusion of an amount from his
income for the year by virtue of section
49 in respect of the exercise of an option
in a subsequent taxation year,
(d) the deduction of an amount under
section 110 in respect of a gift made ina
subsequent year or under section 111 in
respect of a loss for a subsequent taxa-
tion year,
(e) the deduction of an amount under
subsection 126(2) in respect of an
unused foreign tax credit (within the
meaning  assigned by paragraph
126(7)(e)) for a subsequent taxation
year,
(/) the deduction of an amount under

of the French version of the said Act follow-
ing paragraph (e) thereof is repealed and the
following substituted therefor;

subsection 127(5) in respect of property
acquired or an expenditure made in a

"f) rembourser les impdts, les intéréts

ou les pénalités ainsi qu'il est ordonné,
dans le cas prévu a Falinéa c);

de plus, le ministre peut rembourser tout
impdt, tout intérét ou toute pénalité ou
remettre toute garantie qu'il a acceptée,
pour ceux-ci. 4 un autre contribuable qui a
fait_opposition ou interjeté appel, s'il est
convaincu, compte tenu des motifs exposés
dans le prononcé sur 'appel, qu'il serait
juste et équitable de faire ce_rembourse-
ment ou cette remise; il est entendu toute-
fois que le ministre peut en appeler de la
décision de la cour conformément aux dis-
positions de la présente loi, de la Loi sur la
Cour fédérale ou de la Loi sur la Cour
supréme relatives & 1'appel d'une décision
de la Cour canadienne de I'impdt ou de la
Cour fédérale du Canada, nonobstant fa
modification ou annulation de la cotisation
par la cour ou ['établissement d'une nou-
velle cotisation par le ministre en vertu de
I'alinéa d): dans le cas ol il est fait appel
d'une décision de la Cour canadienne de
P'impét, il est procédé comme s'il s'agissait
d‘un appel de la cotisation qui a fait 'objet
du renvoi, de la modification ou de
F'annulation,”

(10) Subsection 164(5) of the said Act is

repealed and the following substituted
therefor:

subsequent taxation year,

(g) the deduction of an amount under
subsection 127.2(1) in respect of his
unused share-purchase tax credit for a
subsequent taxation year, or

(k) the deduction of an amount under
subsection 127.3(1) in respect of his
unused scientific research tax credit for
a subsequent taxation year,
shall be deemed to have arisen on the day
that is the latest of

() the first day immediately following
that subsequent taxation year,

(j) the day on which the taxpayer's
return of income for that subsequent
taxation year was filed,

(k) where an amended return of the
taxpayer's income for the taxation year
or a prescribed form amending his
return of income for the year was filed
in accordance with subsection 49(4) or
152(6), the day on which the amended
return or prescribed form was filed, and
() where, as a consequence of a request
in writing, the Minister reassessed the
taxpayer's tax for the year to take into
account the deduction or exclusion, the
day on which the request was made.”

(11) Section 164 of the said Act is further

amended by adding thereto, immediately



54

Idem

Special Release

after subsection (5) thereof, the following
subsection:

*(5.1) Where a repayment made under
subsection (1.1) or (4.1) or an amount
applied under subsection (2) in respect of
a repayment, or a part thereof, may rea-
sonably be regarded as being in respect of
a claim made by a taxpayer in an objec-
tion to or appeal from an assessment of tax
for a taxation year for

(@) the deduction of an amount under
paragraph 3(e), by virtue of his death in
a subsequent taxation year and the
consequent application of section 71 in
respect of an allowable capital loss for
the year,

(b) the deduction of an amount under
section 41 in respect of his listed-person-
al-property loss for a subsequent taxa-
tion year,

(¢) the exclusion of an amount from his
income for the year by virtue of section
49 in respect of the exercise of ar option
in a subsequent taxation year,

(d) the deduction of ari amount under
section 110 in respect of a gift made ina
subsequent taxation year or under sec-
tion 111 in respect of a loss for a subse-
quent taxation year,

(e) the deduction of an amount under
subsection 126(2) in respect of an
unused foreign tax credit (within the
meaning  assigned by paragraph
126(7)(e)) for a subsequent taxation
year,

(/) the deduction of an amount under
subsection 127(5) in respect of property
acquired or an expenditure made in a
subsequent taxation year,

(g) the deduction of an amount under
subsection 127.2(1) in respect of his
unused share-purchase tax credit for a
subsequent taxation year, or

(h) the deduction of an amount under
subsection 127.3(1) in respect of his
unused scientific research tax credit for
a subsequent taxation year,

interest shall not be paid or applied there-
on for any part of a period that is before
the latest of

(i) the first day immediately following
that subsequent taxation year,

(j) the day on which the taxpayer's
return of income for that subsequent
taxation year was filed,

(k) where an amended return of the
taxpayer's income for the taxation year
or a prescribed form amending his
return of income for the year was filed
in accordance with subsection 49(4) or
152(6), the day on which the amended
return or prescribed form was filed, and

“QOverpayment"
defined

(/) where, as a consequence of a request
in writing, the Minister reassessed the
taxpayer's tax for the year to take into
account the deduction or exclusion, the
day on which the request was made.”

(12) Subsection 164(7) of the said Act is
repealed and the following substituted
therefor:

*(7) In this section, "overpayment” of a
taxpayer for a taxation year means the
aggregate of all amounts paid on account

of the taxpayer's liability under this Part
for the year minus all amounts payable in

respect thereof."”

(13) Subsection (2) is applicable with
respect to notices of objection served after
1984 and to appeals from assessments object-
ed to after 1984,

(14) Subsection (4) is applicable with
respect to refunds and repayments made or
applied after 1984, except that with respect
to refunds or repayments of amounts paid by
taxpayers in respect of taxes for the 1984 or
a preceding taxation year

(a) paragraph 164(3)(a) of the said Act,
as enacted by subsection (4). shall be read
without reference to the words “where the
taxpayer is an individual";
(b) subsection 164(3) of the said Act, as
enacted by subsection (4), shall be read
without reference to paragraph (b) there-
of; and
(c) paragraph 164(3)(c) of the said Act,
as enacted by subsection (4), shall be read
without reference to the words “‘unless the
return was filed before the day on or
before which it was required to be filed, or
would have been required to be filed if tax
under this Part were payable by him for
the year™.

(15) Subsection (6) is applicable with
respect to repayments made or applied after
1984

(16) ‘Subsection (8) is applicable after
February 15, 1984,

(17) Subsection (10) is applicable with
respect to subsequent taxation years referred
to in subsection 164(5) of the said Act, as
enacted by subsection (10), ending after
1984.
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(18) Subsection (1) is applicable with
respect to repayments made or applied after
1984, except that where the subsequent taxa-
tion year referred to in subsection 164(5.1)
of the said Act, as enacted by subsection
(11), ends before 1985, paragraphs
164(5.1)(4) to (!) of the said Act, as enacted
by subsection (11), shall be read as follows:

*(i) the day on which the taxpayer's
return of income under section 150 was
filed for that subsequent taxation year.
and

(j) the day on or before which the tax-
payer is, or would be if tax under this
Part were payable by him for that sub-
sequent taxation year, required to file
his return of income under section 150
for that subsequent taxation year.”

94. Section 179 of the said Act is repealed
and the following substituted therefor:

“179. Procecdings in the Federal Court
under this Division may. on the application
of the taxpayer, be held in camera if the
taxpayer establishes to the satisfaction of
the Court that the circumstances of the
case justify in camera proceedings.”

95, (1) The said Act is further amended
by adding thereto, immediately after section
179 thereof, the following section:

“179.1 Where the Tax Court of Canada
or the Federal Court — Trial Division
disposes of an appeal by a taxpayer in
respect of an amount payable under this
Part or where such an appal has been
discontinued or dismissed without trial, the
Court may, on the application of the Min-
ister and whether or not it awards costs,
order the taxpayer to pay to the Receiver
General an amount not exceeding 10% of
the amount that was in controversy if it
determines that there were no reasonable
grounds for the appeal and one of the main
purposes for instituting or maintaining the
appeal was to defer the payment of an
amount payable under this Part.”

(2) Subsection (1) is applicable with
respect to appeals from assessments objected
to after 1984.

96. Paragraph 180(1)(a) of the said Act is
repealed and the following substituted
therefor:

(@) the time the decision of the Minis-
ter to refuse the application for registra-
tion or for a certificate of exemption, to
revoke the registration, to designate or
to refuse to designate was served by the
Minister by registered mail on the party
instituting the appeal, or™

97. (1) Paragraph 181(2)(d) of the said
Act is repealed and the following substituted
therefor:

Interest
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“(b) where subsection 125(1) applies to
the corporation in_respect of the year
and the corporation is not exempt from
tax under Part I at any time in the year,
3/4 of the least of the amounts deter-
mined under paragraphs 125(1)(a) to
(c) in respect of the corporation for the
year”

(2) Subsection (1) is applicable to taxation
years commencing after 1982, except that in
its application to the 1983 and 1984 taxation
years the reference in paragraph 181(2)(d)
of the said Act, as enacted by subsection (1),
to **(c)" shall be read as a reference to *(d)".

98, (1) Subsections 182(2) and (3) of the
said Act are repealed and the following sub-
stituted therefor:

**(2) Where a corporation is liable to
pay tax under this Part and has failed to
pay all or any part thereof on or before the
day on or before which the tax was
required to be paid, it shall pay to the
Receiver General interest at the prescribed
rate on the amount that it failed to pay
computed from the day on or before which
the tax was required to be paid to the day
of payment.

(3) Sections 151, 152, 158 and 159,
subsection 161(7). sections 162 to 167 and
Division J of Part I are applicable to this
Part with such modifications as the cir-
cumstances require.”

(2) Subsection 182(3) of the said Act, as
enacted by subsection (1), is applicable with
respect to subsequent taxation years referred
to in subsection 161(7) of the said Act
ending after May 9, 1985.

99, (1) Subsections 185(2) and (3)-of the
said Act are repealed and the following sub-
stituted therefor:

“(2) Where an election has been made
by a cerporation in accordance with sub-
section 83(2) or (2.1), 130.1(4) or 13I(1)
and the Minister mails a notice of assess-
ment_under this Part_in respect of the
election, that part of the amount assessed
then remaining unpaid and interest there-
on at the prescribed rate computed from
the day of the election to the day of pay-
ment is payable forthwith by the corpora.
tion to the Receiver General.

(3) Subsections 152(3). (4), (5). (7) and
(8), sections 163 to 167 and Division J of
Part I are applicable to this Part with such
modifications as the circumstances
require.”

(2) Subsection (1) is applicable after 1984.

160. Subsection 186(3) of the said Act is
repealed.
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101. (1) Subsections 187(2) and (3) of the
said Act are repealed and the following sub-
stituted therefor:

*(2) Where a corporation is liable to
pay tax under this Part and has failed to
pay all or any part thereof on or before the
day on or before which the tax was
required to be paid. it shall pay to the
Receiver General interest at the prescribed
rate on_the amount that it failed to pay
computed from the day on or before which
the tax was required to be paid to the day
of payment.

(3) Sections 151, 152, 158 and 159,
subsection 161(7). sections 162 to 167 and
Division J of Part I arc applicable to this
Part with such_modifications_as the cir-
cumstances require.”

(2) Subsection 187(3) of the said Act, as
enacted by subsection (1), is applicable with
respect to subsequent taxation years referred
to in subsection 161(7) of the said Act
ending after May 9, 1985.

102. (1) Subsection 189(7) of the said Act
is repealed and the following substituted
therefor:

“(7) Where a taxpayer is liable to pay
tax under this Part and has failed to pay
all or any part thereof on or before the day
on or before which the tax was required to
be paid, he shall pay to the Receiver Gen-
eral interest at the prescribed rate on the
amount that he failed to pay computed
from the day on or before which the tax
was required to be paid to the day of
payment.

(8) Subsections 150(2) and (3), sections
152, 158 and 162 to 167 and Division J of
Part | are applicable to this Part with such
modi'ﬁcations as the circumstances
require.”

(2) Subsection (1) is applicable after May
9, 1985, except that interest is not payable
under subsection 189(7) of the said Act, as
enacted by subsection (1), on tax payable by
a taxpayer under Part V of the said Act for
any period or portion of a period that is
before May 10, 1985.

103. (1) Subparagraph 192(2)(a)(ii) of
the said Act is repealed and the following
substituted therefor:

*(if) such amount as the corporation
may claim, not exceeding the amount
that would, if paragraph (i) of the
definition “investment tax credit’ in
subsection 127(9) were read without
reference to the words “the year or”,
be its investment tax credit at the end
of the year in respect of property
acquired, or an expenditure made,
after April 19, 1983 and on or before
the last day of the year: and”

Deemed
dedugction

Interest

Idem

(2) Subsection 192(10) of the said Act is
repealed and the following substituted
therefor:

“(10) For the purposes of this Act,
other than the definition “investment tax
credit” in subsection 127(9), the amount,
if any, claimed under subparagraph
(2)(a)(ii) by a taxpayer for a taxation year
shall be deemed to have been deducted by
him under subsection 127(5) for the year,”

(3) Subsections (1) and (2) are applicable
to the 1985 and subsequent taxation years,

104. (1) Subsection 193(3) of the said Act
is repealed and the following substituted
therefor:

*(3) Where a corporation is liable to
pay tax under this Part and has failed to
pay all or any part or instalment thereof
on or before the day on or before which
the tax or instalment, as the case may be.
was required to be paid, it shall pay to the
Receiver General interest at the prescribed
rate on the amount that it failed to pay
computed from the day on or before which
the amount was required to be paid to the
day of payment.”

(2) All that portion of subsection 193(4)
of the said Act preceding paragraph (a)
therefor is repealed and the following sub-
stituted therefor:

“(4) For the purposes of computing in-
terest payable by a corporation under sub-
section (3) for any month or months in the
period commencing on the first day of a
taxation year and ending two months after
the last day of the year in which period the
corporation has designated an amount
under section 192 in respect of a share
issued by it in a particular month in the
year, the corporation shall be deemed to
have been liable to pay, on or before the
last day of the month immediately follow-
ing the particular month, a part or instal-
ment of tax for the year equal to that
proportion of the amount, if any, by which
its tax payable under this Part for the year
exceeds its Part VII refund for the year
that”

(3) Subsection (2) is applicable to the
1986 and subsequent taxation years.

105. (1) Clause 194(2)(a)(ii)(A) of the
said Act is repealed and the following sub-
stituted therefor:

“(A) the aggregate of all expendi-
tures made by it after April 19,
1983 and in the year or the
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immediately preceding taxation
year each of which is an expendi-
ture (other than an expenditure
prescribed for the purposes of the
definition “qualified expenditure”
in __subsection 127(9)) claimed
under paragraph 37(1)(a) or () to
the extent that such expenditure is
specified by the corporation in its
return of income under Part I for
the year"

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years,

106. (1) Subsection 195(3) of the said Act
is repealed and the following substituted
therefor:

*(3) Where a corporation is liable to
pay tax under this Part and has failed to
pay all or any part or instalment thereof
on or before the day on or before which
the tax or instalment, as the case may be,
was required to be paid, it shall pay to the
Receiver General interest at the prescribed
rate on_the amount that it failed to pay
computed from the day on or before which
the amount was required to be paid to the
day of payment.”

(2) All that portion of subsection 195(4)
of the said Act preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(4) For the purposes of computing in-
terest payable by a corporation under sub-
section (3) for any month or months in the
period commencing on the first day of a
taxation year and ending two months after
the last day of the year in which period the
corporation has designated an amount
under section 194 in respect of a share or
debt obligation issued, or right granted, by
it in a particular month in the year, the
corporation shall be deemed to have been
liable to pay. on or before the last day of
the month immediately following the par-
ticular month, a part or an instalment of
tax for the year equal to that proportion of
the amount, if any, by which its tax pay-
able under this Part for the year exceeds
its Part VIII refund for the year that”

(3) Subsection (2) is applicable to the
1986 and subsequent taxation years.

107. Subsection 202(S) of the said Act is
repealed and the following substituted
therefor:

*(5) In addition to the interest payable
under subsection 161(1), where a taxpayer
is required by section 198 to pay a tax and
has failed to pay all or any part thereof on
or before the day on or before which the
tax was required to be paid, he shall pay to
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the Receiver General interest at the pre-
scribed rate on the amount that he failed
to pay computed from the day on or before
which the amount was required to be paid
to the day of payment or to the beginning
of the period in respect of which he is
required by subsection 161(1) to pay inter-
est thereon, whichever is earlier.”

108, All that portion of clause
204.4(2)(a)(viii)(B) of the said Act preced-
ing subclause (I) thercof is repealed and the
following substituted therefor:

*(B) a bond, debenture, note or
similar obligation issued by a coop-
erative corporation (within the
meaning assigned by subsection
136(2)) or a credit union that has
granted any benefit or privilege to
any annuitant or beneficiary under
a plan or fund referred to in subsec-
tion (1) that is dependent upon or
related to™

109. (1) Subsection 208(1) of the said Act
is repealed and the following substituted
therefor:

*208. (1) Where in a taxation year an
amount (other than an amount to which
paragraph 18(1)(L.1) or (m) applies) was
paid, payable, distributed or distributable
in any manner whatever by a person (other
than a prescribed person) who was exempt
from tax under Part I on his taxable
income to anyone in respect of any produc-
tion from a Canadian resource property of
the person of petroleum, natural gas or
other related hydrocarbons or of metals or
minerals to any stage that is not beyond
the specified stage or in respect of any
revenue or income that may reasonably be
regarded as attributable to such produc-
tion, the person shall, in respect of the
year, pay a tax under this Part equal tq
33 1/3% of the amount by which the lesser
of

(a) the aggregate of all amounts in

respect of the property.-each of which is
(i) an amount that became receivable
in the year and that was required by
paragraph 12(1)(0) to be included in
computing his income for the year,
(ii) an amount that was paid or
became payable by him in the year
and that by virtue of paragraph
18(1)(1.1) or (m) was not deductible
in computing his income for the year,
(iii) an amount by which his proceeds
of disposition were increased by virtue
of subsection 69(6) in the year, or
(iv) an amount by which his cost of
acquisition was decreased by virtue of
subsection 69(7) in the year; and

() the proportion of the amount deter-
mined under paragraph (a) that
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(i) the aggregate of all amounts each
of which is an amount (other than an
amount to  which  paragraph
18(1)(1.1) or (m) applies) that was
paid. payable, distributed or distribut-
able in the year in any manner what-
ever to anvone in respect of any pro-
duction from the - property of
petroleum, natural gas or other relat-
ed hydrocarbons or of metals or min-
erals to any stage that is not beyond
the specified stage or in respect of any
revenue or income that may reason-
ably be regarded as attributable to
such production
is of
(ii) the amount, if any, by which the
aggregate of
{A) the income of the person from
the property for the year from the
production of petroleum, natural
gas or other related hydrocarbons
or of metals or minerals to any
stage that is not beyond the speci-
fied stage, computed in accordance
with Part I on the assumption that
the property was his only source of
income and that he was allowed
only those deductions in computing
income from the property (other
than a_deduction under section 65
or paragraph 20(1)(v.1)) that may
reasonably be regarded as appli-
cable to that income from the prop-
erty, and
(B) the amount determined under
subparagraph (i)
exceeds
(C) the amount determined under
paragraph (a)

exceeds the amount determined under
section 83.1 of the Petroleum and Gas
Revenue Tax Act for the year computed
without reference to paragraph (1)(c)
thereof.

(1.1) For the purpose of subsection (1),
“specified stage™ means, in respect of the
production from a Canadian resource
property

(a) where the production is petroleum,

natural gas or related hydrocarbons

from an oil or gas well or a mineral
resource, the crude oil stage or its
equivalent;

(b) where the production is metal or
minerals (other than iron or petroleum
or related hydrocarbons) from a mineral
resource, the prime metal stage or its
equivalent; and

(¢) where the production is iron from a
mineral resource, the pellet stage or its
equivalent,”

(2) Subsection 208(4) of the said Act is
repealed and the following substituted
therefor:

*(4) Subsections 150(2) and (3), sec-
tions 152 and 158, subsection 161(1), sec-
tions 162 to 167 and Division J of Part |
are applicable to this Part with such
modifications as the circumstances
require.”

Provisions
applicable to
Part

(3) Subsections (1) and (2) are applicable
to 1985 and subsequent taxation years.

110. (1) Subparagraph 212(1)(A)(vi) of
the said Act is repealed and the following
substituted therefor:

*(vi) throughout which he was not
employed, or was only occasionally
employed, in Canada;"

(2) Paragraph 212(1)(j.1) of the said Act
is repealed and the following substituted
therefor:

Retiring

allowances “(j.1) a payment of any aliowance

described in subparagraph 56(1)(a)(ii),
except
(i) such portion, if any. of the pay-
ment as may reasonably be regarded
as attributable to services rendered by
the person, to or in respect of whom
the payment is made, in taxation
years
(A) at no time during which he was
resident in Canada, and

(B) throughout which he was not
employed, or was only occasionally
employed, in Canada, and

(ii) the portion thereof transferred by
the payer on behalf of the non-resi-
dent person pursuant to an authoriza-
tion in prescribed form to a registered
pension fund or plan or to a registered
retirement savings plan under which
the non-resident person is the annui-
tant (within the meaning assigned by
section 146) that would. if the non-
resident person had been resident in
Canada throughout the year, be
deductible in computing his income
by virtue of paragraph 60(;.1);"

(3) Subsections (1) and (2) are applicable
with respect to payments made after 1983.

111. (1) Subsection 219(3) of the said Act
is repealed and the following substituted
therefor:

**(3) Sections 150 to 52, 154, 158, 159
and 161 to 167 and Division J of Part I,
are applicable to this Part with such
modifications as the circumstances
require”.
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(2) Paragraph 219(7)(b) of the said Act is
repealed and the following substituted
therefor: )

*(b) “accumulated 1968 deficit™ has
the meaning assigned by paragraph
138(12)(a)

(b.1) “maximum tax actuarial reserves”
has the meaning assigned by paragraph
138(12)(h);

(b.2) “surplus funds derived from oper-
ations"” has the meaning assigned by
paragraph 138(12)(o):"

112, (1) The said Act is further amended
by adding thereto, immediately after section
219.1 thereof, the following section:

“219.2 Notwithstanding any other
provision of this Act, where an agreement
or convention between the Government of
Canada and the government of any other
country that has the force of law in
Canada

{a) does not limit the rate of tax under

this Part on corporations resident in that

other country, and

(b) provides that where a dividend is

paid by a corporation resident in

Canada to a resident of that other coun-

try the rate of tax imposed thereon shall

not exceed a specified rate,
any reference in this Part to a rate of tax
shall, in respect of a taxation year of a
corporation to which that agreement or
convention applies on the last day of that
year, be read as a reference to the speci-
fied rate.”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

113, Subsection 220(4.1) of the said Act
is repcaled and the following substituted
therefor:

*(4.1) Where a taxpayer has objected
to or appealed from an assessment under
this Act, the Minister shall accept ade-
quate security furnished by or on behalf of
the taxpayer for payment of the amount in
controversy while the objection of appeal is
outstanding,

(4.2) Where at any time a taxpayer
requests in writing that the Minister sur-
render any security accepted by the Minis-
ter under subsection (4) or (4.1), the Min-
ister shall surrender the security to the

extent that the value of the security

exceeds the aggregate of amounts payable
under this Act by the taxpayer at that

time."”

114. Subsection 223(1) of the said Act is
repealed and the following substituted
therefor:

Certificates

Seizure of
chatcls

Cotlection
resteictions
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*223, (1) An amount payable under
this Act that has not been paid or such
part of an amount payable under this Act
as has not been paid may be certified by
the Minister.”

115. Subsection 225(1) of the said Act is
repealed and the following substituted
therefor:

%225, (1) Where a person has failed to
pay an amount as required by this Act, the
Minister may give 30 days’ notice to the
person by registered mail addressed to his
latest known address of the Minister’s
intention to direct that the person’s goods
and chattels be seized and sold, and, if the
person fails to make the payment before
the expiration of the 30 days, the Minister
may issue a certificate of the failure and
direct that the person’s goods and chattels
be seized.”

116. (1) The said Act is further amended
by adding thereto, immediately after section
225 thereof, the following sections:

“225.1 (1) Where a taxpayer is liable
for the payment of an amount assessed
under this Act (in this subsection referred
to as the “unpaid amount™), other than an
amount payable under subsection 227(9).
the Minister shall not, for the purpose of
collecting the unpaid amount,

{a) commence legal proceedings in a

court,

(b) certify the unpaid amount under

subsection 223(1).

(c) require a person to make a payment

under subsection 224(1),

(d) require an institution or person to
make a payment under subsection
224(1.1),
(e) require the retention of the unpaid
amount by way of deduction or set-off
under section 224.1,
(/) require a person to turn over moneys
under subsection 224.3(1), or
(g) give a notice, issue a certiffcate or
make a direction under subsection
225(1)
before the day that is 90 days after the day
of mailing of the notice of assessment.

(2) Where a taxpayer has served a
notice of objection under this Act to an
assessment of an amount payable under
this Act, other than an amount payable
under subsection 227(9). the Minister
shall not, for the purpose of collecting the
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amount in controversy, take any of the
actions described in paragraphs (1)(a) to
(g) before the day that is 90 days after the
day on which notice is mailed to the tax-
payer that the Minister has confirmed or
varied the assessment.

(3) Where a taxpayer has appealed
from an assessment of an amount payable
under this Act, other than an amount pay-
able under subsection 227(9). to the Tax
Court of Canada or to the Federal Court
— Trial Division (otherwise than pursuant
to subsection 172(1)), the Minister shall
not, for the purpose of collecting the
amount in controversy, take any of the
actjons described in paragraphs (1)(a) to
()

(a) where the appeal is to the Tax

Court of Canada, before the day of

mailing of a copy of the decision of the

Court to the taxpayer; and

(b) where the appeal is to the Federal
Court — Trial Division, before the day
on which the judgment of the Court is
pronounced or the day on which the
taxpayer discontinues the appeal, which-
ever is the earlier.

(4) Where a taxpayer has agreed under
subsection 173(1) that a question should
be determined by the Federal Court or
where he is served with a copy of an
application made under subsection 174(1)
to the Tax Court of Canada or to the
Federal Court — Trial Division for the
determination of a question, the Minister
shall not take any of the actions described
in paragraphs (1)(a) to (g) for the purpose
of collecting that part of an amount
assessed, other than an amount payable
under subsection 227(9), the liability for
payment of which will be affected by the
determination of the question, before the
day on which the question is determined
by the Court.

(5) Notwithstanding any other provision
in this section, where a taxpayer has
served a notice of objection under this Act
10 an assessment or has appealed to the
Tax Court of Canada or the Federal Court
— Trial Division from the assessment and
agrees in writing with the Minister to
delay proceedings on the objection or
appeal, as the case may be, until judgment
has been given in another action before the
Tax Court of Canada, the Federal Court
of Canada or the Supreme Court of
Canada in which the issue is the same or
substantially the same as that raised in the
objection or appeal of the taxpayer, the
Minister may take any of the actions
described in paragraphs (1)(a) to (g) for
the purpose of collecting the amount
assessed, or a part thereof, determined in a
manner consistent with the decision or
judgment of the Court in the other action

Collection in
jeopardy

Application to
vacate direction

Time for
application

at any time after the Minister notifies the
taxpayer in writing that

(a) the decision of the Tax Court of
Canada in that action has been mailed
to the Minister,

(b) judgment has been pronounced by
the Federal Court of Canada in that
action, or

(c) judgment has been delivered by the
Supreme Court of Canada in that
action,

as the case may be,

225.2 (1) Notwithstanding section
225.1, where it may reasonably be con-
sidered that collection of an amount
assessed in respect of a taxpayer would be
jeopardized by a delay in the collection
thereof, and the Minister has, by notice
served personally or by registered letter
addressed to the taxpayer at his latest
known address, so advised the taxpayer
and directed the taxpayer to pay forthwith
the amount assessed or any part thereof,
the Minister may forthwith take any of the
actions  described  in  paragraphs
225.1(1)(a) to (g) with respect to that
amount or that part thereof.

(2) Where the Minister has under sub-
section (1) directed a taxpayer to pay an
amount forthwith, the taxpayer may

(a) upon 3 days notice of motion to the
Deputy Attorney General of Canada,
apply to a judge of a superior court
having jurisdiction in the province in
which the taxpayer resides or to a judge
of the Federal Court of Canada for an
order fixing a day (not earlier than 14
days nor later than 28 days after the
date of the order) and place for the
determination of the question whether
the direction was justified in the
circumstances;

(b) serve a copy of the order on the
Deputy Attorney General of Canada
within 6 days after the day on which it
was made; and

() if he has procceeded as authorized
by paragraph (b), apply at the appoint-
ed time and place for an order determin-
ing the question,

(3) An application to a judge under
paragraph (2)(a) shall be made

(a) within 30 days after the day on

which the notice under subsection (1)

was served or mailed; or

(b) within such further time as the
judge, upon being satisfied that the
application was made as soon as circum-
stances permitted, may allow.
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2::1":3"- (4) An application 'uchr paragarph *(10) The Minister may assess
(2)(c) may, on the application of the tax- (@) any person for any amount payable
payer, be heard in camera. if the taxpayer by that person under subsection (8) or
establishes to the satisfaction of the judge 224(4) or (4.1) or section 227.1 or 235
that the circumstances of the case justify and * ' )
in camera proceedings. N .

Budento (b) any person resident in Canada for

justify direction

(5) On the hearing of an application
under paragraph (2)(c) the burden of jus-
tifying the direction is on the Minister,

any amount payable by that person
under Part XIII,

and, where he sends a notice of assessment

Pg;rl’lo::;::of (6) On an application under paragraph to that person, Divisions I and J of Part |
(2)(c), the judge shall determine the ques- are applicable with such modifications as
tion summarily and may confirm, vacate the circumstances require.
or vary the direction and make such other .
order as he considers appropriate. El?'l) The M"":ler may assess bl

— . a) any person for any amount payable

Contingation (7) Where the judge to whom an by that person under subsection (9), and

judge application has been made under para- R
graph (2)(a) cannot for any reason act or (b) any non-resident person for any
continue to act in the application under amount payable by that person under
paragraph (2)(c), the application under Part XII1,
paragraph (2)(c) may be made to another and, where he sends a notice of assessment
judge. to that person, sections 150 to 167 (except

Caats subsections 164(1.1) to (1.3)) and Division

(8) Costs shall not be awarded upon the
dispostion of an application under subsec-
tion (2)."

(2) Subsection 225.1(1) of the said Act, as
enacted by subsection (1), is applicable with
respect 1o notives of assessment mailed after
1984,

(3) Subsection 225.1(2) of the said Act, as
enacted by subsection (1), is applicable with
respect to notices of objection served after
1984.

J of Part I are applicable with such
modifications as the circumstances
require.”

(3) Subsections (1) and (2) are applicable
after 1984.

118. Section 228 of the said Act is
repealed and the following substituted
therefor:

(4) Subsection 225.1(3) of the said Act, as Applying *228. Where a payment is made to the
payments under

enacted by subsection (1), is applicable with collection Minister on account of tax under this Act,

respect to appeals from assessments objected agresments

to after 1984,

(5) Subsection 225.1(4) of the said Act, as
enacted by subsection (1), is applicable with
respect to assessments made after 1984 and
with respect to assessments objected to after
1984,

(6) Subsection 225.1(5) of the said Act, as
enacted by subsection (1), is applicable with
respect to notices of objection served after
1984 and appeals from assessments objected
to after 1984,

117. (1) Al that portion of subsection
227(7) of the said Act following paragraph
(b) thereof is repealed and the following
substituted therefor:

“the Minister shall assess that person for
any amount payable by him under Part
XIII and send a notice of assessment to
that person, whereupon sections 150 to
167 (except subsections 164(1.1) to (1.3))
and Division J of Part I are applicable
with such modifications as the circum-
stances require.”

(2) Subsection 227(10) of the said Act is

repealed and the following substituted
therefor:

an Act of a province that imposes a tax
similar to the tax imposed under this Act,
ar any twe or more such Acts, such part of
that payment as is applied by the Minister
in accordance with the provisions of a
collection agreement entered into under,
Part III of the Federal-Provincial Fiscal
Arrangements and Federal Post-Second-
ary Education and Health Contributions
Act, 1977 against the tax payable by a
taxpayer for a taxation year under this Act
discharges the liability of the taxpayer for
such tax only to the extent of the part of
the payment so applied, notwithstanding
that the taxpayer directed that the pay-
ment be applied in a manner other than
that provided in the collection agreement
or made no direction as to its application.”

119. (1) Subsection 230(6) of the said Act
is repealed and the following substituted
therefor:

“(6) Where a person required by this
section to keep records and books of
account serves a notice of abjection or
where that person is a party to an appeal
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to the Tax Court of Canada or the Federal
Court of Canada under this Act, that
person shall retain every record, book of
account, account and voucher necessary
for dealing with the objection or appeal
until, in the case of the serving of a notice
of objection, the time provided by sections
169 and 172 to appeal has elapsed or, in
the case of an appeal, until the appeal is
disposed of and any further appeal there-
from is disposed of or the time for filing
any such further appeal has expired.”

(2) Subsection (1) is applicable on and
after July 18, 1983.

120. Subsection 232(8) of the said Act is
repealed and the following substituted
therefor:

*(8) Where the judge to whom an
application has been made under para-
graph (4)(a) cannot for any reason act or

continue to act in the application under
paragraph (4){(c), the application under

paragraph (4)(c) may be made to another
judge.”

Continuation
by another
judge

121. (1) Subsection 244(14) of the said
Act is repealed and the following substituted
therefor:

“(14) For the purposes of this Act, the
day of mailing of any notice or notification
described in subsection 110(8.1) or (8.2),
152(4), 164(1.2), 192(8). 194(7) or
225.2(1) or of any notice of assessment
shall be presumed to be the date of such
notice or notification.”

Mailing date

(2) Subsection 244(15) of the French ver-
sion of the said Act is repealed and the
followign substituted therefor:

Date d'éta-

blissement dela
cotisation

“(15) Lorsqu’un avis de cotisation a été
envoyé par le ministre comme e prévoit la
présente Joi, la cotisation est réputée avoir
été établie 4 la date de mise 2 la poste de
1"avis de cotisation.”

122. (1) The definitions “Canadian
resource property” and “foreign resource
property” and “death benefit" in subsection
248(1) of the said Act are'repealed and the
following substituted therefor in alphabetical
order within the subsection:

“Canadian resource property” has the

meaning assigned by paragraph
66(15)(c);

“Canadian
rescrarce
propany™

“death beneft”

“death benefit'* means the aggregate of
amounts received by a taxpayer in a
taxation year upon or after the death of
an cmployee in recognition of the
employee’s service in an office or
employment minus

(a) where the taxpayer is the surviv-
ing spouse of the employee, the lesser

of

(i) the aggregate of all amounts so
received by the taxpayer in the

ear, and
hlhc amount, if any, by which
$10,000 exceeds the aggregate of
all amounts received by the taxpay-
er in preceding taxation years upon
or after the death of the employee
in recognition of his service in an
office or employment, or
(b) where the taxpayer is not the sur-
viving spouse of the employee, the
lesser of
(i) the aggregate of all amounts so
reccived by the taxpayer in the
year, and
(ii) that proportion of
(A) the amount, if any, by which
$10,000 exceeds the aggregate of
all amounts received by the sur-
viving spouse of the employee at
any time upon or after the death
of the employee in recognition of
his service in an office or
employment
that
(B) the amount described in sub-
paragraph (i)
is of
(C) the aggregate of all amounts
received by all taxpayers other
than the surviving spouse of the
employee at any time upon or
after the death of the employee
in recognition of his service in an
office or employment;

“foreign ““foreign resource property” has the mean.
Praperty” ing assigned by paragraph 66(15)(/);"
{2) Subsection 248(1) of the said Act is
further amended by adding thereto, in
alphabetical order within the subsection, the
following definitions:
;ffg’f'd":,. . * “Canadian devclopment expense’” has
,,m"’:T the meaning assigned by paragraph
66.2(5)(a):
":3'!31"",'" nd “Canadian exploration and development
development expenses” has the meaning assigned by
expenses™ paragraph 66(15)(b);
:fa!g:z?o':l “Canadian exploration expense” has the
u,’;cmu meaning assigned by paragraph
66.1(6)(a);
:0?:2"'““ " “foreign exploration and development
development expenses” has the meaning assigned by
expenses” paragraph 66(15)(e):
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“investment tax credit” has the meaning
assigned by subsection 127(9);

"life insurance policy" has the meaning
assigned by paragraph 138(12)(/):

“life insurance policy in Canada™ has the
meaning  assigned by paragraph
138(12)(g):

“tar sands” means bituminous sands, oil
sands or oil shales extracted, otherwise
than by a well, from a mineral resource;

‘“undepreciated capital cost™ to a taxpayer
of depreciable property of a prescribed
class has the meaning assigned by para-
graph 1321 (N

(3) Paragraph (a) of the definition *‘tax-
able Canadian property” in subsection
248(1) of the said Act is repealed and the
following substituted therefor:

*(a) a Canadian resource property,”

(4) Subparagraph (j)(ii) of the definition
“term preferred share™ in subsection 248(1)
of the said Act is repealed and the following
substituted therefor:

*(ii) one of the main purposes for the
issue of the particular share or for the
modification of its terms or conditions
was to avoid a limitation provided by
subsection 112(2.1) or 138(6) in
respect of a deduction,”

(5) Section 248 of the said Act is amended

by adding thereto the following subsections:

*(7) For the purposes of this Act, any-
thing sent by mail shall be deemed to have
been received by the recipient on the day
that it was mailed.

(8) For the purpose of this Act,

(a) a transfer, distribution or acquisi-
tion of property under or as a conse-
quence of the terms of the will or other
testamentary instrument of a taxpayer
or his spouse or as a consequence of the
law governing the intestacy of a taxpay-
er or his spouse shall be considered to be
a transfer, distribution or acquisition of
the property as a consequence of the
death of the taxpayer or the taxpayer's
spouse, as the case may be;

(b) a transfer, distribution or acquisi-
tion of property as a consequence of a
disclaimer, release or surrender by a
person who was a beneficiary under the
will or other testamentary instrument or
on the intestacy of a taxpayer or his
spouse shall be considered to be a trans-
fer, distribution or acquisition of the
property as a consequence of the death

Definitions

“disclaimer™

“release of
surrender™
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of the taxpayer or the taxpayer's spouse,
as the case may be; and

(¢) a release or surrender by a benefici-
ary under the will or other testamentary
instrument or on the intestacy of a tax-
payer with respect to any property that
was property of the taxpayer immedi-
ately before his death shall be con-
sidered not to be a disposition of the
property by the beneficiary.

(9) In subsection (8).

*disclaimer™ includes a renunciation of 2
succession made under the laws of the
Province of Quebec that is not made in
favour of any person:

‘“release or surrender* means
(a) a release or surrender made under
the laws of a province (other than the
Province of Quebec) that does not direct
in any manner who is entitled to benefit
therefrom, or
(b) a gift inter vivos made under the
laws of the Province of Quebec of an
interest in, or right to property of, a
succession that is made-to the person or
persons who would have benefited if the
donor had made a renunciation of the
succession that was not made in favour
of any person,

and that is made within the period ending
36 months after the death of the taxpayer
or, where written application therefor has
been made to the Minister by the taxpay-
er's legal representative within that period,
within such longer period as the Minister
considers reasonable in the circum-
stances.”

(6) The repeal of the definition “death
benefit", and the new definition *‘death bene-
fit", as enacted by subsection (1), are appli-
cable to the 1985 and subsequent taxation
years.

(7) The definitions “‘Canadian develop-
ment expense”, “Canadian exploration and
development expenses™ and “‘foreign explora-
tion and development expenses™, as enacted
by subsection (2), and subsection (3) are
applicable to taxation years commencing
after 1984.

(8) The definition “tar sands™ as enacted
by subsection (2) is applicable to the 1983
and subsequent taxation years.

(9) Subsection (4) is applicable with
respect to shares issued after May 9, 1985
and to shares the terms or conditions of
which have been modified after that date.

(10) Subsection 248(7) of the said Act, as
enacted by subsection (5), is applicable with
respect to anything sent by mail after 1984,
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(11) Subsections 248(8) and (9) of the
said Act, as enacted by subsection (5), are
applicable vith respect to transfers, distribu-
tions and acquisitions occurring after 1981
except that an application that is made under
paragraph () of the definition “release or
surrender” in subsection 248(9) of the said
Act, as enacted by subsection (5), by the
legal representative of a taxpayer within 90
days after the day this Act i5 assented to
shall be deemed to have been made within
the period ending 36 months after the death
of the taxpayer.

123. (1) Section 250 of the said Act is
amended by adding thereto the following
subsection:

*(5) Notwithstanding subsection (4),
for the purposes of this Act, a corporation,
other than a prescribed corporation, shall
be deemed to be not resident in Canada at
any time if, by virtue of an agreement or
convention between the Government of
Canada and the government of another
country that has the force of law in
Canada, it would at that time, if it had
income from a source outside Canada, not
be subject to tax on that income under
Part 1.”

(2) Subsection (1) is applicable

(a) for the purposes of computing the
income, taxable income earned in Canada
and tax payable under Parts I and XIV of
the said Act by a corporation deemed to be
not resident in Canada by virtue of subsec-
tion 250(5) of the said Act, as enacted by
subsection (1), for taxation years com-
mencing after May 9, 1985;

(b) for the purposes of section 69 of the
said Act, with respect to transactions or
events occurring after May 9, 1985;

(c) for the purposes of Part XIII the said
Act, with respect to amounts paid or cred-
ited to any such corporation after May 9,
1985; and

(d) for other purposes of the said Act,
after May 9, 1985,

124, (1) Subsection 252(1) of the said Act
is repealed and the following substituted
therefor:

“252. (1) In this Act, words referring to
a child of a taxpayer include

(a) a person of whom the taxpayer is
the natural parent whether the person
was born within or outside marriage;

(b) a person who is wholly dependent
on the taxpayer for support and of
whom the taxpayer has, or immediately
before the person attained the age of 21
years did have, in law or in fact, the
custody and control;

(c) a child of the taxpayer's spouse;

(d) an adopted child of the taxpayer;
and

(e)_a spouse of a child of the taxpayer.”

(2) Subsection (1) is applicable to the
1985 and subsequent taxation years.

125. (1) Paragraph 258(2)(a) of the said
Act is repealed and the following substituted
therefor:

*“(a) any interest or dividend payable
after November 16, 1978 on an income
bond or an income debenture issued
before November 17, 1978 or pursuant
to an agreement in writing made before
that date, or”

(2) Subsection (1) is applicable after
November 16, 1978.

126. The French version of the said Act is
amended in the manner and 1o the extent set
out in Schedule 111,

PART II

INCOME TAX APPLICATION RULES,
1971

127. Subsections 10(1) to (3) of the
Income Tax Application Rules, 1971, are
repealed.

128. (1) Subsections 11(1) to.(3) of the
said Rules are repealed.

(2) Subsection 11(4) of the said Rules is
repealed.

(3) Subsection (2) is applicable to the
1985 and subsequent taxation years.

129, Section 22 of the said Rules is
repealed.

130. Subsections 23(1) and (2) of the said
Rules are repealed.

131, (1) Subsection 26(2) of the said
Rules is repealed.

(2) Subparagraph 26(3)(c)(i) of the said
Rules is repealed and the following substitut-
ed therefor:

**(i) his proceeds of disposition of the
property, determined without refer-
ence to subsection 13(21.1) of the
amended Act,"

(3) Paragraph 26(8)(e) of the said Rules is
repcaled and the following substituted
therefor:

*“(e) for the purposes of distinguishing
any such property from an otherwise
identical property (other than an index-
ed_security) acquired by the taxpayer
after 1971, properties owned by him on
December 31, 1971 shall be deemed to
have been disposed of by him before
properties acquired by him at a later
time.”
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(4) Paragraph 26(18)(c) of the said Rules
is repealed and the following substituted
therefor:

*(c) it can be shown, within the period
ending 36 months after the death of the
taxpayer or, where written application
therefor has been made to the Minister
by the legal representative of the tax-
payer within that period, within such
longer period as the Minister considers
reasonable in the circumstances, that
the land has become vested indefeasibly
in the child,”

(5) Subsection (2) is applicable with
respect to dispositions occurring after
November 12, 1981, other than dispositions
occurring pursuant to the terms of an agree-
ment in writing entered into on or before that
date,

(6) Subsection (3) is applicable after Sep-
tember 1983.
(7) Subsection (4) is applicahle
(@) with respect to deaths occurring after
1984; and
(&) with respect to any property of a tax-
payer who died after 1981 and before 1985
if the taxpayer's legal representative and
each person to whom any interest in the
property is 1ransferred or distributed as a
consequence of the death of the taxpayer
jointly elect to have this paragraph apply
by notifying the Minister of National
Revenue in writing on or before the later
of December 31, 1985 and the day that is
90 days after this Act is assented to.

132. Sections 27 and 28 of the said Rules
are repealed.

133. (1) All that portion of subsection
29(25) of the said Rules preceding para-
graph (¢) thereof is repealed and the follow-
ing substituted therefor:

*(25) Notwithstanding subsection (24),
where a corporatlon (in this subsection
referred to as the *successor corporation™)
whose principal business is

(a) production, refining or marketing of

petraleum, petroleum products or natu-

ral gas, or exploring or drilling for

petroleum or natural gas, or

(5) mining or exploring for minerals,
has at any time after 1954 acquired, by
purchase, amalgamation, merger, winding-
up or otherwise, (other than pursuant to
an amalgamation that is described in sub-
section 87(1.2) of the amended Act or a
winding-up to which the rules in subsec-
tion 88(1) of the amended Act apply),
from another person (in this subsection
referred to as the “predecessor’) whose
principal business was production, refining
or marketing of petroleum, petroleum

Mnmn; of
“drilling and

cxplnnhon

expenses”

Deduction from
drilling and
cxplo. exp. and
prospecting.
cxplo. & dev.
exp.
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acquired by
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products or natural gas, exploring or drill-
ing for petroleum or natural gas, or mining
or exploration for minerals, all or substan-

ually all of the Canadian resource proper-
ties of the predecessor and (except in the

case of an amalgamation or a winding-up)
the pred and the ¥ corpora-
tion have jointly elected in prescribed form
on or before the day that is the earlier of
the days on or before which either taxpay-
er making the election is required to file a
return of income pursuant to section 150
of the amended Act for the taxation year
in which the transaction to which the elec-
tion relates occurred, there may be deduct-
ed by the successor corporation in comput-
ing its income for a taxation year, the
lesser of™

(2) Suhparagraph 29(25)(d)(i) of the said
Rules is repealed and the following substitut-
ed therefor:

‘(i) the disposition of any Canadian
resource property owned by the pred-
ecessor immediately before the acqui-
sition hy the successor corporation of
the property so acquired, or"

(3) All that portion of subsection 29(27)
of the said Rules preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(27) For the purposes of this section,
“drilling and exploration expenses”
incurred on or in respect of exploring or
drilling for petroleum or natural gas in
Canada includes expenses. incurred on or
in respect of"

(4) All that portion of subsection 29(28)
of the said Rules preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

**(28) For the purposes of this section,
there shall be deducted in computing™

(5) All that portion of subsection 29(29)
of the said Rules preceding paragraph (a)
thereof is repealed and the following sub-
stituted therefor:

*(29) Notwithstanding subsection (24),
where a corporation (in this suhsection
referred to as the “'second successor corpo-
ration™) whose principal business is of the
class described in subsection (4) has at any
time after April 10, 1962 acquired, by
purchase, amalgamation, merger, winding-
up or otherwise (other than pursuant to an
amalgamation that is described in subsec-
tion 87(1.2) of the amended Act or a
winding-up to which the rules in subsec-
tion 88(1) of the amended Act apply),
from another corporation (in this subsec-
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tion referred to as the “first successor
corporation™) that was a successor corpo-
ration, within the meaning of subsection
(25). all or substantially all of the Canadi-

an resource properties of the first succes-
sor corporation and (except in the case of

an_amalgamation or a winding-up) the
first successor corporation and the second
successor corporation have jointly elected
in prescribed form on or before the day
that is the carlicr of the days on or before
which either taxpayer making the election
is required to file a return of income pur-
suant to section 150 of the amended Act
for the taxation year in which the transac-
tion to which the election relates occurred,
there may be deducted by the second
successor corporation in computing its
income for a taxation year the lesser of™

(6) Subparagraph 29(29)(b)(i) of the said
Rules is repealed and the following substitut-
ed therefor: ’

*(i) the disposition of any Canadiah
resource property owned by the pred-
ecessor of the first successor corpora-
tion within the meaning of subsection
(25), immediately before the acquisi-
tion by the first successor corporation
of the property so acquired by the
second successor corporation, and"

(7) Subsection 29(30) of the said Rules is
repealed and the following substituted
therefor:

**(30) For the purposes of this section,
“drilling and exploration expenses”
incurred on or in respect of exploring or
drilling for petroleum or natural gas in
Canada includes an annual payment made
for the preservation of a right, licence or
privilege described in subsection (14)."

(8) Subsections (1), (3) to (5) and (7) are
applicable with respect to acquisitions after
1982 except that with respect to acquisitions
occurring after 1982 and in a taxation year
commencing before 1985

(a) the reference in subsection 29(25) of

the said Rules. as amended by subsection

(1), to “*Canadian resource properties of

the predecessor’ shall be read as a refer-

ence to “property of the predecessor used
by him in carrying on that business in

Canada"; and

(b) the reference in subsection 29(29) of

the said Rules, as amended by subsection

(5). to “Canadian resource properties of

the first successor corporation™ shall be

read as a reference to “property of the first
successor corporation used by it in carry-
ing on in Canada its principal business".

Amalgamations

(9) Subsections (2) and (6) are applicable
with respect to acquisitions occurring in tax-
ation years commencing after 1984.

134, (1) Subsections 32.1(3) to (3.2) of
the said Rules are repealed.

(2) Subsections 32.1(5) and (6) of the said
Rules are repealed.

135, Section 33 of the said Rules is
repealed.

136. (1) Subsections 34(2) and (3) of the
said Rules are repealed.

(2) Subsections 34(4) to (6) of the said
Rules are repealed and the following sub-
stituted therefor:

*(4) In applying the provisions of sub-
sections 29(25) and (29) to determine the
amount that may be deducted by the
successor or second successor corporation,
as_the case may be, in computing its
income under Part I of the amended Act
for a taxation year, where a predecessor
corporation has paid an amount (other
than a rental or royalty) to the government
of Canada or of a province for

(a) the right to explore for petroleum or
natural gas on a specified parcel of land
in Canada (which right is, for greater
certainty, declared to include a right of
the type commonly referred to as a
“licence”, “permit’’ or ‘‘reservation™),
or

(b) a legal lease of the right to take or
remove petroleum or natural gas from a
specified parcel of land in Canada,

and before April 11, 1962 acquired the
rights in respect of which the amount was
50 paid, if, before the predecessor corpora-
tion was entitled by virtue of subsection
29(21) 10 any deduction in computing its
income for a taxation year in respect of the
amount so paid, the property of the prede-
cessor corporation was acquired by the
successor or second successor corporation,
as the case may be, and the successor or
second successor corporation, as the case
may be, did at any time, before any well
came into production in reasonable com-
mercial quantities on the land referred to
in paragraph (a) or (b), surrender all the
rights so acquired by the predecessor cor-
poration (including, in respect of a right of
the kind described in paragraph (a), ail
rights thereunder to any lease and all
rights under any lease made thereunder)
without receiving any consideration there-
for or payment of any part of the amount
so paid by the predecessor corporation, the
amount so paid by the predecessor corpo-
ration shall be added at that time to the
amount determined under subparagraph

29(25)(c)(i) or_paragraph 29(29)(a), as
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(3) Subsection 34(8) of the said Rules is
repealed.

(4) Subsection (2) is applicable with
respect to acquisitions after 1982.

137. Subsection 35(3) of the said Rules is
repealed.

138. Section 35.1 of the said Rules is
repealed.

139. Sections 37 to 39 of the said Rules
are repealed.

140. Sections 41 to 48 of the said Rules
are repealed.

141. Sections 51 ta 56.1 of the said Rules
are repealed.

142. (1) Subsections 57(1) to (7) of the
said Rules are repealed.

(2) Subsection 57(10) of the said Rules is
repealed.

(3) Subsection 57(12) of the said Rules is
repealed.

143. Secction 57.1 of the said Rules is
repealed.

144. (1) Subsections 58(2) to (3.1) of the
said Rules are repealed.

(2) Subsections 58(4) and (4.1) of the said
Rules are repealed.

145. Subsection 59(1) of the said Rules is
repealed.

146. Section 60 of the said Rules is
repealed.

PART 111
AMENDMENTS TO OTHER ACTS

An Act to amend the statute law relating to
income tax and to make related amendments
to the Canada Pension Plan and the
Unemployment Insurance Act, 1971

147. (1) Subsection 86(1) of An Act to
amend the statute law relating to income tax
and to make related amendments to the
Canada Pension Plan and the Unemploy-
ment Insurance Act, 1971, being chapter 1 of
the Statutes of Canada, 1984, is repealed
and the following substituted therefor:

“86. (1) Subsection 161(1) of the said
Act is repealed and the following sub-
stituted therefor:

“161. (1) Where at any time after the
day on or before which a return of a
taxpayer's income was required under this
Part to be filed for a taxation year,

(a) the amount of his tax payable for

the year under this Part

1984,c. 45
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exceeds
(b) the aggregate of all amounts each of
which is an amount paid at or before
that time on account of his tax payable
and applied as at that time by the Min-
ister against the taxpayer's liability for
an amount payable under this Part for
the year,

the person liable to pay the tax shall pay to

the Receiver General interest at the pre-

scribed rate on the excess computed for

the period during which that excess is

outstanding.” "

(2) Subsection 86(3) of the said Act is
repealed and the following substituted
therefor:

“(3) Subsection (1) is applicable for the
purpose_of calculating interest for any
period or portion of a period that is after
April 19, 1983."

(3) Subsections (1) and (2) are applicable
after April 19, 1983,

An Act to amend the Income Tax Act and
related statutes

148. (1) Paragraph 30(2)(a) of An Act to
amend the Income Tax Act and related stat-
utes, being chapter 45 of the Statutes of
Canada, 1984, is repealed and the following
substituted therefor:

*(a) after 1985, in the case of an inter-
est in an offshore investment fund
property
(i) held by the taxpayer an February
15, 1984,
(ii) received as a stock dividend in
respect of a share of the capital stock
of a non-resident entity held by the
taxpayer on February 15, 1984,
(iii) received as a stock dividend in
respect of a share of the capital stock
of a non-resident entity that the tax-
payer had previously received as
described in subparagraph (ii), ar
(iv) substituted for a praperty held by
the taxpayer on February 15, 1984
pursuant to an arrangement that
existed on that date,
and in such case, the reference to
*1984" in subparagraphs 94.1(2)(a)(ii)
and (iv) of the said Act shall be read as
a reference to *1985™; and”

(2) Subsection (1) shall be deemed to have
come into force on December 20, 1984,
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19£0-81-82.83 Tax Court of Canada Act

¢. 158, Part 1
149. Section 16 of the Tax Court of
Canada Act is repealed and the following
substituted therefor:

Hearings in “16. A hecaring before the Court may,
camera on the application of the appellant, be held
in camera if the appellant establishes to
the satisfaction of the Court that the cir-
cumstances of the case justify in camera

proceedings.”

1984, c. 48 Income Tax Conventions Interpretation Act

150, (1) The Income Tax Conventions
Interpretation Act is amended by adding
thereto, immediately after section 6 thereof,
the following section:

Transitional 6.1 Where a taxation year of a taxpay-
er includes June 23, 1983, the additional
tax payable under the fncome Tax Act
(except Part XIII thereof) by the taxpayer
for the taxation year by virtue of this Act

shall be calculated in accordance with the
following formula:

A=TxB
C

where

A is the amount of additional taxes pay-
able under the Income Tax Act (except
Part XIII thercof) by the taxpayer for
the taxation year by virtue of this Act,

T is the amount of additional taxes pay-
able under the Income Tax Act (except
Part XIII thereof) by the taxpayer for
the taxation year by virtue of this Act
(except this section),

B is the number of days in the taxation
year after June 23, 1983, and

C is the number of days in the taxation
year."

(2) Subsection (1) is applicable to taxation
years ending after June 23, 1983,
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SCHEDULE 1 2. All that portion of subsection 96(3)
preceding paragraph (a) thereof is repealed
(Subsection 13(2)) and the following substituted therefor:
E\I;lg:‘ by “(3) Where a taxpayer who was a
1. Subsection 23(3) is repealed and the o thoteol that onden ater 971 has
following substituted therefor: for any purpose relevant to the computa-
Refereace 1o *(3) A reference in this section to prop- tion of his income from the partnership for
Pveiony erty that was included in the inventory of a the fiscal period, made or executed an
business shall be deemed to include a ref- election under any of section 22, subsec-
erence to property that would have been so tions 13(4), (15) and (16), 14(6), 20(9),
included if the income from the business 21(1) to (4) and 29(1), section 34, subsec-
had not been computed in accordance with tions 39(4), 44(1) and (6) and 97(2) that,
the method authorized by subsection 28(1) but for this subsection would be a valid

or paragraph 34(a).” election, the following rules apply:"
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SCHEDULEII
(Subsection 24(8))

1. (1) Clause 66(6)(d)(iii)(A) is repealed
and the following substituted therefor:
*(A) required by subsection 59(2)
to be included in computing its
income for the year, and"
(2) Clause 66(7)(b)(iii)(A) is repealed
and the following substituted therefor:
“(A) required by subsection 59(2)
to be included in computing its
income for the year, and"

2. (1) Clause 66.1(4)(d)(iii)(A) is
repealed and the following substituted
therefor:

**(A) required by subsection 59(2)
to be included in computing its
income for the year. and™

(2) Clause 66.1(5)(b)(iii)(A) is repealed
and the following substituted therefor:

71

“(A) required by subsection 59(2)
to be included in computing its
income for the year, and™

3. (1) Clause 66.2(3)(b)(ii)(A) is repealed
and the following substituted therefor:
*(A) required by subsection 59(2)
to be included in computing its
income for the year, and™
(2) Clause 66.2(4)(b)(ii)(A) is repealed
and the following substituted therefor:
*(A) required by subsection 59(2)
to be included in computing its
income for the year, and™
4. (1) Clause 66.4(3)()(ii)(A) is repealed
and the following substituted therefor:
“(A) required by subsection 59(2)
to be included in computing its
income for the year, and"
(2) Clause 66.4(4)(b)(il)(A) is repealed
and the following substituted therefor:
*(A) required by subsection 59(2)
to be included in computing its
income for the year. and™
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