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SELECTED READINGS IN LAWS AND REGULATIONS AFFECTING 

FOREIGN INVESTMENT IN CANADA, MARCH 1972 

SUMMARY  

BROADCASTING 

A license to operate a broadcasting station, or permission to 

operate a network of broadcasting stations, can only be granted to a 

Canadian citizen; or to'a Canadian corporation of which the Chairman and 

each of the directors are Canadian citizens and of which.four-fifths of 

the shares are owned either by Canadian citizens or by Canadian-controlled 

corporations. An exception may be allowed in the case of an application 

for the renewal of a brôadcasting licence that was outstanding on April 1, 

1968, providing the ComMission is satisfied that granting a renewal would 

not run contrary to public interest and providing the Governor in Council, 

by order, approves such a renewal. 

FINANCIAL INSTITUTIONS 

Banks 

The Bank Act stipulates that at least three-quarters of the 

directors of a chartered bank must be Canadian citizens ordinarily resident 

in Canada. It limits the proportion of shares of a bank which can be held 

by non-residents to 25 per cent, and the proportion which can be held by 

any one person (non-resident or resident) to 10 per cent. There is an 

exception in the case of shares which were owned by non-residents on Sep-

tember 22, 1964. 

Insurance Companies 

The provisions below are included in the Canadian and British 

Insurance Companies Act. Their effect is to prevent the takeover of 

Canadian-controlled  r  companies by non-residents; to permit non-residents 

to retain an existing degree of control; and to permit non-residents to 

establish new companies in which non-resident investment is uncontrolled. 

Directors  

The majority of the directors of a federally incorporated 

Canadian life insurance company must be Canadian citizens residing in 
Canada. 
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Non-resident shareholders  

The general restraints on shareholding are as follows. 

When 25 per cent or less of the shares are held by non-residents, the 

'percentage held by non-residents cannot be increased above 25 per cent. 

Where non-resident holdings are more than 25 per cent, they cannot be 

increased above the existing percentage. 

The holdings of a single non-resident, in conjunction 

with those of his associates, cannot be increased above 10 per cent 

of the shares, unless they are already more than 10 per cent, in which 

case they cannot be increased above their current level. 

A new company may be set up with no restraint on the 

allocation of shares to non-residents before the first general meeting 

of the shareholders. 

Where one non-resident held more than 50 per cent of the 

shares of a company on the prescribed day, there is no upper limit to 

the amount of shares which may be held by non-residents. The prescribed 

day is 23 September, 1964, or the date of the first general meeting of 

the shareholders if the company was incorporated after that date, or one 

of two special cases. However, if at any time after ,  the prescribed day 

no one non-resident holds more than 50 per cent of the shares, then 

the general limitations on non-resident shareholders will apply. 

When a resident holds shares on behalf of a non-resident 

he shall not exercise the voting rights. 

When the shares held by or on behalf of a non-resident, 

together with shares held by or on behalf of the associates of that 

non-resident, exceed 10 per cent of the stock, the voting rights 

appertaining to the non-resident's shares may not be used. Except that, 

when one non-resident and his associates held more than 10 per cent of 

the stock on the prescribed day, the non-resident's shares may be voted 

so long as the holdings of himself and his associates do not exceed the 

percentage held on that day. • 

Loan Companies  

The provisions below are included in the Loan Companies 

Act. Their effect is to prevent the takeover of Canadian-controlled 

companies by non-residents; to permit non-residents to retain an existing 

degree of control; and to permit non-residents to establish new companies 

in which non-resident investment is uncontrolled. 
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Directors  

At least three-quarters of the directors of , a federally 

incorporated loan company must be Canadian citizens ordinarily resident 

in Canada. 

Non-resident shareholders 

The provisions for non-resident shareholders in the 

Loan Companies Act are the same as those in the Canadian and British 

Insurance Companies Act. 

Trust Companies  

The provisions below are included in the Trust Companies 

Act. Their effect is to prevent the takeover of Canadian-controlled 

companies by non-residents; to permit non-residents to retain an 

existing degree of control; and to permit non-residents to establish 

new companies on which non-resident investment is uncontrolled. 

Directors 

At least three-quarters of the directors of a federally 

incorporated trust company must be Canadian citizens ordinarily 

resident in Canada. 

Non-resident shareholders  

The provisions for non-resident shareholders in the 

Trust Companies Actarelthe same as those in the Canadian and British 

Insurance Companies Act. 

Sales Finance Companies  

The provisions below are included in the Investment Companies 

Act. Their effect is to prevent the takeover of Canadian-controlled 

companies by non-residents; to permit non-residents to retain an existing 

degree of control; and to permit non-residents to establish new companies 

in which non-resident investment is uncontrolled. 

Auditor  

The auditor of a federally incorporated investment 

company must be ordinarily resident in Canada. 

Non-resident shareholders  

The provisions for non-resident shareholders are the 

sanie as  those in the Canadian and British Insurance Companies Act. 



(iv) 

CONSTRAINED-SHARE COMPANIES 

The Canada Corporations Act does not itself place constraints 

on ownership. However, if constraints on the ownership of public 

companies which do business in Canada are imposed by other federal or 

provincial legislation, then the Act lays down how they willHpe applied 

•by the directors of corporations with a federal charter. Provision is 

• •made for a'company to initiate constraints on non-resident ownership if' 

it so desires. 

SPECIAL ACT COMPANIES - GENERAL 

The Canada Corporations Act provides that a majority of the 

elected directors'of a Special Act corporation must be persons resident 

in Canada and subjects of Her Majesty. 

RESOURCES 

Oil and Gas  

Oil and gas leases in the Yukon and Northwest Territories can 

only be granted to a Canadian citizen; or to a Canadian'corporation of 

which the shares are either owned at least 50 per cent by Canadians or 

listed on a Canadian  stock  exchange; or to a Canadian corporation which 

is wholly owned by such a corporation. This provision is made in the 

Canada Oil and Gas Land Regulations. 

Mining 	 • 

Mining leases in the Northwest Territories can only be granted to 

a Canadian citizen, or to a corporation the shares of which are either 

50 per cent beneficially owned by Canadian citizens or listed on a .  

recognized Canadian stock exchange, or to a Canadian corporation which is 

wholly owned by such a corporation. This provision is made in the 

Canada Mining Regulations. 

Ekploration  

The Northern Mineral Ekploration Assistance Regulations provide 

for grants to persons who intend to do exploratory work in Northern Canada. 

Subh a person must be either a Canadian citizen; : or a Canadian corporation 

the shares of which are either owned at least 50 per cent by Canadians or 

listed.  on a Canadian stock exchange; or a Canadian corporation which is 

wholly owned by such a corporation. 
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TAXATION 

An Act to amend the Income Tax Act includes thé following 

provisions which affect the non-resident investor. 

Equity-debt ratios of non-resident shareholders  

Where the ratio of total shareholders' equity to the debt due to 

specified non-residents is less than 1:3, then part of the interest paid 

to such shareholders will not be deductible as an expense. Decreases in 

the ratio of equity to debt below 1:3 decrease the deductions allowable 1 

for interest payments.  •A specified non-resident is a shareholder who is 

either a non-resident-owned investment corporation (which by definition 

is incorporated in Canada) or a non-resident person (whether natural, 

institutional, or corporate) having at least 25 per cent ownership in-

terest, either individually or in conjunction with associates. 

Advertising in non-Canadian newspapers and periodicals  

Outlays for advertising in a non-Canadian newspaper or perio-

dical are not a deductible expense for tax purposes, unless the non-

Canadian newspaper or periodical meets two sets of conditions* Firstly, 

 it must have been edited in whole or in part in Canada continuously since 

26 April 1964, and have been printed and published in Canada continuously 

since the sanie date. Secondly,  it must be similar in content and in class 

of readers to the series edited, printed and published in Canada during 

the year ending on 26 April, 1965. 

Inadequate considerations  

Where transactions between residents and non-residents are not 

• at arm's length, the sums involved shall be deemed to be the same as they 

would have been at arm's length. 
_ 

Small business deductions  

A Canadian-controlled private corporation may qualify, under a 

complicated formula, for a deduction from:its tax.otherwise payable. 

The  deduction is calculated as a percentage of $50,000, or.of one 

of three other amounts, if lesser. Each of the other amounts is based on 

certain aspects of :the corporation's financial activities. The effect is 

that $50,000-is the maximum base on which the deduction can be computed. 

The percentage of the basic aMount which can be deducted is 25 

per cent in 1972, 24 per cent in 1973, 23 Per cent in 1974, 22 per cent in 

1975 and 21 per cent in  1976 and subsequent taxation years. The.  maximum 

tax relief will thus be $12,500 in 1972, $12,000 in 1973, $11,500  in 1974, 

$11,000 in 1975 and $10,500 in 1976 and silbsequent taxation years. 
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After 1972, or after the first year in which it begins to have a 

taxable income, an individual corporation will be phased out of receiving 

this benefit under a formula based on one of two things. One base is the 

cumulative total of taxable income in 1972 and later years. The alter-

native base is one and one-third of the amounts deducted from the corpo-

ration's income on account of dividends received from specified types of 

corporations. From each base is deducted a component which consists of 

one and one-third of taxable dividends paid during those years plus four 

times the amount by which refundable dividend tax on hand exceeds the 

dividend refund during the year in question. When either.the cumulated 

taxable income or the cumulated amounts deductible exceed the aggregate 

of the component based on taxable dividends by eloo,000 or more, no tax 

benefit can be claimed. 

The effect of this provision is progressively to exclude cor-

porations from the benefit, beginning in 1973. In general, the larger the 

business the sooner it will lose the benefit. 

Dividends to non-residents  

The general 'rate of withholding tax on dividends paid to non-

residents will remain at 15 per cent until 1976, at which time it will be 

increased to 25 per cent unless reduced by treaty. The withholding tax on 

dividends paid to non-residents by a corporation having a degree of Cana-

dian ownership, as defined in the Act, will oontinue to be 5 per cent less 

than the general rate. 

Branches of foreign corporations  

Up to the end of 1975, foreign-incorporated companies carrying on 

business in Canada will continue to pay a branch tax of 15 per cent on net 

profits that are not reinvested in capital assets. This tax will be in-

creased to 25 per cent for the 1976 taxation year. There is an exemption 

under this section for foreign-incorporated banks, for foreign corporations 

whose principal business activity is transportation or communications, and 

for foreign corporations whose principal business is mining iron ore in 

Canada. There is an exemption for non-resident insurance companies, except 

that they pay 25 per cent of the excess of deductions from their Canadian 

investment funds over liabilities incurred in the course of carrying on 

insurance business in Canada. 
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INDIVIDUAL SPECIAL ACT COMPANIES 

• • Telesat Canada  

The Telesat Canada Act stipulates that directors of Telesat 

•Canada must be Canadian citizens resident in Canada. All officers of the 

company must be Canadian citizens. Non-resident ownership of voting  shares 

is limited to 20 per cent of the outstanding common shares held by persons 

other than Her Majesty in-right of Canada, corporations declared by statute 

to be her agents, and approved telecommunications common carriers. No common 

shares can be owned by a foreign government or its agents. 

Canada Development Corporation  

All of the directors of the Canada Development Corporation must 

be Canadian citizens. A majority of the directors must also be resident in 

Canada. Holders of voting shares must be either Canadian citizens or 

residents of Canada. No one person may hold, either individually  or in 

conjunction with other shareholderà associated with him, more than 3 per 

cent of the issued and outstanding voting shares of the company. 

TRANSPORTATION 

Aeronautics Act  

No person may fly an aircraft in Canada unless it is registered under 

the Aeronautics Act, or under the laws of specified other countries. 

. An aircraft other than a state aircraft cannot be registered unless it 

is owned exclusively by a qualified person. 

Three classes of,person may be registered as the owners of a Canadian 

non-state aircraft. They are Canadian citizens; landed immigrants who have 

beeh resident for not more than six years; and companies incorporated in 

Canada, at least two-thirds of whose directors are Canadian citizens. 

An additional two classes of person may be registered as the owners of 

a private Canadian aircraft only. They are citizens or subjects of.  • specified 

other countries who normally.  reside •  in Canada; and companies .incorporated in 

Canada.' Aircraft owned by these two • classes can be operated outside-Canada 

only for limited periods. 

OWNERSHIP OF REAL AND PERSONAL PROPERTY 

Canadian Citizenship Act  

Under the provisions of the Canadian Citizenship 'Act, an alien has 

the same rights as a natural-born Canadian  citizen in the taking; acquiring, 

holding and disposing of any real and persônal property.. 



REVIEW OF FOREIGN INVESTMENT 

Foreign Investment Review Act 	 • 

General  

• The  Foreign  Investment Review .  Act was enacted on 

12 December 1973. It provides that the acquisition of control over a 

'Canadian business enterprise by non-eligible persons, or the establish-

ment by them in Canada of a new business unrelated to any business which 

they may already be carrying on in Canada, is subject to approval by the 

-Government. The review process for takeovers came into effect on 9 April 

1974. Screening of the establishment of new businesses will begin later. 

•The  Minister of Industry, Trade and Commerce is responsible 

for the review and assessment of proposed investments which are subject 

to the Act and for making recommendations to the Government. A Foreign 

Investment Review Agency headed by a CommisSioner advises and assists the 

Minister in the administration of the Act. Responsibility for informing 

the Agency in advance of a proposed acquisition of control or, when it 

becomes appropriate, of the proposed establishment of a new business rests 

with the non-eligible persons conderned. 

Some main features of the Act are set out below. 

Non-eligible Person  

A non-eligible,person may be either an individual, a corporation, 

or a government or its agency. 

An individual is non-eligible if he Is neither a Canadian 

citizen nor a landed . immigrant. Certain classes of Canadian,citizens not 

ordinarily resident in Canada have been prescribed as non-eligible by 

regulation. If a landed immigrant has been resident in Canada for more than 

one year after he or.she could have applied for Canadian citizenship, (that 

is  to say, in most cases, if he or she has been resident as a landed 

immigrant -  for more than six years) he or she is non-eligible. 

The government of a country other than Canada or of a political 

sub-division of such a country is a non-eligible person, as is an agency of 

such a government. . 

A corporation which is controlled in any manner that results in 

control in fact by a non-eligible individual or government, or by a group of 

persons any member of which is a non-eligible individual.or government, is 

itself a non-eligible person. 

Amen.dment Number 5 
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Procedure for Screening  

When a non-eligible person, or a group of persons any 

member of which is a non-eligible person, proposes to acquire control 

of a Canadian business enterprise which is greater than the minimum size 

prescribed, it must give the Agency notice in writing of its proposal. 

In this context, control of a business can be acquired only by the 

acquisition of shares to which voting rights are attached, or by the 

acquisition of all or substantially all of the property used for carrying 

out the business in Canada. 

Once screening of the establishment of new businesses begins, 

then a non-eligible person or group of persons containing one which 

proposes to establish a new business in Canada, and does not at the time 

carry on any business in Canada which is related to the proposed business, 

will have to give the Agency notice in writing of its proposal. 

If the Minister believes that any-non-eligible person or 

group of persons containing one has acquired control of an existing 

business (or once the Act is fully in effect established a new business) 

without informing the Agency, or proposes to do so, he may require it to 

give notice in writing to the Agency. 

The Minister will review the application, bearing in mind 

any representations which may be submitted by a province likely to be 

significantly affected, and will assess whether the proposed or actual 

investment is likely to be of significant benefit to Canada. If he 

considers that it is likely to be of significant benefit, he will 

recommend to the Government that it be allowed. The Government will then 

decide whether or not to allow the investment,  and the Agency will , 

inform the applicant of the decision. Alternatively, the Government may 

return the application to the Minister for further consideration. 

If the Minister is unable to complete his asseàsment of an 

application within 60 days of its receipt by the Agency and requires 

further time for consideration, or if the Minister is unable to recommend 

that  the application  be approved, the applicant will be SO, informed and 

told of his right to make representations in connection with the matter. 

If the applicant then wishes to make representations, the 

Minister will give him a reasonable opportunity to do so and to make 

written undertakings about the investment. The Minister may also consult 

Amendment Number 5 
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with any other party to the investffient, or with any person or authority 

named by any party to the investment. 

After considering all representations and consultations, 

including any representations submitted by a province that is likely to 

be significantly affected, the Minister will, if he considers that the 

investment is likely to be of significant benefit to Canada, recommend to 

the Government that it be allowed. Otherwise, he will recommend that the 

Government disallow the investment. The Government will then make its 

decision, and the Agency will inform the applicant of it. 

If, 60 days after an application has been received by the 

Agency, the Government has not made a dedision and the Minister has not 

informed the applicant that further time is needed for consideration, the 

. Government shall be deemed to have allowed the investment. 

If a non-eligible person makes a screenable investihent 

without getting permission first, he can subsequently be required to give 

notice of the investment to the Agency in writing. If he fails to give 

this notice within the time stipulated, or if the Government refuses to 

allow the Investment, the Minister can make application to a superior court 

to have the investment rendered nugatory. 

Criteria for Significant Benefit  

Five criteria will be used to determine whether a,proposed 

investment is of significant benefit to Canada: (1) the effect on the 

level and nature of economic activity in Canada, including the effect on 

employment, on resource processing, on the use of Canadian parts, components 

. and services, and on exports; (2) the degree and significance of•

participation by Canadians in the business enterprise and its affiliates; 

(3) the effect on productivity, industrial efficiency, technological 

development, product innovation, and product variety in Canada; (4) the 

effect on competition within any industry or industries in Canada; (5) the 

compatibility.with,national industrial and economic policies, taking into 

consideration industrial and economic policy objectives enunciated by .any 

province likely to be significantly affected. 

' Threshold  

With regard to takeovers, the.:Act applies initially to 

acquisitions of control over Canadian business:enterprises the gross assets 

of which exceed $250,000 or the gross annual revenues of•which.exceed 

Amendment Number 5 
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$3,000,000. After screening of the establishment of new businesses has 

begun, the lower limit to the size of a screenable takeover will be 

eliminated unless the non-eligible investor is already carrying on in 

Canada a business which is related to the business of which he proposes 

to acquire control. 

The establishment of a new business by a non-eligible person 

who is not carrying on a related business in Canada will be subject to 

review irrespective of its size. 

Venture Capital  

If a person's business consists of providing venture capital 

in Canada, then the acquisition of shares in a corporation by that person 

in the ordinary course of business does not constitute the acquisition of 

control. 

. Amendment Number 5 
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INTRODUCTION  

In the course of its studies into foreign direct investment in 

Canadian industry, the Foreign Investment Division has assembled a number 

of extracts from Canadian legislation in related fields. Some of them 

define Canadian ownership or control of business enterprises, some make 

specific provision for its encouragement, and some deal with transactions 

of a type likely to be found within an international enterprise. 

The first working paper to be based on this material was "Selected 

Readings In Laws And Regulations Affecting Foreign Investment In Canada" 

which was issued in December 1969. This was followed by "Selected Readings 

In Laws And Regulations Affecting Foreign Investment In Canada, April 1971"; 

by "Selected Readings In Laws And Regulations Affecting Foreign Investment 

In Canada, June 1971"; by "Selected Readings In Laws and Regulations 

Affecting Foreign Investment In Canada, August 1971"; and by "Selected 

Readings in Laws and Regulations Affecting . Foreign Investment in Canada, 

September 1971". The present working paper supersedes the previous ones. 

The main change from "Selected •Readings in Laws and Regulations 

Affecting Foreign Investment in Canada, September 1971" is the inclusion of 

Ah Act to amend the Income Tax Act. This Act . had  been given Royal Assent by 

the date of writing, but had not yet been proclaimed. 

When the previous versiop was issued in September 1971, the 

Investment Companies Act and the Canada Development Corporation Act had been 

given Royal Assent. They have since been proclaimed. 

No claim is made that the selection of quotations in this or the 

previous'working papers is exhaustive, and the texts quoted should be re-

garded only  as .a  guide. Full references are given to the documents from 

which the items have been extracted, so as to assist the reader in finding 

authoritative sources. 

To the best of the Edvision's knowledge, the extracts were up 

to date at mid-day on 20 March, 1972. 
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BROADCASTING ACT 

Broadcasting policy for Canada 

•  Sec. 3 (b) The Canadian broadcasting system should be effectively 
. 	owned and controlled by Canadians so as to safeguard, enrich and 

strengthen the cultural, political, social and economic fabric of 
Canada. 

Canadian Radio-Television Commission 

Sec. 5 (1) There shall be a commission to be known as the Canadian 
Radio-Television Commission, consisting of five full time members and 
ten part-time members to be appointed by the Governor in Council. 

Sec. 7 (1) A person is not eligible to be appointed or to continue 
as a member of the Commission, if he is not a Canadian citizen 
ordinarily resident in Canada ... 

Licences 

Sec. 22 (1) No broadcasting licence shall be issued, amended or 
renewed pursuant to this part 

(a) in contravention of any direction to the Commission issued by the 
Governor in Council under the authority of this Act respecting 

(iii) the classes of applicants to whom broadcasting licences 
. 	may not be issued or to whom amendments or renewals 

thereof may not be granted ... 

Directions by the Governor in Council 

Sec. 27 (1) The Governor in Council may by order from time to time 
issue directions to the Commission as provided for by subsection 18 (2) 
and paragraph 22 (1) (a). 

Source: "The Broadcasting Act", Revised Statutes of Canada 1970,  Chapter B-11, 
Queen's Printer, Ottawa, 1970. 	• 



DIRECTION TO THE CANADIAN 1ADIO7TELEVISION COMMISSION  
PURSUANT TO SECTION 27 OF THE BROADCASTING ACT  

1. The Canadian Radio-Television Commission is hereby 
directed that on and after the 'twelfth day of January, 1971 brOad-
casting licences may not be issued and renewals of broadcasting 
licenceà may not be granted to applicants of . the classes described 
in paragraph 2. 

• 
2. The 'classes referred to in paragraph 1 are as follows: 

(a) persons who are not Canadian citizens or eligible Canadian 
corporations; and 

(b) governments of countries other than Canada or of political 
subdivisions of countries other than Canada and agents of such 
governments. 

4. For the purposes of this direction, an "eligible 
Canadian corporation" is a corporation 

(a) that is incorporated under the laws of Canada Or a 
province; 

(b) of which.the chairman or • other presiding officer and each of 
the directors or other similar offiders are Canadian citizens; 
and 

(c) of which, if it is a corporation having share capital, at least 
four-fifths of the shares‘having full voting rights under all 
circumstances, and shares representing in the aggregate at 
least four-fifths of the paid-up capital, are beneficially 
•owned by Canadian citizens or by corporations other than 
corporations that are controlled directly or indirectly by 
citizens or subjects of a country other than Canada; 

except that, in any case where in the àpinion of the Commission, 
notwithstanding that the corporation is one tà which subparagraphs 
(a), (b) and (c) apply, the corporation is effectively owned or 
controlled either directly or indirectly and - either through the 
holding of shares of the corporation or any other corporation or 
through the holding of a significant portion of the.outstanding 
debt of the corporation or in any other manner ,  whatever, by or on 
behalf of any person, body or authority of a class deàcribed in 
paragraph 2, the corporation shall be deemed.not to be an eligible 
Canadian corporation. 

5. With respect to any shares of a corporation of, a ' 
particular class that, according to the relevant records- that the 
corporation is required . to  keep under the law of the place of its 
incorporation, are held by individualà each of.whom holds one per 
cent or less of the total  number of issued shares of the corporation 
of that -class, the Commission may, in the absence of any evidence 
to the contrary, accept as evidence that such shares  are-  beneficially 

 owned by Canadian citizens, a statement signed by the president, 
secretary or treasurer of the corporation, or by any -other Officer 
or person thereunto duly authorized by the board of directors or 
other governing body of the corporation, indicating 

(a) that according to those records the individuals who hold the 
- shares are indiViduals having addresses in Canada; and 't 

(b) that the person by whom the statement is signed has no knowledge 
or reason to believe that the shares are not beneficially owned 
by Canadian citizens. 



6. An applicant for the renewal of a broadcasting licence 
that was outstanding on the 1st day of April, 1968 to whom, but for 
this paragraph, such renewal may not be granted by virtue of this 
direction shall be deemed, for the purposes of that application only, 
not to be an applicant of a class described in paragraph 2 if 

(a) the Commission is satisfied that it would not be contrary to the 
publip interest to grant the renewal applied for by the applicant; 
and 

(b) the Governor . in  Council, by order, approves of the grant of the 
renewal after submission to him by the Commission of the application, 
together with a statement of the Commission's reàsons why it is 
satisfied that it would not be contrary to the public interest 
to grant the renewal. 

7. Nothing in this direction shall be construed as limiting 

(a) the power of the Governor in Council to direct that amendments 
of broa.dcasting licences may not be granted to applicants of 
a class described in paragraph 2 or that broadcasting licences 
may not be issued and amendments or renewals of broadcasting 
licences may not be granted to applicants of classes other than 
a class described in paragraph 2, or 

(h) the power of the Canadian Radio-Television Commission, in carrying 
out its objects, to refuse to grant an amendment  of a broadcasting 
licence to an applicant of a.class described in paragraph 2, or 
to refuse to  issue a broadcasting licence to.or to grant an 
amendment or renewal of a broadcasting licence to an'applicant of 
a class other than a class described in paragraph 2. 

Source: "Broadcasting Act, Direction to the Canadian Radio-Television 
Commission", The Canada Gazette, Part II,  Vol. 103, No. 23, SOP/69-590 
P.C. 1969-2229, p.p. 1695-1698, Queen's Printer, Ottawa, 1969. 

"Broadcasting Act, Direction to the Canadian Radio-Television 
Commission", The Canada Gazette, Part 11,  Vol. 105, No. 2, SOR/71-33, 
P.C. 1971-37, p.p. 86-87, Queen's Printer, Ottawa', 1971. 



BANK ACT 

Qualification of provisional directors  

Sec. 10 (4) At least three-quarters of the provisional directors 
shall be Canadian citizens ordinarily resident in Canada. 1966-67, 
c.87, s.10. 

Qualification of directors  

Sec. 18 (3) At least three-quarters of the directors shall be 
Canadian citizens ordinarily resident in Canada. 

(4) The election or appointment of any person as a director 
is void if the composition of the board of directors would as a 
result thereof fail to comply with subsection (3). 

Disqualification of directors 

Sec. 20 (2) A director ceases to be a director if 

(h) he ceases to be a Canadian citizen ordinarily resident in Canada 
and as a result thereof the composition of the board of directors 
ceases to comply with subsection 18 (3). 1966-67, c.87, s.20. 

Definition of non-resident  

Sec. 52 (1) In this section and sections 53 to 57• "non-resident" 
means 

(a) an individual who is not ordinarily resident in Canada, 

(b) a corporation incorporated, formed or otherwise organized, 
elsewhere than in Canada, 

(c) the government of a foreign state or any political subdivision 
thereof, or an agent of either, 

(d) a corporation that is controlled directly or indirectly by 
non-residents as defined in any-of paragraphs (a) to (c), 

(e) a trust 

(i) established by a non-residerit as defined'in any of 
paragraphs (h) to (d) other than a trust for the 
administration àf a pension fund for the benefit of 
individuals a majority of whom are residents, or 

(ii) in which non-residents as defined . in  any of paragraphs 
(a) to (d) have more than fifty per cent of the 
beneficial interest, or 

(f) a corporation that is controlled directly or indirectly by 
•a trust defined in paragraph'(e) as a non-resident. 

Shares held jointly  

Sec. 52 (4) For the purposes . of sections 53 to 57, Where a share o 
thè capital stock of the bank is held jointly and one or more of 
the joint holders thereof is a non-resident, the share is deemed to 
be held by a non-resident. 

4. 

Change of étatus of resident corporation or trust  

(5) Where after the 30th day of April 1967 a corporation 
or trust that was at any time a resident becomes a non-resident, 
any shares of the capital stock of the bank acquired by the 
corporation or the trust while it was a resident and held by it 
while it is a non-resident shall be deemed, for the purposes of 
sections 53 and 54, to be shares held by a resident for the use 
or benefit of a non-resident. 
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Limit on shares held by non-residents 

Sec. 53 	(1) The Bank shall refuse to allow a transfer of a share 
of the capital stock of the bank to a non-resident to be made or 
recorded in a register of transfers of the bank 

(a) if, when the total number of shares of the capital stock of the 
bank held by non-residents exceeds twenty-five per cent of the 
total number of the issued and oustanding shares of such stock, 
the transfer would increase the percentage of such shares held 
by non-residents; or 

(b) if, when the total number of shares of, the capital stCok of the 
bank held by non-residents is twenty-five per cent or less of 
the total number of the issued and outstanding shares of such 
stock, the transfer would cause the total number of such shares 
held by non-residents to exceed twenty-five per cent of the 
total number of the issued and outstanding shares of such stock. 

(2) The bank shall refuse to allow a transfer of a share 
of the capital stock of the bank to any person ... 

(a) if, when the total number of shares of the capital stock of the 
bank held by such person and by other shareholders associated 
with him, if any, exceeds ten per cent of the total number of 
the issued and outstanding shares of such stock, the transfer 
would increase the percentage of such shares held by such person 
or by other shareholders associated with him, if any; or 

(b) if, when the total number of shares of the capital stock of the 
bank held by such person and by other shareholders associated 
with him, if any, is ten per cent or less of the total number 
of the issued and outstanding shares of such stock, the transfer 
would cause the total number of such shares held by such person 
and by other shareholders associated with him, if any, to exceed 
ten per cent of the issued and outstanding shares of such stock. 

No shares to be transferred to a government  

(3) The bank shall refuse to allow a transfer of a share 
of the capital  stock /of the bank to 

(b) the government Of a foreign state or any political subdivision 
thereof or an agent of the government of a foreign state or any 
political subdivision thereof, 

to be made or recorded in a register of transfers of the bank. 

(4) The bank shall not accept a subscription for a share 
of the capital stç.i)ck of the bank 

(a) ... by the evernment of a foreign state or any political 
subdivision/thereof ,  or an agent of the government of a foreign 
state or any political subdivision thereof, 

Voting by resident nomineles of non-residents prohibited  

Sec, 54 	(1/) Notwithstanding section 31, and except as provided 
in section 56 1/, where a resident holds sharesOf the capital stock of 
the bank in the right of, or for the use or benefit of, a non-/ resident, the resident shall not, in person or by proxy, exercise 
the voting rights pertaining to those shares. 

Computing non-resident holdings  

- Sec.. 55 /(4) Where for any of the purpOses of section 53, the 
bank req

/
uires that the tptal number of shares of the ‚capital  stock of 

the bankheld by non-residents be established, the bank may calculate 
the tôtal number of such shares held13y non-residents to be the total 
of 	I 

.the nnmber of shares held by all shareholders wheberecorded 
addresses are places outside Canada; and 

(a) 
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(h) the number of shares held by all shareholders each of whose 
aggregate individual holdings of such shares hàs a par value 
of more than five thousand dollars and whose recorded addresses 
are places within Canada but who to the knowledge of the bank 
are non-residents: 

and such calculation may be made as of a date not earlier than the 
1st day of May, 1967 or four months before the day on which the 
calculation is made, whichever is the later date. 

Limiting Transfers 

(5) Where by any calculation made under subsection (4) 
the total number of shares held by non-residents is under twenty-
five per cent of the total issued and outstanding shares of the 
capital stock of the bank, the number of shares the transfer of 
which by residents to non-residents the bank may allow to be made 
or recorded in the registers of transfers of the bank shall be so 
limited as not to increase the total number of shares held by non-
residents to more than twenty-five per cent of the total issued 
and outstanding shares of the capital stock of the bank. 

Definitions  

, Sec. 56 	(1) In this section, 

Associates of the non-resident  

"associates of the non-resident" means, with reference to any 
particular day, 

(a) any shareholders associated with the non-resident on that 
day, and 

(b) any persons who would, under subsection 52 (2), be deemed 
to be shareholders associated with the non-resident on 
that day if both he and such persons were shareholders; 

Prescribed day  

"prescribed day" means the 17th day of February 1965; 

Shares held by or for the non-resident and associates 

"shares held by or for the non-resident and associates" means, 
with reference to any particular day, the aggregate number of shares 
held on that day in the name or right of or for the use or benefit 
of the non-resident and associates of the non-resident on that day; 

Non-resident ownership of bank  

(2) Where more than twenty-five per cent of the issued and 
outstanding shares of the capital stock of the bank were held on the 
22nd day of September 1964 in the naine or right of or for the use 
or benefit of any one non-resident, the bank, so long as the total 
number of shares of the capital stock of the bank held by non-
residents exceeds twenty-five per cent of the total number of issued 
and outstanding shares of the capital stock of the bank, 

(a) shall refuse to allow a transfer of a share of the capital stock 
of the bank to a non-resident to be made or recorded in a register 
of transfers of the bank unless the transfer is from a non-
resident to any associates of the non resident; and 

4 	 (h) shall not accept à subscription for a share of the capital 
stock of the bank by a non-resident; 
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but if at any time after the 22nd day of September 1964 there is no 
one person in whose name or right or for whose use or benefit more 
than ten per cent of the issued and outstanding shares of the capital 
stock of the bank are held, this subsection ceases thereafter to have 
any force or effect. 

Exception for individual non-resident and associate holdings  

(4) Where on the 22nd day of September 1964 the number 
of shares of the capital stock of the bank held in the name or right 
of or for the use or benefit of a non-resident together with the 
number of such shares, if any, held on that day in the name or right 
of or for the use or benefit of any associates of the non-resident 
exceeded ten per cent of the number of shares of the capital stock of 
•the bank at that time issued and outstanding, the voting rights 
pertaining to the shares held in the name or right of or for the use 
or benefit of the non-resident may, notwithstanding subsection 54 (2), 
be exercised, in person or by proxy, so long as the percentage of such 
shares held by or for the non-resident and associates does not exceed 
either the percentage of such shares held by or for the non,-resident 
and associates on the 22nd day of September 1964 or the smallest 
percentage of such shares held by or for the non-resident and 
associates on any subsequent day; but this subsection shall not be 
construed to prohibit the exercise of voting rights in circumstances 
where section 54 does not apply. 

Transfer by Nominees  

(5) Notwithstanding subsections 53 (2) and (3), the bank 
may allow a transfer of a share of the capital stock of the bank to 
be made or recorded in a register of transfers of the bank where the 
transfer is to 

(b) the government of a foreign state or any political subdivision 
thereof or an agent of the government of a foreign state or any 
political subdivision thereof, ... 

if it is shown to the bank on evidence satisfactory to it that the 
share was at the commencement of the prescribed day held in the right 
of or for the use or benefit of the transferee. 

Voting rights on non-resident holdings acquired after. 22nd September 1964.  

(6) If, at any time:after the 22nd day of September 1964 
and before the first day of May 1967, the bank allowed to be.made or 
recorded'in a register of transfers of the bank a transfer of any 

• share of the capital stock of the bank to'à non-resident that it would 
have been'required to refuse under section 53 had that section come 
into force on the 23rd day of September 1964, no person shall, in 
persàn or as proxy, exercise the voting rights pertaining to such 
share until such time as the share is transferred to a resident, - 
unless 

(a) ; the:total  par value of all shareà of the capital stock of the 
bank held by,the non-resident is not more than five thousand 
dollars, or 

(0 the percentagè of the .shares of the capital:stock of the bank 
held by non-residents. on the 1st day of May 1967.does not 
exceed 

(i) twenty-five per cent, or 
• (ii) the percentage of such shares held by non7residents on 

the.22nd day of September 1964 if such percentage was 
on that day zreater than twenty-fiveper - cent, 

and the total number'of such shares held by or:for :the non-
-résident and.aseociates does not exCeed ten per cent:of:the 
total number  of the  issued and outstanding shares of the capital 

• stock of the bank; 



but nothing in this subsection shall be construed to permit any 
person to exercise the voting rights pertaining to a share of the 
capital stock of the bank that is held in the name of the government 
of a foreign state or any political subdivision thereof or an agent 
of the government of a foreign state or any political subdivision 
thereof, if the transfer of the share to the holder was made or 
recorded in à register of transfers of the bank on or after the 
prescribed day. 

Calculation of non-resident shareholders  

(8) For the purposes of subsection (6), the total number 
of shares of the capital stock of the bank held by non-residents on 
the 22nd day of September 1964, or on any day thereafter to and 
including the 1st day of May 1967, may be calculated, in respect of 
any of those days, in the same manner as the total number of such 
shares may be calculated under subsection 55 (4). 
1966-67,  i87,  

Prohibitions  

Sec. 75 	(2) Except as authorized by or under this Act, the bank 
shall not, directly or indirectly, 

(g) at any time after the 31st day of December 1967 or after ,  such 
later day, not being a day later than the 31st day of December, 
1972, as may be prescribed from time to time by the Governor in 
Council, have outstanding total liabilities (including paid-up 
capital, rest account and undivided profits) exceeding twenty 
times its authorized capital stock if more than twenty-five per 
cent of its issued shares are held by any one resident or 
non-resident shareholder and his associates as described in 
section 56. 

Source: "The Bank Act", Revised Statutes of Canada 1970,  Chap. B-1 
Queen's Printer, Ottawa, 1970. 
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CANADIAN AND BRITISH INSURANCE COMPANIES ACT  

Direc  tors  

Sec. .6 	(4) A majority of all the directors of the company, and, 
in the case.of a;company having more than one class of directors, of 
the ordinary directors or shareholders' directors, as the case may be, 
of the company, shall at all times be Canadian citizens ordinarily 
resident in Canada. 

(5) The election or appointment of a person  as .a  director 
is void if the composition of the Board of Directors as a result 
thereof fails to comply with the requirements of subsection (4) and 
a director ceases to .be a director if he ceases to be a Canadian 
citizen ordinarily resident in Canada and the composition of the 
board as a result thereoe ceases to comply with the requirements of 
subsection (4). 

Sec. 17 	(1) The directors of a company registered to transact the 
business of life insurance may allow or refuse to allow the entry in 
any such book or books, or any transfer of stock that would, in the 
opinion of the directors, result in that stock being held in the 
name or right of, or for the use or benefit of, 

(a) a person,who is not a Canadian citizen ordinarily resident in 
, 	Canada, 

( D) a corporation, association, partnership or other organization 
incorporated,,formed or otherwise organized elsewhere than in 

. Canada, or 

'(c) a corporation, association, partnership or other organization 
that, in the opinion Of the directors, is controlled, whether 

• directly or indirectly and whether through holding a majority 
• of the-shares thereof or other voting interest therein or in 

any other manner Whatever, by persons who are not Canadian 
citizens ordinarily resident in Canada. 

• (2)- Subsection (1) does not apply to permit the directors 
of a company registered to transact the business of life insurance 
to.refuse to allow the entry in any such book or books, of any 
transfer of stock held  in the naine or right of, .or for the use or 
benefit of, any person, corporation, association, partnership . or 
organipation mentioned in paragraph (1) (a), (0 or (c). 
1957-58, c.11,.s.3. 

Definitions  

Sec. 18. 	(1) In this section and sections 19 to 22, 1 

Non-resident  

"non-resident" means 
/ 

(a) an individual, who is not ordinarily resident in Canada. 
/ 

(b) a corporation incorporated, formed or ,otherwise organized, 
elsewhere tlian in Canada. 

(c) a corporation that is controlled directly or indirectly by 
non-resideilts as defined in paragraph (a) or (0, 

./ (d), a trust established by a non-resident  as  defined in 
paragraph/ (a), (b), or (c), or a trust in which non-residents . 
as so defined have more than fifty per cent of the beneficial 
interesth or 

(e) a corporation that is controlled directly or indirectly by a 
trust mentioned in paragraph (d); 
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Shares held jointly  

(3) For the purposes of sections 19 to 22, where a 
share of the capital stock of a life company is held jointly and 
one or more of the joint holders thereof is a non-resident, the 
share is deemed to be held by a non-resident.  1964-65,  c.40, s.3. 

Limit on shares held by non-residents  

Sec. 19. 	(1) The directors of a life company shall refuse to 
allow in the book or books referred to in section 15 the entry of 
a transfer of any share of the capital stock of the company to a 
non-resident 

(a) if, when the total number of shares of the capital stock of 
the company held by non-residents exceeds twenty-five per 
cent of thé total number of issued and outstanding shares of 
such stock, the entry of the transfer would increase the 
percentage of such shares held by non-residents; 

(b) if, when the total number of shares of the capital stock of 
' the company held by hen-residents is twenty-five per cent or 
less of the total number of issued and outstanding shares of 
such stock, the entry of the transfer would cause the total 
number of such shares of stock held by non-residents to exceed 
twenty-five per cent of the total number of issued and out-
standing shares of such stock; 

(c) if, when the total number of shares of the capital stock of 
the company held by the non-resident and by other shareholders 
associated with him, if any, exceeds ten per cent of the total 
number of issued and outstanding shares of such stock, the 
entry of the transfer would increase the percentage of such 
shares held by the non-resident and by other shareholders 
associated with Ilim, if any; or 

(d) if, when thetotal number of shares of the capital stock of the 
company held by the non-resident and by other shareholders 
associated with him, if any, is ten per cent or less of the 
total number of issued and outstanding shares of such stock, 
the entry of the transfer would cause the number of such shares 
of stock held by the non-resident and by other shareholders 
associated with him, if any, to exceed ten per cent of the 
isslied and outstanding shares of such stock. 

Allotment to non-resident  

(2) The directors of a life company shall not, after the 
day of commencement of the first general meeting of the shareholders 
of the company, allot, or allow the allotment of, any shares of the 
capital stock of the company to any non-resident in circumstances 
where, if the allotment to such non-resident were a transfer of those 
shares, the entry thereof in such book or books would be required, 
under subsection (1), to be refused by the directors. 

Penalty  

(3)• Default In complying with the provisions of this 
section does not affect the validity of a tranàfer or allotment of 
a share of the capital stock of the life company that has been 
entered in such  book or books, but every director who knowingly 
authoriZes or perMits such default is guilty  of an  offence punishable 
on summary conviction and  is liable to a fine net exceeding five 
thousand dollars or to imprisonment fora term not exceeding one 
year or to both. 196465, c.40,• s.3. 

Voting rights of nominees  

Sec. 20. 	(1) Where a resident holds shares of the capital stock of 
a life company'in the rightof, or for the use or benefitof, a non- . 
resident, the resident shall not, either in person or byproxy, 
exercise the voting rights pertaining to those shares. 



Votine rights of non-residents  

, (2) Subject to subsection 22 (3), where any shares of 
the capital stock of a life company are held in the name or right 
of or for the use or benefit of a non-resident, no person shall, 
either as proxy or in person, exercise the voting rights pertaining 
to such shares held by the non-resident or in his right or for his 
use or benefit, if the total of such shares so held, together with 
such shares held in the name or right of or for the use or benefit 
of 

(a) any shareholders associated with the non-resident, or 

(h) any persons who would, under subsection 18 (2), be deemed to 
be shareholders associated with the non-resident were such 
persons and the non-resident themselves shareholders, 

exceed in number ten per cent of the issued and outstanding shares 
of such stock. 

Penalt  

(3) Every person who knowingly contravenes a provision 
of this section is guilty of an offence punishable on summary 
conviction and is liable to a fine not exceeding five thousand 
dollars or to imprisonment for a term not exceeding one year or 
to both. 

Definitions  

Sec. 22. 	(1) In this section 

Associates of the non-resident  

Itassociates of the non-resident" means, with reference to any 
particular day, 

(a) any shareholders associated with the non-resident on that day, 
and 

(b) any persons who would, under subsection 18 (2), be deemed to 
be shareholders associated with the non-resident on that day 
were such persons and the non-resident themselves shareholders; 

• Prescribed day  

illarescribed day" means 	 , 

(a) the 23rd day of September 1964, in the case of a life company 
that was a life Company on that date, 

(b) the date of commencement of the first general meeting of the 
shareholders of the company, in the case of a company incorpora-
ted after the 23rd day of September 1964, 

(c) the date that a company becomes registered to transact the 
business of life insurance, in the case of a company incorpora-
ted before the 23rd day of September 1964, but not so registered 
on that date, and 

(d) the date of the issue of letters patent pursuant to section 4.5, 
in the case of a corporation continued as a corporation pursuant 
to that section; 

Shares held by or for the non-resident and associates  

"shares held by or for the non-resident and associates" means, with 
reference to any particular day, the aggregate number of shares held 
on that day in the nâme or right of or for the use or benefit of the 
non-resident and associates of the non-resident on that day. 
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Exception for non-resident ownership of company  

(2) Where morethan fifty per cent of the issued and 
outstanding shares of the capital stock of a life company are held 
in the name or right of or for the use or benefit of one non-resident 
at the commencement of the prescribed day, Sections 19 to 21 do not 
apply to or in respect of that company; but if at any time there-
after there is no one non-resident in whose name or right or for 
whose use or benefit more than fifty per cent of the issued and 
outstanding shares of the capital stock of the life company are 
held, those sections apply from and after that time to in and 
respect of that company. 

Exception for individual non-resident 

(5) Where at the commencement of the prescribed day the 
• 'number of 'shares of the capital stock of a life company held in the 

name or right of or for the use or benefit of a non-resident . 
• together with the number of such shares, if any, held at the 

commencement of that day in the naine or right of or for the use or 
benefit of any associates of the non-resident exceed ten per cent 
of the number of . shares of such stock at that time issued and 
outstanding, the voting rights pertaining to the shares held in the . 
name or right of or for : the use or benefit of the non-resident may 

, notwithstanding subsection 20(2) be exercised, in person or by proxy, 
so long as the percentage of such shares held by or for the non-
resident and associates does ,not exceed either the percentage of 
such shares held by,or for the non-residént and associates at the 
commencement of the prescribed day or the smallest percentage of 
such shares held by or for the non-resident and associates on any 
subsequent day; but this subsection shall not be cOnstrued to 
prohibit the exercise of voting rights in circumstances where 
section 20 does not apply. 

Change of status of corporate resident  

(4) Where after the 17th day of March 1965 a corporation 
that was at any time a resident becomes a non-resident, any shares 
of the capital stock of a life company acquired by the corporation 
while it was a resident and held by it while it is a non-resident 
shall be deemed, for the purposes of sections 19 and 20, to be 
shares held by a resident for the use or benefit of a non-resident. 

Stock splits  

(5) Where on or after the prescribed day the par value 
of shares of the capital stock of a life company is reduced, the 
directors of the.life company may, notwithstanding subsection 19(2), 
allot shares of the capital stock of the life company of the 
•reduced par value to a non-resident who is a shareholder in exchange 
for shares of such stock of the unreduced par value but not so as 
thereby to effect an increase in the aggregate par value of the 
shares of such stock held by the non-resident. 

Transferring beneficial holding 	 • 

(6) •  The directors of a life company may, notwithstanding 
section 19, allow in the book or books referred to in section 15 the 
entry of a transfer of any share of the capital stock of the company 
from a resident to a non-resident where it is shown to the directors 

• on evidence satisfactory to them that the share was at the commence-
ment of the prescribed day held by the resident in the right of or 
for the use or benefit of the non-resident. 	 • 
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,Entry after prescribed day  

(7) If at any time on or after the prescribed day and 
before the 18th day of March 1965 the directors of a life company 
allow, in the book or books refèrred to in section 15, the entry 
of any transfer or allotment of any share of the capital stock of 
the company to a non-resident that they would have been required 
to refuse or prevent under section 19 had that section come into 
force on the prescribed day, no person shall, as proxy or in 
person, exercise the voting rights pertaining to such share so long 
as the share is held in the name or right of or for the use or 
benefit of any non-resident. 

Conclusions reached by directors re resident or non-resident status  

(9) In determining for the purpoées of this section and 
sections 18 to 21 whether a person is a resident or non-resident, 
by whom a:corporation is controlled, or any other circumstances 
relevant :to the performance of their duties under those sections, 
the directors of a life company may rely upon any statements made 
in any declarations submitted under section 21 or rely upon their 
own knowledge of - the circumstances; and the directors are not liable 
in any action  for, 	done or omitted by them in good faith 
as a.result of any conclusions made' by them on the basis'of anY . such 
statements or knowledge.' 1964-65 e.40, s.3. 	 . 	. 	• 

Source: "Canadian and British,Insurance ComPanies 
Canada, 19!70  Chap. 1-15, Queen's Printer', 

Act", Revised Statutes of  
Ottawa, 1970. 

"Canadian and British Insurance Companies 
Canada, 1970, 1st supplement, Chapter 19, 
1970. 

Act", Revised Statutes  of 
Queen's Printer, Ottawa, 
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LOAN COMPANÇES ACT  

Direc  tors  

Sec. 19. 	At least three-quarters of the directors of the 
company must be Canadian citizens ordinarily resident in Canada. 

Definitions  • 

Sec. 44• 	(1) In this section and sections 45 to 48 "non-resident" 
means 

(a) an individual who is not ordinarily resident in Canada 

(b) a corporation incorporated, formed or otherwise organized, 
elsewhere than in Canada, 

(c) a corporation that is controlled directly or indirectly by non-
residents as defined in paragraph (a) or (b), 

(d) a trust established by a non-resident as defined in paragraph 
(a), (h) or (c), or a trust in which non-residents as so defined 
have more than fifty per cent of the beneficial interest, 
or 

(e) a corporation that is controlled directly or indirectly by a 
trust mentioned in paragraph (d). 

Shares held jointly  

(3) For the purposes of sections 45 to 48, where a share 
of the capital stock of a company is held jointly and one or more of 
the joint holders thereof is a non-resident, the share is deemed to be 
held by a non-resident. 1964-65, c.40, e.38. 

Limit on shares held by non-residents  

Sec. 45. 	(1) The directors of a company shall refuse to allow in 
the book or books referred to in section 42 the entry of a transfer 
of any share of the capital stock of the company to a non-resident 

(a) if, when the total number of shares of the capital stock of the 
company held by non-residents exCeeds twenty-five per cent of 
the total number  of  issued and outstanding shares of such stock, 
the entry of the transfer would increase the percentage of such 
shares held by non-residents; 

(h) if, when the total number of shares of the capital stock of the 
company held by non-residents is twenty-five per cent or less 
of the total number of issued and outstanding shares of such 
stock, the entry of the transfer would cause the total number of 
such shares of stock held by non-residents to exceed twenty-five 
per cent of the total number of issued and outstanding shares 
of such stock; 

(c) when the total number of shares of the capital stock of the 
company held by the non-resident and by other shareholders 
associated with him, if any, exceeds ten per cent of the total 
number of issued and outstanding shares of such stock, the entry 
of the transfer would increase the percentage of such shares held 
by the non-resident and by other shareholders associated with 
him, if any; or 

(d) if, when the total number of shares of the capital stock of 
the company held by the non-resident and by other shareholders 
associated with him, if any, is ten per cent or less of the total 
number of issued and outstanding shares of such stock, the entry 
of the transfer would cause the number of such shares of stock 
held by the non-resident and by other shareholders associated 
with hirà, if any, to exceed ten per cent of the issued and 
outstanding shares of such stock. 



- 16 - 

Allotment to non-resident  

(2) The directors of a company shall not, after the day 
• of commencement of the first general meeting of the shareholders of 

the company, allot, or allow the allotment of, any shapes of the 
capital stock of the company to any non-resident in circumstances 

• where, if the allotment to such non-resident were a transfer of those 
shares, the entry thereof in such book or books would be required, 
under subsection (1), to be refused by the directors. 

Penalty  

(3) Default in complying with the provisions of this 
section does not affect the validity of a transfer .  or allotment of 
a share of the capital stock of the company that has been entered 
in the book or books referred to in section 42, but every director 
who knowingly authorizes or permits such default is guilty of an 
offence punishable on summary conviction and is liable to a fine not 
exceeding five thousand dollars or to imprisonment for a term not 
exceeding one year or to both. 1964-65, c.40. s.38. 

Voting rights of nominees suspended  

Sec. 46. 	(1) Where a resident holds shares of the capital stock 
of a company in the right of, or for the use or benefit of, a non-
resident, the resident shall not, either in person or by proxy, 
exercise the voting rights pertaining to those shares. 

Voting rights of non-residents  

(2) Subject to subsection 48 (3), where any shares of 
the capital stock of a company are held in the name or right of or 
for the use or benefit of a non-resident, no person shall, either 
as proxy or'in person, exercise the voting rights pertaining to such 
shares held by the non-reside/Pt or in his right or for his use or 
benefit, if the total of such shares so held, together with such 
shares held in the name or right of or for the use or benefit of 

(a) any shareholders associated with the non-resident, or 

(b) any persons who would, under subsection 44 (2), be deemed to 
be shareholders associated with the non-resident were such 
persons and the non-resident themselves shareholders, 

exceed in number ten per cent of the issued and outstanding shares 
of such stock. 

Penalty  

(3) Every person who knowingly contravenes a provision 
of this section is guilty of an offence punishable on summary 
conviction and is liable to a fine not exceeding five thousand 
dollars or to imprisonment for a term not exceeding one year or to 
both. 

Definitions  

Sec. 48. 	(1) In this section, 

Associates of the non-resident  

associates of the non-resident" means, with reference to any 
particular day, 

•(a) any shareholders associated with the non-resident on that day, 
and 

(b) any persons who would, under subsection 44 (2), be deemed to 
be shareholders associated with the - nonresident on that day 
•were such persons and the nonresident themselVes shareholders; 
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"Prescribed day" means 

(a) the 25rd day of September 1964, in the case of a loan company 
to which this Act applies that was such a company on that date, 

(b) the day,of commencement of the first general meeting of the 
shareholders of the company, in the case of a loan company to 
whigh'this Act applies and incorporated after the 25rd day of 
September 1964, and 

(c) the date of the issue of letters patent pursuant to section 7, 
in the case of a corporation continued as a corporation pursuant 
to that section; 

Shares held by or for the non-resident and associates  

"shares held by or for the non-resident and associates" means, with 
reference to any particular day, the aggregate number of shares held 
on that day- t in the name or right of or for the use or benefit of the 
non-resident and assOciates of the non-resident on that day. - 

Exception for non-resident ownership  

(2) Where more than fifty per cent of the issued and out-
standing shares of the capital stock of a company are held in the 
name or right of or for the use or benefit of one non-resident at the 
commencement of the prescribed day, sections 45 to 47 do not apply to 
or in respect of that company; but if at any time thereafter there 
is no one non-resident in whose name or right or for whose use or benefit 
more than fifty pèr cent of the issued and outstanding shares of the 
capital stock of the company are held, those sections apply from and 
after that time to and in respect of that company. 

ExCeption for individual non-resident  

(5):Where at the commencement of the preecribed day the-
number of : sharés of the capital stock of a company held in the name . 
or right of or : for...the use or benefit of à non-resident together with 
the number of Such shares:, if any, held at  the commencement of that 
day in the name or right of or for the use or benefit of any associates 
of the non-résident  exceed ten per cent of the number of share's of 
such stock atlthat time issued and outstanding, the voting rights 
pertaining  te the  shares held in the name or right of or for the use - 
or benefit of the non-resident may.  notwithstanding subeection 46 (2) 
be exercised:, in persen Or by proxy, so  long as theqoercentage of' 
such shares'beld by or for the non-resident and assOciates does not-
exceed.eithér the percentage of silch shares held by or  for the non-
resident and associates at the commencement of the prescribed day Cr 
the smallesit percentage of such shares held by  or for the non-resident . 
and associates cn, any - subsequent day; but this'subsection shall not be 
construed /to prohibit the exercise of voting rights in circumstances 
where section 46 does not- apply. 

Change of status of/corperate reedent  

/ (4) Where after the 17th:day of March 1965 a Corporation 
that maà'at any time, a résident becomes a non-resident, any shares of 
the caplital stock Of the company acquired by the corporation while it 
was a i.esident and held by it while it4s a non-resident shall be 
deemed for the'Purposes -of sections - 4 and 46, to be shares held by 
a resident for the use or benefit of a nen-resideht. 

Stock splits  

(-5) Where on or after the prescribed daY the par value of 
shares of the Capital stock of the tompany is reduced, thedirectors 
of/the company,  may,'notwithstanding subeeption 45 (2), allot shares 
of, the capital etoCk of the company of the redUced par Value to'a 
non-résident who is à shareholder in exchange for eharés of such stock 
of the unreduced par value but inot so as thereby tO/effect an increase 
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in the aggregate par value of the shares of such stock held by the. 
non-resident. 

Transferring beneficial holding  

(6) The directors of a company may, notwithstanding 
section 45, allow in the book or books referred to in section 42 
the entry of a transfer of any share of the capital stock of the 
company from a resident to a non-resident where it is shown to the 
directors on evidence satisfactory to them that the share was at the 
commencement of the prescribed day held by the resident in the right ' 
of or for the use or benefit of the non-resident. 

Entry, after prescribed day  

• (7) If at any time on or after the prescribed day and 
before the 18th day of March 1965 the directors of a company allow, 
in the book or books referred to in section 42, the entry of any 
transfer or allotment of any share of the capital stock of the 
company to a non-resident that they would have been required to 
refuse or prevent under section 45 had that section come into force 
on the prescribed day, no person shall, as proxy or in person, 
exercise the voting rights pertaining to such share so long as the 
share is held in the naine or right of or for the use or benefit of 
any non-resident. 

■ Conclusions reached by directors re residents or non-resident status  

(9) In determining for the purposes of sections 44 to 
48 whether a person is a resident or non-resident, by whom a 
corporation is controlled, or any other circumstances relevant to 
the performance of their duties under those sections, the directors 
of the company may rely upon any statements made in any declarations 

• submitted under section 47 or rely upon their own knowledge of the 
• circumstances; and the directors are not liable in any action for 

anything done or omitted by them in good faith as a result of any 
conclusions made by them on the basis of any such statements or 
knowledge. 1964-65, c.40, s.38. 

• 
Source: "loan Co4anies  Act,",  Revided Statutes of Canada, 1970,  Chapter II-12, 

Queen's/Printer, Ottawai 1970. 

"Loan Companies Act", Revised Statutes.of Canada, 1970, 1st Supplement, 
Chapte/c 24, Queen'S Printer, Ottawa,.1970. 
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TRUST COMPANIES ACT  

Direc  tors  

Sec. 19. 	 At least three-quarters of the directors of the 
company must be Canadian citizens ordinarily resident in Canada. 

Definitions 

Sec. 37, 	(1) In this section and sections 38 to 41 "non-resident" 
means 

(a) an individual who is not ordinarily resident in Canada, 

(h) a corporation incorporated, formed or otherwise organized, 
elsewhere than in Canada, 

(c) a corporation that is controlled directly or indirectly by 
non-residents as defined in paragraph (a) or (b) 

(d) a trust established by a non-resident as defined in paragraph 
(a), (h) or (c), or a trust in which non-residents as so 
defined have more than fifty per cent of the beneficial 
interest, or 

• (e.) a corporation that is controlled directly or indirectly by 
a trust mentioned in paragraph (d). 

Shares held jointly  

(3) For the purposes of sections 38 to 41, where a 
share of the capital stock of a company is held jointly and one or 
more of the joint holders thereof is a non-resident, the share is 
deemed to be held by a non-resident.  19614-.65,  c.40, s.3°. 

Limit on shares held by non-residents  

Sec. 38. 	(1) The directors of a company shall refuse to allow 
in the book or books referred to in section 35 the entry of a 
transfer of any share of the capital stock of the company to a non-
resident 

(a) if, when the total number of shares of the capital stock of 
the company held by non-residents exceeds twenty-five per cent 
of the total number of issued and outstanding shares of such 
stock, the entry of the transfer would increase the percentage 
of such shares held by non-residents; 

(h) if, when the total number of shares of the capital stock of 
the company held by non-residents is twenty-five per cent or 
less of the total number of issued and outstanding shares of 
such stock, the entry of the transfer would cause the total 
number of such shares of stock held by non-residents to exceed 
twenty-five per cent of the total number of issued and out-
standing shares of such stock; 

(c) if, when the total number of shares of the capital stock of 
the company held by the non-resident and by other shareholders 
associated with him, if any, exceeds ten per cent of the total 
number of issued and outstanding shares of such stock, the 

• entry of the transfer would increase the percentage of such - 
shares held by the'non-resident and by other shareholders 
associated with him, if any; or 

(d)  •  if, when the total number of shares of the capital stock of 
the company held by the non-resident and by other shareholders 
associated with him, if any, is ten per cent or less of the 
total number of issued and outstanding shares of such stock, 
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the entry of the transfer would cause the number of such shares of 
stock held by the non-resident'and by other shareholders associated 
with him, if any, to exceed ten per cent of the issued and outstand-
ing shares of such stock. 

Allotment to non-resident  

(2) The directors of a company shall not, after the day•
of commencement of the first general meeting of the shareholders of 
the company, allot, or allow the allotment of, any shares of the 
capital stock of the company to any non-resident in circumstances 
where, if the allotment to such non-resident were a transfer of those 
shares, the entry thereof in such book or books would be required, 
under subsection (1), to be refused by the directors. 

PenaltY- 

(3) Default in complying with this section does not 
affect the validity of a transfer or allotment of a share of the 
capital stock of the company that has been entered in the book or books 
referred to in section 35, but every director who knowingly authorizes 
or permits such default is guilty of an offence punis1able on summary 
conviction and is liable to a fine not exceeding five thousand dollars 
or to imprisonment for a term not exceeding one year, or to both. 
1964-65, c.40, s.30 . 

Voting rights of nominees  

Sec. 39. 	(1) Where a resident holds shares of the capital stock of 
a company in the right of, or for the use or benefit of, a non-
resident, the resident shall not, either in person or by proxy, 
exercise the voting rights pertaining to those shares. 

(2) Subject to subsection 41 (3), where any shares of the 
capital stock of a company are held in the naine or right of or for 
the use or benefit of a non-resident, no person shall, either as 
proxy or in person, exercise the voting rights pertaining to such 
shares held by the non-resident or in his right or for his use or 
benefit, if the total of such shares so held, together with such 
shares held in the naine  or right of or for the use or benefit of 

(a) any shareholders associated with the non-resident, or 

(b) any persons who would, under subsection 37 (2), be deemed to 
be shareholders associated with the non-resident were such 
persons and the non-resident themselves shareholders, 

exceed in number ten per cent of the issued and outstanding shares 
of such stock. 

Penalty  

3) EWery person who knowingly contravenes a provision, 
of this section is guilty of an offence punishable on summary 
conviction and is liable to a fine not exceeding five thousand dollars 
or to imprisonment,for a term not exceeding one yeari or to both. 

Definitions  

Sec. 41. 	(1) In this section, 

Associates of the non-resident  

Itassociates of the-non-resident" means, with reference to any 
particular day. 

(a) any shareholders associated with the non-resident on that day, 
and 

(b) any persons who would, under subseetion 37 (2), be deemed 
to be shareholders associated with the non-resident on that 
day were such persons and the non-resident themselves 
shareholders; 
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Prescribed day  

"Prescribed day" means 

(a) the 23rd day of September 1964, in the case of a trust company 
to which that Act applies that was such a company on that date, 

(b) the day of commencement of the first general meeting of the 
shareholders of the company, in the case of a trust company to 
which this Act applies and incorporated after the 23rd day 
of September 1964 and 

(c) the day of the issue of letters patent pursuant to section 6.1, 
in the case of a corporation continued as a corporation pursuant 
to that section; 

Shares held • by or for the non-resident  

"shares held by or for the non-resident and associates" means, with 
reference to any particular day, the aggregate number of shares held 
on that day in the name or right of or for the use or benefit of the 
non-resident and assoCiates of the non-resident on that day. 

Exception for non-resident ownership  

(2) Where more than fifty per cent of the issued and 
•outstanding shares of the capital stock of a company are held in the 
name or right of or for the use or benefit of one non-resident at 
the commencement of the prescribed day, sections 38 to 40 do not 
,apply to or in respect of that company; but if at any time thereafter 
there is no one"non-resident in whose name or right or for whose'use 
or benefit more than fifty per cent of the issued and outstanding 
shares of the capital stock of the company are held, those sections 
apply from and after that time to and in respect of that company. 

Exception for individual non-resident  

• () Where at the commencement of the presribed day the 
number of shares of the capital stock of a company held in the name 
or right of or for the use or benefit of a non-resident together with 
the number  of  such shares, if 'any, held at the commencement of that 
day in the name or right of or for the use or benefit of any associates 
of the non-resident exceed ten per cent of the number of shares of 

• such stock at that time issued and outstanding, the voting rights 
pertaining to the shares held in the' name or right of or forthe use 

• or benefit of the non-resident may notwithstanding subsection 39 (2) 
•be.exercised, in person or by proxy, so long as the percentage of such 
shares held by or for the non-resident'and associates does not exceed 
either the perdentage of such shares held by or for the non-resident 
and associates at the commencement of the.prescribed day or the smallest 
percentage of such shares held by or for the nonrresident and 
associates on any subsequent day; but this subsection shall not be - 

• construed to prohibit the exercise of - voting rights in circumstances 
. 	where section 39 does not apply.  • 

•Change of status of corporate resident  

• (4) Where after, the 17th day  of  March 1965•a corporation 
that was at any time a resident becomes a non-resident, any shares of 
the capital stock of the company acquired by the corporation while it 
was a resident and held by-it while it is f a non-resident shall be 
deemed, for the purposes of sections 38 and .39, to be shares held by 
a resident for the use or benefit of a non-resident.  • 
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Stock splits  

(5) Where on or after the prescribed day the par value 
of shares of the capital stock of the company is reduced, the 
directors of the company may, notwithstanding subsection 38 (2), 
allot shares of the capital stock of the company of the reduced par 
value to a non-resident who is a shareholder in exchange for shares 
of such stock of the unreduced par value, but not so as thereby to 
effect an increase in the aggregate par value of the shares of such 
stock held by the non-resident. 

Transferring beneficial holding  

(6) The directors of a company may, notwithstanding 
section 38, allow in the book or books referred to in section 35 
the entry of a transfer of any share of the capital stock of the 
company from a resident to a non-resident where it is shown to the 
directors on evidence satisfactory to them that the share was at the 
commencement of the prescribed day held by the resident in the right 
of or for the use or benefit of the non-resident. 

Entry after prescribed day  

(7) If at any time on or after the prescribed day and 
before the 18th day of March 1965 the directors of a company allow, 
in the book or books referred to in section 35, the entry of any 
transfer or allotment of any share of the capital stock of the 
company to a non-resident that they would have been required to 
refuse or prevent under section 38 had that section come into force 
on the prescribed day, no person shall, as proxy or in person, 
exercise the voting rights pertaining to such share so long as the 
share is held in the name or right of or for the use or benefit of 
any non-resident. 

Conclusions reached by directors re resident or non-resident status  

(9) In determining for the purposes of sections 37 to 
41 whether a person is a resident or non-resident, by whom a 
corporation is controlled, or any other circumstances relevant to 
the performance of their duties under those sections, the directors 
of the company may rely upon any statements made in any declarations 
submitted under section 40 or rely upon their own knowledge of the 
circumstances; and the directors are not liable in any action for 
anything done or omitted by them in good faith as a result of any 
conclusions made by them on the basis of any such statements or 
knowledge. 1964-65, c.40, s.30. 

Source: "Trust Companies Act", Revised Statutes of Canada 1970,  Chapter T-16, 
Queen's Printer, Ottawa, 1970 

"Trust Companies Act", Revised Statutes of Canada, 1970, 1St  
SuppleMent,  Chapter 47i Queen's Printer,-Ottawa, 1970. 
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INVESTMENT COMPANIES ACT  

Qualifications of Auditor  

Sec. 6. 	(1) The auditor of an investment company shall, at the 
time of his appointment, be 

(a) an accountant who 

(i) is a member in good standing of an institute or 
association of accountants incorporated by or under 
the authority of the legislature of a Province, 

(ii) is ordinarily resident in Canada; 

and 

(iii) has practised his profession in Canada continuously 
during the six consecutive years immediately preceding 
his appointment; or 

(b) a firm of accountants of which one or more members is qualified 
in accordance with paragraph (a). 

LIMITATIONS ON TRANSFERS OF SHARES 

Definitions  

Sec. 10. 	(1) In this section and sections 11 to 17, 

CorpOration  

(a) "corporation" includes an association, partnership or other. 
organization; 

Non-resident  

(h) "non-resident" means 

•(i) an individual who is not ordinarily resident in Canada, 

(ii) a corporation incorporated, formed or otherwise organized, 
elsewhere than in Canada, 

(iii) a corporation that is controlled directly or indirectly 
by non-residents as defined in subparagraph (i) or (ii). 

(iv) a trust established by a non-resident as defined in 
• subparagraph (i), (ii) or (iii), or a trust in which non-

residents as so defined have more than fifty per cent of 
the beneficial interest, or 

(V) a corporation that is *controlled directly or indirectly 
by a trust mentioned in subparagraph (iv); 
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Resident  

(c) "resident" means an individual, corporation or trust that is not 
a non-resident; and 

Sales Finance Company  

(d) "sales finance company" means an investment company at least 
twenty-five per cent of the assets of which, valued in accordance 
with the regulations, consist of 

•(i) loans, whether secured or unsecured, made by the company, 
or 

(ii) purchases by the company of conditional sales contracts, 
accounts receivable, bills of sale, chattel mortgages, 
bills of exchange, promissory notes or other obligations 
representing part or all of the sale price of merchandise 
or services; 

and the value of assets of an investment company deemed by 
subsection (4) of section 2 not to be assets that consist of 
loans described in subparagraph (i) of paragraph (h) of 
subsection (1) of section 2 shall not be included in calculating 
the aggregate value of its assets described in subparagraphs (i) 
and (ii) of this paragraph. 

Shares held jointly  

(4) For the purposes of sections 11 to 14, where a share 
of the capital stock of a sales finance company is held jointly and 
one or more of the joint holders thereof is a non-resident, the share 
is deemed to be held by a non-resident. 

Limit on shares held by,non-residents  

Sec. 11 	(1) The directors of a sales finance company shall refuse 
to allow, in the book or books required by the Canada Corporations Act 
to be kept by the company, the entry of a transfer of any share of a 
class of shares of the capital stock of the company to a non-resident 

(a) if, when the total number of shares of that class of shares of 
the capital stock of the company held by non-residents exceeds 
twenty-five per cent of the total number of issued and outstand-
ing shares of such class, the entry of the transfer would 
increase the percentage of shares of such class held by non-
residents; 

(b) if, when the total number of shares of that class of shares of 
the capital stock of the company held by non-residents is 
twenty-five per cent or less of the total number of issued and 
outstanding shares of such class, the entry of the•  transfer would 
cause the total number of shares of such class held by non-
residents to exceed twenty-five per cent of the total number of 
issued and outstanding shares of suchclass; 

(c) if, when.the total number of . shares of that class of shares of 
the capital stock of the company held by the non-resident and 
by other shareholders associated with him, if any, exceeds ten 
per cent of the total number of issued and outstanding shares 
Of such Class, the entry of the transfer would increase the. 
percentage of shares of such class held by the non-resident and 
by other shareholders associated - with him, if any; or 

(d) if, when the total number of shares of that class of shares of 
the capital stock of the company held by the non-resident and 

, by other shareholders associated Idth him, if any, is ten per 
cent or less of the total number of issued and outstanding 
shares of such class, the entry of the transfer'would cause the 
number of shares of such class_ held by the non-resident and by 
other shareholders associated with him, if any, to exceed ten 

• per cent of the issued and outstanding shares of such class. 
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Allotment to non-resident  

(2) The directors of a sales finance company shall not 
allot, or allow the allotment of, any shares of the capital stock 
of the company to any non-resident in circumstances where, if the 
allotment to such non-resident were a transfer of those shares, the 

. 

	

	entry thereof in the book or books required by the Canada Corporations 
Act to be kept by the company would be required, under subsection 
(1), to be refused by the directors. 

Penalty  

(3) DeÈault in complying with the provisions of this 
section does not affect the validity of a transfer or allotment of 

• a share of the capital stock of the company that has been entered 
in the book or books required by the Canada Corporations Act to be 
kept by the company, but every director who knowingly authorizes or 
permits such default is guilty of an offence punishable on summary 
conviction and is liable to a fine not exceeding five thousand 
dollars or to imprisonment for a term not exceeding one year or to 
both. 

Voting rights of nominees suspended  

Sec. 12. 	(1) Where a resident holds shares of the capital stock 
of a sales finance company in the right of or for the use or benefit 
of a non-resident, the resident shall not, either in person or by 
proxy, exercise the voting rights pertaining to those shares. 

Voting rights of non-residents 

(7) Subject to subsection (3) of section 14, where any 
shares of a class of shares of the capital stock of a sales finance 
company are held in the name or right of or for the use or benefit 
of a non-resident, no person shall, either as proxy or in person, 
exercise the voting rights pertaining to such shares held by the 
non-resident or in his right or for his use or benefit, if the 
total of shares of such class so held, together with shares of such 
eass held in the name or right of or for the use or benefit of 

(a) any shareholders associated with the non-resident, or 

(h) any persons who would, under subsection (2) of section 10, be 
deemed to be shareholders associated with the non-resident 

, were such persons and the non-resident themselves shareholders, 

exceed in number ten per cent of the issued and outstanding shares 
of such class. 

Penalty  

(3) EVery person who knowingly contravenes a provision 
of this section is guilty of an offence punishable on summary 
conviction and is liable to a fine not exceeding five thousand 
dollars or to imprisonment for a term not exceeding one year or to 
both. 

Definitions  

Sec. 14 	(1) In this section, 

Associates Of the non-resident  

(a) "associates of the non-resident" means, with reference to.any 
particular day, 

(i) any shareholders associated with the non-resident on 
that day, and 



- 2 

(ii) any persons who would, under subsection (2) of section 
10, be deemed to be shareholders associated with the non-
resident on that day were such persons and the non-
resident themselves shareholders; 

Prescribed day  

(b) "prescribed day" means, 

(i) the 17th.day of October, 1969, in the case of a company 
that would have been a sales finance _company within the 

• meaning of paragraph (d) of subsection (1) of section 10, 
on that day if this Act had then been in force, 

(ii) in the case of a company incorporated on or after the 17th 
day of October, 1969, but before the coming into force of 
this Act, the day it would have become a sales finance 
company within the meaning of paragraph (d) of subsection 

• (1) of section 10, if this Act had been in force on that 
day, 

(iii) in the case of a sales finance company that ceases to be 
such a company after the coming into force of this Act 

• and again becomes a sales finance company, the day on 
which it last became a sales finance company, and 

(iv) in any other case, the day on which the company becomes a 
• sales finance company; and 

• (c) "shares held by or for the non-resident and associates" means, 
with reference to any particular day, the aggregate number of 
shares held on that day in the name or right of or for the use 
or benefit of the non-resident and associates of the non-resident 
and associates of the non-resident on that day. 

Exception for non-resident ownership of company  

(2) Where more'than fifty per cent of the issued and 
outstanding shares of •he , caPital stock of a sales finance company 
to which are attached voting rights exercisable under all circumstances 
are held in the name or right of or for the use or benefit of one 
non-resident at the commencement of the prescribed day, sections 11 

• to 13 do not apply to or in respect of that company; but if at any 
time thereafter there ià no one non-résident in whose name or right 
or for whose use or benefit more than fifty  percent of the.issued 

' and outstanding shares of the capital stock of the company to which 
are attached voting.rights exercisable under all circumstances are 
held, those sections apply from and after that time to'and in respect 

. 	of that company. 

Exception for individual non-resident  

• (3) Where at the commencement of the prescribed day the 
number  of shares of a class of shares of the capital stock of a sales 
'finance company held in the name or right of or for the use or benefit. 
of a non-resident together with the number of shares of such class, if 
any, held at the commencement of that day in the name or right of or 
for the use or benefit of any aSsociates of the non-resident exceed 
ten per cent of the number of shares of such class at that time issued 
and outstanding, the voting rights pertaining to all shares of such 
class held in the name or right of or for the use or benefit  of the 
non-resident may notwithstanding subsection (2) of section 12 be 

• exercised, in person or by proxy, so long as the percentage of shares 
of such class held by or for thé non-resident and associates does 
not exceed either the percentage of shares of such class held by or 
•fôr the non-resident and associates at the commencement of the 
prescribed day of the - smallest percentage of shares of such class 
held by or for the non-resident and associates on any subsequent day; 

• but this subsection shall not be construed to prohibit the exercise 
of voting rights in circumstances where section 12 does not apply. 
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Change of Status of corporate resident  

(4) Where after the coming into  force  of this Act a 
corporation that was at any time a resident becomes a non-resident 
any shares of the capital stock of the sales  finance company acquired 
by the corporation while it was a resident and held by it while it 
is a non-resident shall be deemed, for the purposes of sections 11  
and 12, to be.shares heId by a resident for the use or benefit of a - 
non-resident. 

Transferring beneficial holding  

(5) The directors of a sales finance company may, notwith-
standing section 11, allow in the book or books required by the 
Canada CorporationsAct to be kept by the company, the entry of a 
transfer of any share of the capital stock of the company from a 
resident to a non-resident where it is shown to the directors on 
evidence satisfactory to them that the share was at the commencement 
of the prescribed day held by the resident in the right of or for 
the use or benefit of the non-resident. 

Entry after prescribed day  

(6) If at any time on or after the 17th day of October, 
1969, and before the coming into force of this Act the directors of 
a sales finance company allow, in the book or books required by the 
Canada Corporations Act to be kept by the company, the entry of any 
transfer or allotment of any share of the capital stock of the company 
to a non-resident that they would have been required to refuse or 
prevent under section 11 had this Act come into force on the 17th day 
of October, 1969, no person shall, as proxy or in person, exercise 
the voting rights pertaining to such share so long as the share is 
held in the name or right of or for the use or benefit of any non-
resident. 

Conclusion reached by directors  

(8) In determining for the purposes of sections 10 to 13 
and this section whether a person is a resident or non-resident, by 
whom a corporation is controlled, or any other circumstances relevant 
to the performance of their duties under those sections, the directors 
of a sales finance company may rely upon any statements made in any 
declaration submitted under section 13 or rely upon their own knowledge 
of the circumstances; and the directors are not liable in any action 
for anything done or omitted by them in good faith as a result of any 
conclusions.made by them on the basis of any such statements or 
knowledge. 

Sale of undertaking 

Sec. 15. 	 A sales finance company to or in respect of which• 
sections 11 to 13 apply shall not sell or otherwise dispose absolutely 
of the whole or any substantial part of its undertaking, and the sale 
or disposal is of no effect, unless and until it has been approved by 
the Minister, if, in the opinion of the Minister, it would be likely 
to result directly or indirectly in the acquisition of the whole or 
any substantial part of the undertaking by a non-resident. 

Source: Canada. Laws, Statutes etc., Investment Companies Act,  0.33, 19-20 
Elizabeth 11, 1970-71, Queen's Printer, Ottawa 1971. 
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CANADA CORPORATIONS ACT  

. Definition of constrained share company  

Sec. 41.1 (1) In this section ticonstrained-share companyn 
means a public company that is declared by its letters patent 
or supplementary letters patent to be a-constrained-share 
company. 

Declaration by letters patent  

(2) The letters patent or supplementary letters 
patent of a public company may declare the company to be a 
constrained-share company when the company is one in respect of 
which any class or description of persons may not have a 
significant or controlling interest, directly or indirectly, 
in its shares or any class or classes thereof if 

) the company is to qualify under any other Act of the 
Parliament of Canada or any regulations thereunder 

(i)for any licence or permit to carry on or continue 
its undertaking or any part thereof in Canada, or 

(ii)as a Canadian newspaper or periodical, or,  

(h) apy other company in which the company has a direct or 
indirect interest through the holding of shares in other 
corporations is to qualify 

(i)under any Act of the Parliament of Canada or 
any regulation thereunder for any licence or 
permit to carry on or continue its undertaking 
or any part thereof in Canada, or 

(ii)as a Canadian newspaper or periodical under any 
Act of the Parliament of Canada. 

(3) The letters patent or supplementary letters 
patent of a-public company may declare the company to be a 
•constrained-share company when the company is one that is 
incorporated with the objects of investing in the shares of other 
corporations and it has a significant or controlling interest 
directly or indirectly through the holding of shares in a 
federally incorporated trust, insurance, loan, small loans or 
sales finance company. 

Application for supplementary letters patent  

• (4) An application for supplementary letters patent 
declaring a public company to be a constrained-share company 
shall not be acted upon unless the application is approved by 

• at least three-fourths of the votes cast at a special general 
meeting of the shareholders called for the purpose. 

Special provisions 

• (5) Notwithstanding any other provision of this Act, 
the Special Provisions Applicable to Constrained-share Companies 
set out in the Schedule apply in respect of a constrained-share 
company. 



Disclosure of company's status  

(6) When a company becomes a constrained-share company, 
the company shall thereafter disclose that it is a constraineershare 
company and in what respect it is a constrained-share company in 

(a) any share certificates issued by the company, 

(h) any offer made to the public of its securities and any 
prospectus or document of a similar nature issued by the 
company in respect of its securities, 

(c) any proxy form or proxy information circular sent to the 
shareholders, and 

(d) any financial statements of the company sent to the shareholders. 

Penalty  

(7) Every person who, being a director, officer, employee 
or agent of a constrained-share compeny, knowingly authorizes or 
permits a violation of any provision of section 2, 3 or subsection 7 
(1) Of the Special Provisions Applicable to Constrained-share Companies 
set out in the Schedule is guilty of an offence and liable on summary 
conviction to a fine not exceeding five thousand dollars or to 
imprisonment for a term not exceeding one year or to both. 

(8) Every person who knowingly violates any provision of 
section 5 of the Special Provisions Applicable to Constrained-share 
Companies 'sat out in the Schedule is guilty of an offence and liable 
on summary.conviction to a fine not exceeding five thousand dollars or 
to imprisonment for a term not exceeding one year or to both. 

• 	(9) A company.that contravenes subsection (6) of this 
section is guilty of an offence and liable on summary conviction to a 
fine  not exceeding five thousand dollars. 

"SCHEDULE" 

SPECIAL PROVISIONS APPLICABLE 
TO CCNSTRAINED-SHARE 

COMPANIES 

Definitions  

. 	1. (1) In these provisions, 

Associates  

"associates" means, with reference to any person, 

(a) any shareholders associated with that person., and 

(b) any persons who would, under subsection (3), be deemed to be 
shareholders associated with that person if both he and such 
persons were shareholders; 

Canadian  

"Canadian" means 

(a) a Canadian citizen, 



(b) a partnership of which a majority of the members are Canadian 
citizens and in which interests representing in value more than 
fifty per cent of the total value of the partnership property are 
beneficially owned by Canadian citizens, 

(c) a trust established by a Canadian citizen or a trust in which 
Canadians, as defined in this paragraph have more than fifty per 
cent of the beneficial interest, 

(d) Her Majesty in right of Canada or a province, or 

(e) a body corporate 

(i) that is incorporated under the laws of Canada or a province, 

(ii). of which the chairman or other presiding officer and at 
least a majority of the directors or other similar officers 
are Canadian citieans, and 

(iii) of which, if it is a body corporate having share capital, 
more than fifty per cent of the shares or class of shares to 
which are attached voting rights exercisable under all 
circumstances are held by Canadian citizens or by corporations 
other than corporations controlled directly or indirectly by 
persons who are not Canadians within the meaning of this 
paragraph; 

Constrained-class  

IIconstrained-class" refers to the class or description of persons whose 
significant or controlling interest in the shares or class of shares of 
a corporation would' 

(a) preclude the corporation or any corporation in which it has a 
direct or indirect interest through the holding of shares in 
other corporations, as, the case may be, from qualifying for any 
licence or permit - pursuant to any Act described in subsection 
41.1 (a), or 

(b) preclude, under an Act of the Parliament of Canada, the exercise 
of the voting rights attached tO any shares of a federally-
incorporated trust, insurance loan, small loans or sales finance. 
company held by that corporation, or . any other corporation-in 
which f it holds shares., at a meeting of the shareholders of such 
trust, insurance, loan, small loans or sales finance company; 

but if the "constrained-class" pursuant to that Act are non-residents or 
non-Canadians and the expression is not defined in that Act or any 
regulation thereunder, the expression "non-resident" or "non-Canadian", 
as the case may be, has the meaning ascribed thereto by these 
provisions; 

Corporation  

"corporation"  includes an association, partnership or,other organization; 

Gross prescribed percentage  

ftgross prescribed percentage" means, with reference to the total number 
of voting shares or class of voting shares of a company at any relevant 
time, that percentage of the total number of its voting shares, or class 
of voting shares, set out in its letters patent or supplementary letters 
patent, that is the maximum 'percentage of such shares that may be held 
in the aggregate by or for members of the constrained-class at that 
time; 
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Net prescribed percentage  

"net prescribed percentage" means, with reference . to  the total . 
number of voting shares or class of voting shares of a company at-
any relevant time, that percentage of the total number of its voting 
shares, or class of voting.  shareà, set out in its letters patent or 
supplementary.letters patent, that is the maximum percentage of such 
shares that may  be  held by or for any one member of the constrained-
class at that time; ' 

Non-Canadian  

linon-Canadian" means a corporation, individual or trust that is not 
a Canadian; 

Non-resident  

linon-resident" means 

(a) an individual who is not ordinarily resident in Canada or a 
.Canadian citizen, 

(b) a corporation incorporated, formed.or otherwise organized, 
. elsewhere  .than  in Canada, _ 

(o) a corporation, of which the majority of the directors, or 
persons occupying the position of directors by whatever name 
called, are non-residents as defined in subparagraph (a), 

(d) 'a trust established by a non-resident as defined in this 
paragraph or a trust in which non-residents as so defined have 
more than fifty per cent of the beneficial interest, 

(e) a corporation that is controlled, directly or indirectly, by 
•one or more nonieresidents as defined in this paragraph, or 

(f) the government of a foreign state or political subdivision 
thereof or any agency thereof and Her Majesty, or agent of Her 
Majesty, in any right other than in right of Canada or a 
province; 

Prescribed day  

Itprescribed day" means, in respect of a company that becomes a 
constrained7share company by supplementary letters patent, the day 
that the company becomes a constrained-share company; . 

Register 

"register" means any register or branch register Of tranSfers of 
shares of the capital of the company or any register of shareholders 
of the company, as the case may be; 

Resident  

"resident" means a corporation, individual  or trust that is not a 
non-resident; and 

Voting shares  

"voting shares" means the shares or class of shares of a constrained-
share company to which are attached voting rights exercisable under 
all circumstances and may include, if the letters patent or supplemen, 
tary letters patent by which the company became a constrained-share 
company, so provide, the shares or classes of shares 
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(a) to which are attached any right to vote upon the happening of 
a stated event, 	- • 

(b) that have attached thereto a right to vote upon the happening - 
of a stated event and the right to vote has arisen and continues 
or 

(c) to which are attached a right to convert them into or exchange 
them for voting shares within the meaning of this paragraph. 

Meaning of references to shareholding  

(1) For the purposes of these provisions, 

(a) a shareholder of a constrained-share company is a person who, 
according to the register of the company, is the holder of one 
or more shares of the company and a reference in these provisions 
to the holding of a share by or in the name of a person or any 
description of person is a reference to his being the holder of 
the share according to that register; 

(b) a reference to shares held by or for any person, description of 
person or class of persons refers to the shares held in the name 
or right of, or for the use or benefit of, 

(i) that person or description of person and the associates of 
that person, or 

(ii) that class of persons and the associates of any persons or 
description of persons with the class, 

as the circumstance of the case requires; and 

(c) where a share of the company is held jointly and one or more of 
the joint holders thereof is a member of the constrained-class, 
the share is deemed to be held by a member of the constrained-
class. 

Associated shareholding  

(3) For the purposes of these provisions, a • shareholder is deemed 
to be associated with another shareholder if 

) one ,shareholder.is A corporation of which the other shareholdel4  is 
an officer Or director; 

(b) one shareholder is a partnership of which the other shareholder is 
a partner; 

(c) one shareholder is a corporation that is controlled directly or 
indirectly by the other shareholder; 

(d) both shareholders are corporations and one shareholder is controlled 
•directly or indirectly by the same individual or corporation that 
controlà directly or indirectly the other shareholder;. 

(e) both shareholders are members of a voting trust where the trust 
relates to shares of the company; 

(f) both shareholders are associated within the meaning of paragraphs 
(a) to (e) with the same shareholders; or 

(g) both shareholders are parties to an agreement or arrangement, a 
purpose of which, in the opinion of , the directors of the constrained-
share company, is to require the shareholders to act  •in concert with 
respect to their interests in the company. 
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Association under the Crown 

• • (4) For the purposes-of these provisions, where a shareholder 
of the company is an agent of Her Majesty, in right of Canada or of 
a province, the shareholder shall be deemed to be associated with • 

any other shareholder who is an agent of Her Majesty in the same right 
unless the letters patent or supplementary letters patent by - which 
the company became a constrained-share company otherwise provide. 	. 

De facto control  

(5) For the purposes of these provisions, a corporation is 
controlled by another corporation, individual or trust if it is in 
fact effectively cbntrolled by such other corporation, individual or 
trust either directly or indirectly and either through the holding of ! 
shares of the corporation or any other corporation or through the 
holding of a significant portion of the preferred shares of a 
corporation or of blie outstanding debt of a corporation or individual 
or by any other means whether of a,like or different nature. 

Saving  

•(6) Notwithstanding subsection (3), 

(a) where one shareholder who is not a member of the constrained-
class and who, but for this paragraph, would be deemed to be 
associated with another shareholder, submits to the company a 
declaration stating that none of the shares of the company held 
by him or to be held by him is, or will be, to his knowledge, 
held in the right of, or for the use or benefit of, himself or 
any person with whom, but for this paragraph, he would be deemed 
to be associated, neither shareholder is deemed to be associated 
•with the other so long as the shares of the company from time to 
time held by the shareholder who made the declaration are not 
held contrary to the statements made in the declaration; 

(h) two shareholders that are corporations and at least one of which 
is not a member of the constrained-class shall not te deemed to 
he associated with each other by virtue of paragraph 3 (f) by 
reason only that each shareholder is deemed under paragraph 3 (a) 
to be associated with the'same shareholder; and ! 

(c) if the letters patent or supplementary letters patent by which 
the company became a constrained-share company so provide, where 

• it appears from the register of the company that the total par 
value of shares, or the total number of shares, of the company 
held by a shareholder is not mre than the value or number 
Spédified_in the letters=patentLorsupplementay - letters patent 

• for this purpose, he shall not be deemed to be associated with 
any other shareholder and no other shareholder shall be deemed 
to be associated with him. 

Duty of directors  - •  

2. ,(1) Thé directors of à constrained-share .company shall refuse!to 
.elow.a . transfer of a share of_the oompany to ,be made or recorded in • 

. the régister  oe.  the  donipeny- 

(a) if, when the total number of voting shares-of  the company held 
by or for members of the constrained-class exceeds the gross 
prescribed percentage for the company, the transfer would increase 

• the percentage of such shares held by or for members of the 
• constrained-class; 

(b) if, when the ,total number of voting shares of the company held 
by or for  members of the constrained-class is equal to or less 
than the gross prescribed percentage for the company, the transfer 
would cause the total number -of such shares held by or for members 
of the constrained-class to exceed the gross prescribed 
percentage; 
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(c) if, when the total number of voting shares of the company held 
by or for a member of the constrained-class exceeds the net 
prescribed percentage for the company, the transfer would 
increase the percentage of such shares held by or for such 
member; or 

(d) if, when the total number of voting shares of the company held 
by or for a member of the constrained-class is equal to or less 
than the net prescribed percentage for the company, the transfer 
would cause the total number of such shares held by or for that 
member to exceed the net prescribed percentage. 

Transfer by nominees  

(2) Notwithstanding subsection (1), the directors of a - 
cOnstrained-share-company may allow a transfer of ,any yoting-share 
of the.company to be made or recorded in the register of the company 
where the transfer is to a member of the constrained-class, if it is 
shown to the directors on evidence satisfactory to them that the share - 
was on the prescribed day held'in the right of or for the use or 
benefit of the transferee. 

Subscription for shares  

3. (1) The directors of a constrained-share company shall not accept 
a subscription for a voting share of the company, 

(a) by any member of the constrained-class if, at the time the 
share is subscribed for, the total number of voting shares of 
the company held by or for the member of the constrained-class 
exceeds the net prescribed percentage for the company; and 

(b) except as otherwise provided in subsection (2), in other 
circumstances where if the subscription were a transfer of the 
voting share the directors would be required under section 2 
of these provisions to refuse to allQw the transfer to be made 
or recorded; but in the case of a subscription pursuant to an 
offer of original unsubscribed capital stock, or of any increased 
capital stock of the company, to the shareholders of the company, 
the directors may count as shares issued and outstanding all the 
voting shares included in the offer to its shareholders. 

aception  

(2) Subject to paragraph I (a), where an offer of voting shares 
of the original unsubscribed capital stock, or of any increased capital 
stock, of a constrained-share company is made to its shareholders, 
the directors may accept any subscription. 

(a) if the terms of the offer contain provisions to the effect that 
in the case of a voting share offered to a shareholder who, at 
the time fixed for determining the shareholders to whom the 
offer is made, is not, to the knowledge of the directors, a 
member of the constrained-class, a subscription will not be 
accepted if the voting share is to be recorded in the name of 
a member of the constrained class; 

(b) if the subscription is accompanied by a declaration by the 
subscriber stating that the person in whose name the voting 
share is to be recorded is  nota member of the constrained-class; 
and 

(c) if, on the basis of such declaration, the acceptance of the 
subscription is not contrary to the terms of the offer. 
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Effect of default  

4. Default in complying with section 2 or 3 of these provisions does 
not affect the validity of a transfer of a share of the constrained-
share company that has been made or recorded in the register of the 
company or the validity of the acceptance of a subscription for a 
share of the company. 

Voting rights restricted 

5. (1) Except as otherwise provided by section 7 of these provisions, 
where a person who is not a member of the constrained-class holds 
share's of a constrained-share company in the right of or for the use 
or benefit of a member of the constrained-class, such person shall 
not, in person or by proxy, exercise the voting rights pertaining to 
these shares. 

(2) Except as otherwise provided by section 7 of these provisions, 
if the proportion of the shares of a constrained-share company held 
by or for a member of the constrained-class exceeds the net prescribed 
percentage for the company, no person shall, in person or by proxy, 
exercise the voting rights pertaining to any shares held in the name 
of the - member of the constrained-class. 

Exception 

(5) Where it appears from the register of the company that the 
total par value of shares, or the total number of shares, of the 
company held by a shareholder is not more than the value or number 
specified for the purpose in the letters patent or supplementary letters 
patent by which the company became a constrained-share company, a person 
acting as proxy for the shareholder at a general meeting of the company 
is entitled to assume that the shareholder holds the shares in his 
own right and for his own use and benefit, unless the knowledge of 
the person acting as proxy is to the contrary. 

•No voting Of shares' of "taken-over" shareholder  

(4) Where, after the commencement of the prescribed day of a 
,constrained-share company, a corporation or trust that was - at any 
time not a member of the constrained-class in respect of the shares 
of the company,becomes a member of such constrained-class, the shares 

, of the company acquired by the corporation or trust while it was not 
a member of the conàtrained-class and held by it while it is a member 
of that constrained-class shall not be voted at any  meeting of the 
c ompany . 

•Effect of contravention  
- 

- 	(5) If a provision of this section is contravened at a àeneral 
meeting of the shareholders of a company,  no  proceeding, matter or 
thing at that meeting is void by reason only of such contravention, 
but any suCh proceeding, matter or thing is, at any time within 	. 
twelve months from the day.of commencement of the general meeting 
at which the contravention ocCurred, voidable at the option of the 
directors of the coMpany by a .by-law duly passed by the directors 
and sanctioned.by  two-thirds of the votes cast at a special general 

• Meeting of- the shareholders called for the purpose. 

By-laws  

6. (1) The directors of a constrained-share company may make such 
by-laws as they deem necessary to carry out the intent of these 
provisions and in particular, but without restricting the generality 
of the foregoing, the directors may make by-laws 
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. (a) requiring any person in whose name a share of the company is 
held to submit a declaration 

(i) with respect to his direct or indirect ownership of any 
shares of the company, 

(ii) whether the shareholder and any person in whose right 
or for whose use or benefit the share is held are 
residents, 

(iii) whether the shareholder is associated with any other 
shareholder; 

(iv) whether he is a Canadian citizen, 

(v) if the shareholder is a corporation or trust,'information 
establishing that the shareholder is a resident; and 

(vi) with respect to such other matters as the directors may 
deem relevant for the purposes of these provisions; 

(h) requiring any person desiring to have a transfer of a share to 
him made or recorded in the register of the company or desiring 
to subscribe for a share of the company to submit such declara-
tion as may be required pursuant to this section in the case of 
a shareholder; and 

(c) providing for the determination of the circumstances in which 
any declarations shall be required, their form and the times 
at which they are to be submitted. 

Where declaration pending  

(2) Where pursuant to any by-law made under subsection (1) any 
declaration is required to be submitted by any shareholder'or persOn 
in respect of the  transfer of or subscription for any share, the 
directors may refuse to allow such transfer to be made or recorded 
in the register of the company or to accept such subscription until 
a declaration satisfactory to the directors has been submitted to 
them. 

Reliance upon information  

(3) In determining for the purposes of these statutory 
provisions whether a personis or is not a resident or a Canadian, 
whether an individual is a Canadian citizen, whether a corporation 
is directly or indirectly controlled by persons who are not 
residents or any other circumstances relevant to the performance of 
the duties of the directors under these provisions, the company 
and any director, officer, employee or agent of the company may rely 
upon any statements made in any declaration submitted under these 
provisions or rely upon the knowledge of any of the directors of 
such circumstances; and the company, directors, officers, employees 
or agents are not liable in any action for anything done or omitted 
by them in good faith as a result of any conclusions made by them 

• on the basis of any such statements or knowledge. 

Computing non-resident holdings  

(4) Where, for any of the purposes of these provisions, the 
directors require to establish the total number of voting shares of 
the company held by non-residents, the directors may calculate the 
total number of such shares held by non-residents to be the total of 

(a) - the number of voting shares held by all shareholders whose 
recorded addresses are places outside .Canada; and 

(b) the number of voting shares held by all shareholders whose 
recorded addresses are places within Canada but who, to the 
knowledge of the directors, are non-residents; 
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and such calculation may be made as of a date not earlier than 
the prescribed day or four  months before the day on which the 
calculation is made, whichever is the later date. 

Limiting transfers to non-residents  

(5) Where by any calculation made under subsection 
(4) the total number of voting shares held by non-residents is 
equal to or less than the gross prescribed percentage for the 
company,  •the number of voting shares, the transfer of which by 
residents to non-residents the directors may allow to be made or 
recorded in the register of the company, shall be so limited as 
not to increase the total number of voting shares held by non-
residents to more than the gross prescribed percentage. 

Exception for small holdings  

(6) Notwithstanding section 2 of these provisions, 
where in the case of a transfer of any shares of the company to 
a transferee it appears that 

(a) the total par value of voting shares, or the total number 
of voting shares, of the company held by the transferee as 
,shown by the register of the company at a date not more than 
four months earlier is not more than the value or number 
specified for the purpose in the letters patent or 
supplementary letters patent by which the company became 
a constrained-share company, and 

(b) the total par value of voting shares, or total number of 
votingshares, of the company included in the transfer and 
any voting shares acquired by the transferee after the date 
mentioned in paragraph (a) and still held by him_as shown 
by the register of the company is not more than the value 
or nimber specified for the purpose in the letters .patent or 
supplementary letters patent by which the company.became a 
constrained-share company, 

the directors are entitled to assume that the transferee is not 
and will not be associated with any member of the constrained-
class and, unless the knowledge of the directors is to the 
contrary, that he is not a member of the constrained-class. 

Constrained ownership of shares  

7. 	(1) Notwithstanding section 2 or 3 of these provisions, 
where it is necessary for a constrained-share company to reduce 
the total pereentage of its votirg shares or of any class of its 

• 	 voting shares, held by or for members of the constrained-class• 

after the prescribed day for either of the purposes described in 
subsection 41.1 (2), if at the commencement of the prescribed day 
the number of voting shares of the constrained-share company 
exceeded the prescribed percentage for the company, the directors, 
so long as the total number of voting shares held by or for all 
members of the constrained-class exceeds the gross prescribed 
percentage, 

(a) shall refuse to allow a transfer  of .a  voting share of the 
company to a member of the constrained-class to be made or 
recorded in the register of the company; and 

(b) shall not accept a subscription for a voting share of the 
company by a member of the constrained-class. 
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Exception for individual holdings  

(2) Where at the commencement of the prescribed day  thè 
number of voting shares of the company held by or for a member of. 
the constrained-class exceeded the net prescribed percentage for the 
company, the voting rights pertaining to the shares held by or for 
that member may, notwithstanding section 5 of these provisions, be 
exercised, in person or by proxy, so long as the percentage of such 
shares held by or for such member does not exceed either the 
percentage of such shares held by or for hih at the commencement of 
the prescribed day or the smallest percentage -  of such Shares held by 
or for him on any subsequent day; but this subsection shall not be 
construed to - prohibit the exercise bf voting•rights in circumstances 

• 	where section 5  of  these provisionsldoes not apply." 

Source: ."Canada Corporations Act", Revised Statutes.of Canada, 1970,  1st 
Supplement, Chapter 10, Queen's Printer,  Ottawa,  1970. 

NOTE: - See also page 38A, which was inserted through Amendment Number 3. 
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CANADA CORPORATIONS ACT  (continued) 

PART IV 

COMPANIES CLAUSES 

Interpretation 

Definitions 

Sec. 160. 	In this Part, and in any Act incorporating a 
company to which this Part applies and with which this Part is in-
corporated as hereinafter provided, and also in all Acts amending 
such Act, 

"company" 

"the company" or "a company" means a company 
incorporated under the Special Act; 

"Special Act"  

"Special Act" means any Act incorporating a 
company to which this Part applies, and with which this Part is so 
incorporated, and includes all Acts amending such Act; 

Companies subject to this Part  

Sec. 162. (1) Except as aforesaid, this Part applies to every 
joint stock company incorporated subsequently to the 22nd day of 
June 1869, by any Special Act of the Parliament of Canada for any 
of the purposes or objects to which the legislative authority of 
the Parliament of Canada eXtends;*  and, so far as applicable to 
the undertaking and not expressly varied or excepted by the Special 
Act, this Part is incorporated with the Special Act and forms 
part thereof and shall be construed therewith as forming one Act. 

Exception by charter 

(2) Any of the provisions of this Part may be excepted 
from incorporation with the Special Act, for which purpose, it is 
sufficient to provide in the Special Act that the sections or sub-
sections of this Part that is proposed so to except, referring to 
them by the numbers they bear, shall not be incorporated with the 
Special Act, and the Special Act shall be construed accordingly. 
R.S., c. 53. 150. 

Provisional directors  

' Sec. 	166. 	The persons named as such, in the Special Act, shall _ 
be the first or provisional directors of the company, and shall re-
main in office until replaced by directors duly elected in their 
stead. R.S., c. 53, s. 154. 

Qualification of subsequent directors  

Sec. 167. 	No person shall be elected as a director unless he 
is a shareholder owning shares absolutely in his own right, and not 
in arrear in respect of any call thereon; and the majority of the 
directors of the company so chosen shall, at all times, be persons 
resident in Canada, and subjects of Her Majesty, by birth or natura-
lization.  R.. c.  53, s. 155. 

Source: "Canada Corporations Act" Revised Statutes of Canada 1970,  Chapter C-32, 

Queen's Printer, Ottawa, 1970. 

Amendinent Number 3 
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CANADA MINING REGULATIONS  

Sec. 2,(1) These regulations apply to 	. 

(a) lands in the NorthWest Territories that are vested in the 
- Crown or of which the government of Canada has the. power 

to dispose- , and 

(h) public lands as defined in the Public Lands Grants Act  that 
are not within any province and for the sale, lease or other 
disposition of which there is no other provision in the law. 

Leasing  

Sec. 45 (5) A lease shall not be granted under this section 

(a) to a person unless the Minister is satisfied that he is a 
Canadian citizen over eighteen years of age and that he will 
be the beneficial owner of the interest to be granted; 

(b) to a corporation incorporated outside of Canada; or 

(c) to a corporation, unless the Minister is Satisfied 
• 

(i) that at least fifty per cent of the issued shares of 
the corporation are beneficially owned by 

(A)persons who are Canadian citizens,. 

(B) corporations that meet the qualifications set out 
in subparagraph (ii), or 

(C) both such persons and corporations, 

..(ii) that the shares of the corporation are listed on a 
•recognized Canadian stock exchange and that Canadians-

.' will have an  opportunity of participating  in the financing 
. and ownership of the corporation, or 

(iii) that the shares of the corporation are wholly owned by 
a corporation that meets the qualifications outlined in 
subparagraphs (0 or (ii) of this paragraph. 

(6) No lease shall be issued, granted, renewed, assigned 
or transferred to any person who has not qualified under this 
section to be granted a lease. 

Transfer of a mineral claim held under a lease  

Sec. 58 (2) A lease may only be transferred to a person qualified 
under section 45 to be a holder of a lease. 

Source: ."Territorial Lands Act,-Public Lands Grants Act, Canada Mining 
Regulations". The Canada Gazette, Part II,  Vol. 95, No. 6, SOR/61-86, 
P.C. 1961-325, p. 303-353. Queen's Printer, Ottawa, 1961. 

"Territorial Lands Act,  Public  Lands Grants Act". The Canada Gazette,  
Part II, Vol. 96, No. 14, SOR/62-249, P.C. 1964-968, p. 734-746, 
Queen's.Printer, Ottawa, 1962. 

"Territorial lands Act". The Canada Gazette, Part II,.Vol. 100, 
No. 4, sop/66-8o, P.C. 1966-214,  p. 223, Queen's Printer, Ottawa,- 
1966. 
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Exploratory Licences  

Sec. 24. . (1) Any individual who is twenty-one years Of age or over 
may submit an application for a licence. 

- 	(2) Any corporation that is registered with the Registrar 
of Companies pursuant to the Companies Ordinance of the Northwest 
Territories may submit an application for a licence with'respect to 
Canada lands within the Northwest Territories. 

(3) Any corporation that is entitled to carry on business 
in any province may submit an application for a licence with respect 
to Canada lands outside the Northwest Territories. 

(4) Every person who Submits an application for a licence 
shall forward his application to the Chief or Oil Conservation Engineer, 
together with the fee set out therefor in Schedule A. 

• 
Sec. 25. 	(1) Upon receipt of an application referred to in 
section 24, the Chief or the Oil Conversation Engineer may issue a 
licence to the applicant. 

(2) Every licence issued under subsection (1) expires on 
the thirty-first day of March next following the date on which it 
Was issued. 

(3) No person shall assign or transfer a licence and any 
purported assignment or transfer of a licence is void. 

Permit  

Sec. 33. 	(2) Notwithstanding subsection (1), where in the opinion 
of the Minister the public interest requires, a permit may be issued 
for part of a ,rid area àr part of one half of a grid area, with 
•respect to Canada lands other than Canada lands located in that part 
of Canada described in Schedule F. 

• (3).  Any individual who is twenty-one years of age or 
over may submit 

(a) an application for a permit pursuant to section 30; or 

.(b) a tender for the purchase of a permit pursuant to section 32. 

(4) Any corporation that is registered with the Registrar 
of Companies pursuant to the Companies Ordinance of the Northwest 
Territories may, with respect to Canada lands within the Northwest 
Territories, submit 

(a) an application for a permit pursuant to section 30; or 

(b) 'a tender for the purchase of a permit pursuant to section 32. 

(5) Any ,  corporation that is entitled to carry on business 
in any'province may, with respect to Canada lands outside the 
Northwest Territories, submit 

(a) an application for a permit pursuant to section 30; or 

(h) a tender for the purchase of a permit pursuant to section 32. 

Sec.'55 	(1) Upon application to the Minister, a permittee shall 
be granted an oil and gas lease. 	 • 

. (2) An oil and gas leaàe shall not be granted under this 
section 
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(a) to a person unless the Minister is satisfied that he is a 
Canadian citizen over twenty-one years of age, and that he will 
be the beneficial owner of the interest to be granted; 

(b) to a corporation incorporated outside of Canada; or 

(c) to a corporation unless the Minister is satisfied 

•(i) that at least fifty per cent of the issued shares of 
the corporation is beneficially owned by persons who are 
Canadian citizens, or 

(ii) that the shares of the corporation are listed on a 
• recognized Canadian stock exchange and that Canadians 

will have an opportunity of participating in the 
financing and ownership of the corporation, or 

(iii) that the shares of the corporation are wholly owned by 
a corporation that meets the qualifications outlined 
in sub-paragraph (i) or. (ii) of this paragraph. 

Transfer of Permit or Lease  

Sec. 73. 	(1) No oil and gas lease shall be transferred to 

(a) a person to whom 
prohibited under 

(b) to a corporation 
that persons who 
of participating 

the granting of an oil and gas lease is 
subsection (a) of section 55; or 

unless the corporation satisfies the Minister 
are Canadian citizens will have an opportunity 
in the beneficial ownership of the corporation. 

Source: 	"Territorial Lands Act, Public Lands Grants Act, Canada Oil and 
Gas Land Regulations, Canada Oil and Gas Drilling and Production 
Regulations", The Canada Gazette, Part II, Vol. 951 No. 12, 
SCR/61- 253, P.C. 1961-797, p.-805-864, Queen's Printer, Ottawa 

• 1961. 

"Territorial Lands Act,Public Lands Grants Act, Canada 011 and Gas 
Land Regulations, Canada Oil and Gas Drilling and Production 
Regulations" The Canada Gazette, Part II, Vol. 103, No. 16, 
SOR/69-415, P.C. 1969-1584, p. 1165-1166, Queen's Printer, Ottawa, 
1969. 	• 

NOTE: 	The Territorial Lands Act  refers to lands in the Northwest Terri- 
tories or in the Yukon Territory that are vested in the crown or 
of which the - Government of Canada has power.to  dispose. (R.S.C. 
1952, chap. 263, sect. 2(g). 	The Public Lands Grants Act  refers 
to  lands  belonging to Her Majesty in right of Canada and includes 
lands of which the Government of Canada has power to  dispose 

 (R.S.C. 1952, •chap. 224, sect. 2(c), as amended by S.C. 1967/68 
chap. 32, sect. 9). 
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• 

. NORTHERN MINERAL:EXPLORATION ASSISTANCE REGULATIONS  

. 	. 

Grants for Exploratory .  Work in Northern Canada  

• Sec. 3 	(1) Upon the application therefor to the Minister by 
one or more persons described in subsection (2) who intend to do 
exploratory work on holdings in Northern Canada, the Minister may, 
subject to these Regulations, authorize the payment to such person 
or persons of a grant in respect of the program expenditure for that 

• - exploratory work. 

(2) The persons referred to in subsection (1) are 

(a) any individual who satisfies the Minister that he is 

(i) a Canadian citizen not less than 21 years of age, and 

(ii) entitled by reason of beneficial ownership or lease or 
option agreement to enter on the holdings in respect 
of which the application is made and conduct thereon 
a program of exploratory work; 

(b) any corporation incorporated in Canada, other than a corporation 
described in paragraph (a) or (b) of subsection (3b) of section 
83A of the Income Tax Act, that is either 

(i) a private corporation whose issued and outstanding shares 
are beneficially owned 

(A) by Canadian citizens 

(B) by one or more corporations described in subparagraph 
(ii), or 

(0) partly by Canadian citizens and partly by one or more 
public corporations described in subparagraph (ii), 

•in à number that causes the total votes of-the shares so 
owned to be not less than:50% of , the total vôtes 
could, •nder,•the voting : rights attadhed•to all the shares 
of the private.corporation.issued and outstanding 1 1)e voted 
by.thelholdérs.thereof, 

(ii) a public corporation whose common shares are listed on a 
Canadian stock exchange or are offered for sale in Canada 
to the public through a Canadian securities dealer, or 

(iii) a corporation whose issued and outstanding shares are 
beneficially owned by one or more public corporations 
incorporated in Canada (whose shares are listed on a 
Canadian stock exchange or are offered for sale in Canada 
to the public through a Canadian securities dealer) in 
a number that causes the total votes of the shares so 
owned to be not less •than 50% of the total votes that 
could, under the voting rights attached to all the shares 
of the corporation issued and outstanding, be voted by the 
holders thereof; and 

(c) any corporation inCorporated in Canada and described in paragraph 
(a) or (b) of subsection (3b) of section 83A of the Income Tax 
Act 

(i) that satisfies the Minister that, until the program of 
exploratory work in respect of which the application is 
made has been completed or discontinued, substantially 
all of its expenditures for exploratory work will, unless 

• the Minister otherwise agrees, be made for exploratory 
work in Northern Canada, 
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(ii) whose • issued and outstanding shares are not beneficially 
owned by one or more other corporations described in the 
said paragraph (a) or (b) of subsection (3b) of section 
83A of the Income Tax Act in any number that would cause 
the total votes of the shares so owned to be in excess of 
15% of the total votes that could, under the voting rights 
attached to all the shares of the corporation issued and 
outstanding, be voted by the holders thereof, and 

(iii) that is a corporation described in subparagraph (i), (ii 
or (iii) of paragraph (b). 

-Source: "Appropriation Acts". The Canada Gazette, Part II,  Vol. 100, No. 17, 
soR/66-404, P.C. 1966-1641, p. 1241-1251, Queen's Printer, Ottawa, 1966. 

"Appropriation Act No. 9,  1966“. The Canada Gazette, Part II,  Vol.101, 
No. 23, SOR/67-584, P.C. 1967-2223, p. 1816-1819, Queen's Printer, 
Ottawa, 1967. 

NOTE: 	Northern Canada means 

"All that part of Canada north of a line following the 
sixteenth parallel north latitude from the boundary of Alaska to 
Hudson Bay, thence along the low Water mark of Hudson Bay to Cape 
Fullerton, thence to Cape Kendall on Southampton  Islandi thence 
along the south shore of Southampton Island to Seahorse  Point,  thence 
to Lloyd Point on Foxe Peninsula, thence along the low water mark 
6f the southern part of  Baffin Island to the southeastern tip of 
Baffin Island (including the adjacent islands), thence to the 
Savage Islands, thence to the northwest corner of Resolution Island, 
thence .along the low water mark of the southern shore of Resolution 
Island to its southernmost point, and thence along parallel 67,18' 
north latitude  to  the easternmost boundary of Canada." 
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AN ACT TO AMEND THE INCOME TAX ACT  

(NOTE: At date of writing, 'Royal Assent had been given to this 
Act, but it had not been proclaimed.) 	, 

Limitation ré  deduction of interest by certain corporations  

Sec. 18. 	(4) Notwithstanding any other provision of this  Act,  
in computing the income for a taxation year of a corporation 
resident in Canada froM a business or property, no deduction 	' 
shall be made in respect of that proportion of any amount other-
wise deductible In computing its income for the year in respect 
of interest paid or payable by it on outstanding debts to specified 
non-residents that 

(a) the amount, if any, by which 

(i) the greatest amount that the corporation's outstanding 
debts to specified non-residents was at any time in 
the year, 

exceeds 

(ii) 3 times the aggregate of 

(A) the corporation's paid-up capital limit (within 
the meaning of subsection 89(1))at the commencement 
of the year, 

(B) the amount that the corporation's designated surplus 
would be immediately after the commencement of the 
year, if control of the corporation (within the 
meaning of Part VII) had been acquired by another 
corporation at that time, 

(C) the corporation's tax-paid undistributed surplus on 
hand at the commencement of the year, 

(D) the corporation's 1971 capital surplus on hand at 
the commencement of the year, and 

(E) the corporation's capital dividend account (within 
the meaning of subsection 89(1))immediate1Y. after 
the commencement of the year, 

is of 

(b) the amount determined under subparagraph (a)(1) in respect of 
the corporation for the year. 

Meaning of certain expressions in subsection (4)  

(5) In subsection (4), noutstanding debts to specified non-
residentsfl of a corporation at any particular time in a taxation year 
means the aggregate of amounts each of which is an amount outstanding 
at that time as or on account of a debt or other obligation to pay an 
amount, 

(a) that was payable by the corporation to a person who was, at any 
time in the year, 

(i) a shareholder of the corporation who, either alone or 
• together With persons with whom the shareholder was not 
• dealing at arm's length, owned 25% or more of the issued 

shares of any class of the corporation and who was 

(A) a person not resident in Canada, or 

(B) a non-resident-owned investment corporation, or 
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(ii) a person described in clause (i)(A) or (B) who was not 
dealing ,at arm's length with a shareholder described in 
subparagraph (i), and - 

(b) on which any amount in respect of interest paid or payable by 
the corporation is or would be, but for subsection (4),'deductible 
in computing the corporation's income for the year. 

- 	 • 	 .  

Non-resident-owned investment  corporation.  

Sec. 133. • (8): ' 

(d) "non-resident-owned investment corporation!! means a corporation 
incorporated in Canada that, throughout the whole of the period 
commencing on the later of Arne 18, 1971 and the day on which 
it . was incorporated and ending on the Last day of the taxation 
year in respect of which the expression is being applied, complied 
with the following conditions: 

(i) all of its issued shares and all of its bonds, debentures 
and other funded indebtedness were 

(A) beneficially owned by non-resident persens (other than 
any foreign affiliate of a taxpayer resident in Canada). 

(B) owned by trustees for the benefit of non-resident persons 
or their unborn issue, or 

(C) owned by a non-resident-owned investment corporation, all 
of the issued shares of which and all of the bonds, debentures 
and other funded indebtedness of which were beneficially 
owned by non-resident persons or owned by trustees for 
the benefit of non-resident persons or their unborn issue, 
or by two or more such corporations; 

its income for each taxation year ending in the period was 
derived from 

(A.) ownership of or trading or dealing in bonds, shares, 
debentures, mortgages, hypothecs, bills, notes, or other 
similar property or any interest therein, 

(B) lending money with or without security, 

(C) rents, hire of chattels, charterparty fees or remunerations, 
annuities, royalties, interest or dtvidends. 

(D) estates or trusts, or 

(E) disposition of capital property; • 

(iii) not more than 10% of its gross revenue for each taxation year 
ending in the period was derived from rents, hire of chattels, 
charterparty fees or charterparty remunerations; 

(iv) its principal business in each taxation year ending in the 
period was not 

(A) the making of loans, or 

(B) trading or dealing in bonds, shares, debentures, mortgages, 
hypothecs, bills, notes or other similar property or any • • 
interest therein; 

it has,'notlater than 90 days after the commencement of 
its.first taxation year commencing after 1971 elected  in 

 prescribed manner to be taxed under this section; and 

(v ) 
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(vi) it has not, before the end of the last taxation year 
in the period, revoked in prescribed manner the election 
so made by it; 

except that in no case shall a new corporation (within the meaning 
assigned by section 87) formed as a result of an amalgamation after 
June 18, 1971 of two or more predecessor corporations be regarded as 
a non-resident-owned investmee corporation unless each oi the pre-
decessor corporations‘was, immediately before the amalgamation, a•
non-resident-ewned"itVestment corporation; and 

N.R.O. deemed not to be Canadian or private corporation  

Sec. 134. 	Notwithstanding any other provision of this Act, a non- 
resident-owned investment corporation that would, but for this section, 
be a Canadian corporation or private corporation shall be dèemed not 
to be a Canadian corporation or private corporation, as the case  may 
be, except for the purposes of subsection 83(1) and sections 87 and 
219. 

Person 

Sec. 248. (1) In this Act, upersonll, or any word or expression 
descriptive of a person, includes any body corporate and politic, 
and the heirs, executors, administrators or other legal representatives 
of such person, according to the law of that part of Canada to which 
the context extends; 

Non-resident  

'Won-resident!' means not resident in Canada; 

Limitations re advertising expense  

Sec. 19. 	(1) In computing income, no deduction shall be made in 
respect of an otherwise deductible outlay or expense of a taxpayer 
for advertising space in an issue of a non-Canadian newspaper or 
periodical dated after December 31, 1965 for an advertisement directed 
primarily to a market in Canada. 

(2) An issue'or edition of an issue of any newspaper or 
periodical that is edited in whole or in part in Canada and printed 
and published in Canada and that was not on April 26, 1965 a Canadian 
newspaper or periodical shall be deemed, for the purposes of subsection 
(1), not to be an issue of a non-Canadian newspaper or periodical if 

(a) throughout the period of 12 months ending April 26, 1965 issues 
or editions of issues of that publication were being edited in 
whole or in part in Canada and printed and published in Canada 
at the usual intervals for issues of that publication and have 
since that date continued to be so edited, printed and published 
without interruption except for a reason other than the cessation 
of the business of publishing that publication; and 

(h) in the case of a periodical, the periodical is similar, in content 
• and in respect of the class of readers to which it is directed, 

to the issues or editions of that periodical that were throughout 
the period of 12 months ending April 26, 1965 being edited in 
whole or in part in Canada and printed and published in Canada. 

• (3) Subsection (1) does not apply with respect to an 
advertisement in a special issue or edition of a newspaper that is•
edited in whole or in part and printed and published outside Canada 
if such special issue or edition is devoted to features or news related 
primarily to Canada and the publishers thereof publish such an issue 
or edition not more frequently than twice a year. 
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(4) Subsection (1) does not apply with respect to an 
advertisement in 

(a) a catalogue, or 

(h) any publication the principal function of which is the - 
encouragement, promotion or development of -the fine arts, letters, 
scholarship or religion. 

Definitions  

(5) In this section, 

Canadian issue  

(a) uCanadian issue!' means, 

(i) in relation to a newspaper, an issue, including a special 
issue, 

(A) the type of which, other than  •the type for advertisements, 
or features, is set in Canada, 

(B) the whole of which, exclusive of any comics supplement, 
is printed in Canada, 

(C) that is edited in Canada by individuals resident in Canada, 
and 

(D) that is published in Canada, and 

(ii) in relation to a periodical, an issue, including a special 
issue, 

(A) the type of which, other than the type for advertisements, 
is set in Canada, 

(B) that is printed in Canada, 

(C) that is edited in Canada by individuals resident in 
Canada, and 

(D) that is published in Canada, 

but does not include an issue of .a  periodical 

(E) that is produced or published under a licence granted by 
a person who produces or publishes issues of a periodical 
that are printed, edited or published outside Canada, 
or 

(F) the contents of which, excluding advertisements, are 
substantially the same as the contents of an issue of a 
periodical, or the contents of one or more issues of one 
or more periodicals, that was or were printed, edited or 
published outside Canada. 

Canadian newspaper or periodical  

• 	(b) Manadian-newspaper or periodicalu means a newspaper or periodical 
- the exclusive right to produce and publish issues of which is held 
by one or more of the following: 

(i) a Canadian citizen, 

(ii) a partnership of which at least 3/4* of the members are 
*Canadian citizens and in which interests representing in 
value at least 3/4 of the total  value of the partnership 
property are beneficially*owned by Canadian citizens, 
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(iii) an association or society of which at least * of the 
members are Canadian citizens, 

(iv) Her Majesty in right of Canada or a province, or a 
municipality in Canada, or 

(v) a corporation 

(A) that is incorporated under the laws of Canada or a 
province, 

(B) of which the chairman or other presiding officer and 
at least * of the directors or other similar officers 
are Canadian citizens, and 

(C) of which, if it is a corporation having share capital 
at least * of the shares having full voting rights under 
all circumstances, and shares representing in the 
aggregate at least * of the paid-up capital, are benefici-
ally owned by Canadian citizens or by corporations other 
than corporations controlled directly or indirectly by 
citizens or subjects of a country other than Canada; 

Issue of a non-Canadian newspaper or periodical  

(c)  "issue of a non-Canadian newspaper or periodical" means an issue 
that is not a Canadian issue of a Canadian newspaper or periodical. 

Inadequate considerations  

Sec. 69. 	(2) Where a taxpayer carrying on business in Canada 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 reasonable amount shall, for the purpose of computing the taxpayer's 
income from the business, be deemed to have been the amount that was 
paid or is payable therefor. 

(3) Where a non-resident person had paid or agreed to pay, 
to a taxpayer carrying on business in Canada 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 less 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 reasonable amount shall, for the purpose of computing the 
taxpayer's income from the business, be deemed to have been the amount that 
was paid or is payable therefor. 

Small Business Deduction  

Sec. 125. (1) There may be deducted from the tax otherwise payable 
under this Part for a taxation year by a corporation that was, 
throughout the year, a Canadian-controlled private corporation, an 
amount equal to 25¼ of the least of 

(a) the amount, if any, by which 

(i) the aggregate of all amounts each of which is the income 
of the corporation for the year from an active business 
carried on in Canada, 
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exceeds 

(ii) the aggregate of all amounts each of which is a loss 
of the corporation for the year from an active business 
carried on in Canada, 

(b) the amount, If any, by which the corporation's taxable income 
for the year exceeds the aggregate of 

(i) 10/4 of the aggregate of amounts deducted under subsection 
126(1) from the tax for the year otherwise payable by it 
under this Part, and 

(ii). 2 times the aggregate of amounts deducted under sub-
section 126(2) from the tax for the year otherwise payable 
by it under this Part, 

(c) the corporation's business limit fôr the year, and 

(d) the amount, if any, by which the corporation's total business 
limit for the year exceeds its cumulative deduction account at 
the end of the immediately preceding taxation year, 

except that in applying this section for a taxation year after the 
1972 taxation year, the reference in this subsection to u25% shall be 
read as a reference to !24%u for the 1973 taxation year, u23Vfor 
the 1974 taxation year, u227.” for the 1975 taxation year, and ”21 7eu 
for the 1976 and subsequent taxation years. 

Amount of business limit and total business limit  

_ 	(2) For the purposes of this section, 

(a) a corporation's ubusiness limitu for a taxation year is $50,000, 
and 

(b) its utotal business limitu for a taxation year is $400,000, 

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 business limit 
for the year is nil and its total business limit for the year is nil. 

Associated corporations  

• (3) Notwithstanding subsection (2), if 

(a) all of the Canadian-controlled private corporations of a group 
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 this section, 

(i) they allocate an amount to one or more of them for the 
taxation year and the amount so allocated, as the case 
may be, is $50,000, and 

(ii) they allocate an amount to one or more of them for the 
taxation year and the amoùnt so allocated or the aggregate.  

' 

	

	 of the amounts So allocated, as the case may be, is 
$400,000, and 

(b) the amount so allocated under subparagraph (a)(ii) to each such » 
corporation for the taxation year is not less than that corporation's 
cumulative deduction account at the end of the immediately preceding 

• taxation year, 
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the business limit for the year of each of the corporations is the 
amount so allocated to it under subparagraph (a)(i) and the total 
business limit for the year of each of the corporations is the amount 
so allocated to it under subparagraph (b)(ii). 

•Failure to file agreement  

(4) If any of the Canadian-controlled private corporations 
of a group that are associated with each other in a taxation year has 
failed to file with the Minister an agreement as contemplated by 
subsection (3) within 30 days after notice in writing by the 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 purpose of this section, 

(a) allocate an amountto one or more of them for the taxation year, 
which amount or the aggregate . of which amounts, as the case may 
be, shall equal $50,000, and 

(h) • allocate an amount to one or more of them for the taxation year, 
which amount or the aggregate of which amounts, as the case may 
be, shall equal $400,000, 

and in any:such case, hOtWithstanding Subsection (2); the 
baiheSe lietit'fOr theyéar of : each of'ëhe'dàrporatiOns is 
the'amount'soalidc'ated'eonder paragraph (a) and the 
total business limit for the year of each of the corperations 
is the amount so allocated to it under paragraph (b). 

Where two taxation years ending in aame year  

(5) Where a Canadian-controlled private corporation has 2 
taxation years ending in the same calendar year (otherwise than by 
reason of a change made in the usual and accepted fiscal period of the 
corporation) and is associated in each of those taxation years with 
another Canadian-controlled private corporation that has only one 
taxation year ending in the calendar year, notwithstanding anything in 
this section, the business limit of the first-mentioned corporation under 
this Part for the second taxation year ending in the calendar year is 
nil. 

Definitions  

• (6) In this section, 

Canadian-controlled erivate corporation  

,(a) "Canadian-controlled private corporation" means a private 
corporation that is a Canadian corporation other than a 
corporation controlled, directly or indirectly in any manner 

• whatever, by one or more non-resident persons, by one or more 
• public corporations or by any combination thereof; and 

Cumulative deduction account  

(h) "cumulative deduction account" of a corporation at the end of any 
• taxation year,means the amount, if any, by which the aggregate of 

(i) the corporation's taxable incomes for taxation years 
• commencing after 1971 and ending not later than the end 

of the particular year, or 

(ii) 4/3 of the amounts deductible under section 112 or sub-
section 113 (1) from the corporation's incomes for those 

• years 	 • 

exceeds the aggregate of 

(iii) 4/3 of the taxable dividends paid by the Corporation in 
• those years, and 	 • 
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(iv) 4 times the amount, if any, by which the corporation's 
refundable dividend tax on hand (within  the meaning 
assigned by subsection 129(3))at the end of the particular 
year exceeds its dividend refund (within the meaning 
assigned by subsection 129(1)) for the particular year. 

Tax when corporation becomes a non-Canadian controlled private corporation  
1 

Sec. 190. 	Where at any time in a taxation year and aftar 1971 
a corporation that was, at a previous time, a Canadian-controlled 
private corporation becomes a private corporation other than a 
Canadian-controlled private corporation, a tax of 25% is payable by 
the corporation under this Part for the year on the amount, if any, 
by which 

(a) its preferred-rate amount (within the meaning assigned by 
subsection 189(4) at that time, 

exceeds 

(b) 4 times the amount, if any, by which the aggregate of amounts 
of tax under Part V payable by the corporation for previous 
taxation years exceeds the aggregate of amounts of tax under 
that Part refundable to the corporation for previous taxation 
years. 

Payment of tax by_ instalments  

Sec. 191. (1) Every corporation by which any tax under this Part 
is payable for a taxation year shall, 

(a) on or before the day on or before which it is required to file 
its return of income undeF Part 1 for the year,. 

(i) file a return for the year under this Part in prescribed 
form, and 

(ii) pay to the Receiver General of Canada 1/5 of the tax 
under this Part payable by 'it - for the year; and 

(b) on or before the day on or before which it is required to file 
its return of income under Part 1 for each of the 4 immediately 
following taxation years, pay to the Receiver General of Canada 
1/5 of the tax under this Part payable by it for the year. 

Interest 

• (2) Where a corporation by which any tax under this Part is 
payable for a taxation year has failed to pay all or any part of any 

• instalments thereof on - the day on or before which it was required to 
pay that instalment, it shall, on payment of the amount in default, 
pay interest at a prescribed rate per annum from the day on or before' 
which it was required to make the payment to the day of payment. 

Provisions applicable to Part  

(3) Sections 151, 152 and 162 to 167, and Division J of 
a 	 Part 1 are applicable mutatis mutandis  to this Part. 

Tax on dividends from Canada of non-résidents  

Sec. 212. (2) Every non-resident person shall pay an incohle tax of 
•25% on every amount that a corporation resident in Canada pays or 
credits, or is deemed by . Part  1 to,pay or credit, to him as, on account 
or in lieu of payment of, or in satisfaction of a taxable dividend 
(other than a capital gains dividend within the meaning assigned by 
subsection 131(1) or 137 (7.1)) or a capital dividend. 
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Where degree of Canadian ownership  

(3) Notwithstanding subsection (2), where the corporation 
referred to in that subsection has a degree of Canadian ownership in 
the taxation year of the corporation during which the dividend is 
so paid or credited to the non-resident persbn referred to therein, 
the tax  payable  by the non-resident person on the amount referred to 
therein is the percentage of that amount that is equal to the 
percentage at which the non-resident person would otherwise be taxed 
on that amount by virtue of subsection (2) and any other law of 
Canada other than this Act, minus 5% of that amount. 

Degree of Canadian ownership_ defined  

Sec. 257. (1) For the purposes of this Act, a corporation has a 
degree of Canadian ownership in a taxation year if throughout any 60- 
day period included in the 120-dày periodoommencing 60 days before 
the first day of the year, 

(a) the corporation complied with the following conditions: 

(i) the corporation was resident in Canada, 

(ii) either 

(A) not less than 25% of the issued and outstanding shares of 
the corporation having full voting rights under all 
circumstances were owned by one or more individuals resident 
in Canada, one or more corporations controlled in Canada or 
a combination thereof, and equity shares representing in 
the aggregate not less than 25% of that part of the paid-
up capital of the corporation that was represented by all 
the issued • and outstanding equity shares of the corporation 
were owned by one or more individuals resident in Canada, 
one or more corporations controlled in Canada, or a 
combination thereof, or (B) a class or classes of shares of 
the corporation having full voting rights under all cir-
cumstances were listed on a prescribed stock exchange in 
Canada, and it is established in prescribed manner that 
no one non-resident person andno one corporation that did not 
comply with clause (A) owned more than 75% of the issued 
and outstanding shares of the corporation having full 
voting rights under all circumstances, alone or in combi-
nation with any other person related to such non-resident 
person or such corporation at any time within the period, 
and a class or classes of equity shares of the corporation 
representing in the aggregate not less than 50% of that 
part of the paid-up capital of the corporation that was 
represented by all the issued and outstanding equity shares 
of the corporation were listed on a prescribed stock exchange 
in Canada, and it is established in prescribed manner that 
no one non-resident person and no one corporation that did 
not comply with clause (A) owned equity shares representing 
in the aggregate more than 75% of that part of the paid-up 
capital of the corporation that was represented by all the 
issued and outstanding equity shares of the corporation, 

• alone or in combination with any other person related to 
such non-resident person or •such corporation at any time 

• within the period, and 	 • 

(iii) where the year commenced after 1964, the number bf directors 
who were resident in Canada wus not less than 25% of the 
total number of directors of the corporation; 



(b) the corporation compleld with the conditions specified 
in subparagraphs' (a)(i) and (iii) and was a subsidiary 
wholly-owned corporation subsidiary to a corporation that 
throughout the 60-day period complied with the conditions 
specified in paragraph (a) or (c); or 

(c) the corporation complied with the conditions specified 
in subparagraphs (a)(i) and (iii) and was a subsidiary 
controlled corporation 

(i) of which equity shares representinÉ at least 
75% of that part of the paid-up capital of the - 
corporation that is represented by all the issued 
and outstanding equity shares were owned by 

(A) the corporation to which it was subsidiary, 

(B) a corporation controlled in Canada, or 

(C)an individual resident in Canada, or 

(0) any combination of persons described in 
clause (A), (B) or (e), and 

(ii) subsidiary to a corporation that throughout the 
60-day period complied with the conditions specified 
in paragraph (a) or (b). 

Tax on non-Canadian corporations carrying on business in Canada  

Sec. 219. (1) Every corporation carrying on business in Canada 
at any time in a taxation year (other than a corporation that was, 
throughout the year, a Canadian corporation) shall, on or before' 
the day on or before which it is required to file a return of 
income under Part rfor the year, pay a tax under this Part for 
the year equal:U.) 25% of the amount by which the aggregate of 

(a) the corporation's amount taxable (within the meaning given 
that expression in section 123) for the taxation year, 

(b) the amount claimed by the corporation under paragraph (h) 
for the immediately preceding taxation year, and 

(c) where the corporation was resident in Canada• at any time 
in the year, the amount claimed under paragraph (i) for 
the immediately preceding taxation year, 

exceeds the aggregate of, 

(d) where the corporation was, throughout the year, not resident 
in Canada, the lesser of 

(i) the amount, if any, by which the aggregate of 
amounts each of which is a taxable capital gain 
of the corporation for the year from a disposition 
of a taxable Canadian property that was not property 
used in the year in, or held in the year in the 
course of, carrying on business in Canada, exceeds 
the aggregate of amounts each of which is an allowable 
capital loss of the corporation for the year from a 
disposition of any such property, and 
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(ii)' the amount that would be determined under subparagraph 
(i) for the year if it Were read without reference 
to the expression "that was not property-used in the 
year in, or held in the year in the,course of, carrying 
on business in Canada". 

(e) the tax payable by it under Part 1 for the year less, where 
the'corporation was, at no time in the year, resident in 
Canada, that proportion thereof that the amount determined 
under paragraph (d) in respect of the corporation for the year 
is of the corporation's amount taxable for the year, 

(f) any income taxes payable by it to the government of a province 
in respect of the year (to the extent that such taxes were not 
deductible under Part 1 in computing its income for the year 
from businesses carried on by it in Canada) less, where the 
corporation was, at no time in the year, resident in Canada, 
that proportion thereof that the amount determined under 
paragraph (d) in respect of the corporation for the year is 
of the corporation's amount taxable for the year, 

(g) where the corporation was resident in Canada at  any time in 
the year . 

-(i) the amount deducted under section 126 from the tax 
for the year otherwise payable by-the corporation 
under  Part 1,  and 

(ii) 1/2 of the lesser of the corporation's taxable income 
for the year and the amount, if any, by which 

(A) the aggregate of such of its incomes for 
the year from businesses or properties and 
taxable capital gains for the year from 
dispositions of property as were from sources 
it countries other than Canada 

exceeds 

(B) the aggregate of such of its losses for the 
year from businesses or properties and its - 
allowable capital losses for the year from 
dispositions of property as were . from sources 

. in countries other than Canada, 

(h) where the corporation was, at the end of the year, carrying 
on business in Canada, sueh amount as the corporation may 
claim for the year, not exceeding- the amount prescribed to 
be its allowance for the year in respect of its investment 
in property in Canada, and 

(i) where the corporation was resident in Canada at any time in 
the year, such amount as the corporation may claim for the 
year, not exceeding the amount, if any, by which 

(i) the aggregate of dividends paid by it after it last 
• 	became resident in Canada, while it was resident in 

Canada and before the end of the year . 

exceeds 

(ii)the aggregate of amounts determined under subparagraph 
(g)(ii) in respect of the corporation for taxation 
years ending after it last became resident in Canada 
and not later than the end of the year. 



Exempt corporations  

(2) No tax is payable under this Part for a taxation 
year by a corporation that was; throughout the year, 

(a) a bank, 

(h) a corporation whose principal business was 

(i) the transportation of persons or goods, 

(ii) communications, or 

(iii) mining iron ore in Canada, or 

(c) a corporation exempt from tax under section 149. 

Non-resident insurers  

(4) No tax is payable under subsection (1) for a 
taxation year by a non-resident insurer, but where it elects, 
in prescribed manner and within the prescribed time, to deduct, 
in computing its Canadian investment fund as of the end of the 
immediately following taxation year, an amount not greater than 
the amount, if any, by which 

(a) the amount of its Canadian investment fund as of the 
end of the year 

exceeds 

(b) the amount, as determined for the purposes of the relevant 
authority, of such of the insurer's liabilities (other 
than liabilities in respect of amounts payable out of 
segregated funds) as of the end of the year as may 
reasonably be regarded to have been incurred by it in 
the course of carrying on its insurance businesses in 
Canada, 

it shall, on or before the day on or before which it is required 
to file a return under Part 1 for the year, pay a tax for the 
year equal to 25% of the amount it has so elected to deduct. 

Additional tax on non-resident insurer  

(5) In addition to any tax payable by it under 
subsection (4), a non-resident insurer shall, on or before the 

• day on or before which it is required to file a return under 
Part 1 for a taxation year, pay a tax for the year equal to 25% 
of the amount, if any, by which 

(a) the amount of its Canadian investment fund  as. of  
the end of the  year 

exceeds 

(b) the greater of the value, as of the end of the year, of 
the Canadian assets owned by it at that time and the 
value, as of a time not later than the day on or before 
which the insurer is required to file a return under 
Part 1 for the year, of the Canadian assets owned by it 
at that time. 



Where election under ss. 138(9)  

(6) Where a non-resident insurer  . has  made an election 
under subsection 138(9) in respect of a taxation year, no tax 
is payable by it under subsection (4) or (5) for the year or the 
immediately preceding taxation year but the insurer shall, on or 
before the day on or before which it is required to file a return 
under Part I for the year, pay a tax for the year equal to 25% 
of the amount, if any, by which the amount that would, if the 
insurer had not so elected, be the insurer's Canadian investment 
fund as of the end of the year exceeds the value, as of the end 
of the year, of property of the insurer used by it in the year in, 
or held by it in the year in •the course of, carrying on its 
insurance businesses in Canada. 

PART III 

Short title  

7. The provisions of this Part may be cited as the Income Tax 
Application'Rules; 1971. 

Deeinitions  

8. In this Part, 

Amended Act  

(a) "amended Act" means the Income Tax Act as amended by 
section 1; and 

Former Act  

(b) "former Act" means the Income Tax Act as it was before being 
amended by section 1. 

Application of Parts 

Application of 5.1 of this Act  

9. Subject to the provisions of the amended Act and subject to 
this Part, section 1 of this Act applies to the 1972 and subsequent 
taxation years. 

Application of Part XIII of amended Act  

10. (1) Part XIII of the amended Act is applicable to amounts 
paid or credited after 1971. 

(2) Where before 1976 an amount is paid or credited or is 
deemed by Part I of the amended Act to be paid or credited to a-
non-resident person, for the - purposes of computing the tax under 
Part XIII thèretif payable - by the non-resident person-on the amount, 

(a) the references in subsections 212(1) and (2) thereof to "25e 
shall be read as references to "15e; 

(h) the reference in subsection 214(7) thereof to "4/3" shall 
be read,as a reference to "100/85"; and 

(c) the reference in subsection 212(5) theréef tO "25e shall 
. be read as a reference to "10%". 
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Application of Part XIV of amended Act  

11. 	(1) Part XIV of the amended Act is applicable to the 1972 
and subsequent taxation years except that, in its application to 
the 1972 to 1975 taxation years, the references therein to "25%" 
shall be read as references to n15%11 . 

(2) Where a corporation, other than a non-resident corporation, 
• has a taxation year part of which is before and part of which is 
after the commencement of 1972, the tax payable by it under Part XIV 
of the amended Act for that taxation year is that proportion of the 
tax under that Part otherwise payable by it for the year that the 
number of days in that portion of the taxation  year that is in 1972 
is of the,number of days in the whole taxation year. 

(3) Where a corporation has a taxation year part of which is 
before and part of which is after the commencement of 1976, the 
tax payable by it under Part XIV of the amended Act for that taxation 
year is the aggregate of 

(a) 15% of that proportion of the amount on which tax under that 
Partis payable  by it for the taxation year that the number of 
days in that portion of the taxation year that is in 1975 is 
of the number of days in the whole taxation year, and 

(b) 25% of that proportion of the amount on which tax under that 
Part is payable by it for the taxation year that the number of 
days in that portion of the taxation year that is in 1976 is 
of the number of days in the whole taxation year. 

Deduction of interest by certain corporations  

	

22. 	Notwithstanding section 9, subsections 18(4) to (7) of the 
amended Act are applicable to taxation years commencing after 1971. 

Small business deduction for particular years  

	

54. 	For the purposes of section 125 of the amended Act, where a 
corporation has a taxation year (in this section referred to as the 
nparticular taxation yearn) part of which is before and part of leich 
is after the commencement of any of the calendar years 1973, 1974, 
1975 and 1976 (in this section referred to as the nparticular calendar 
yearn), the percentage referred to in subsection 125(1) of the amended 
Act for the particular taxation year is the percentage equal to the 
aggregate of 

(a) that  proportion of the-percentage so referred ,to for the 
particular taxation year that the number of days in that 	. 
portion of the particular taxation year that LA in the 
particular calendar , year,.is of the number of days in the 
whole of.the partiCular'taxation year,fend 

.03> that proportion of the pereentage so referred to for the 
, taxation year iMmedietely preceding the particular taxation 

year that the number of days in that portion of the particular 
taxation year that is in the calendar year immediately preceding 
the Particular calendar year, is of the nuMbér of days in the 
particular taxation year. _ _ 

Source: The House of Commons of Canada, Bill 0-259 An Act to amend the Income  
Tax  Act, as passed by the' House of Commons 17th.Mecember, 1971, Third 
session, Twenty-Eighth 'Parliament, 1920 Elizabeth II,  1970-71, Ottawa,  
Queen's Printer, 1971. 

. 	;. 
Note: 	It is understood that An let to amend the Income Tax Act will be published 

as Chapter 63 of Revised Statutes of Canada, 1970. 	 • 
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TELESAT CANADA ACT  

Definitions  

Sec. 2. 	In this Act 

Statutory conditions  

Itstatutory conditions" refers to the conditions set out in Schedule II; 

Qualifications of Directors  

Sec. 13. (1) Subject to subsection 88 (4) of the Canada Corporations 
Act, any Canadian citizen ordinarily resident in Canada is qualified 
to be a direCtor of the company elected by the approved.telecommunicat-
ions common carriers who are holders of common shares of the company, 
and any Canadian citizen ordinarily resident in Canada who is . 

(a) not a member of the public service of Canada, and 

(b) .not an officer or*director of an approved telecommunications 
common carrier • 

•is qualified to be a director of the company elected by the holders 

i of  common shares of the company who are persons who fulfil - the 
'statutory conditions. 

Disqualification of Directors  

(2) An elected director ceases to be a director if he 
ceases to be qualified to be a director of the company elected by the 
shareholders of the company by whom he was so elected. 

Determining "ordinarily resident in Canada"  

(4)' The company may prescribe rules for determining for 
the purposes of this Act when a person ceases to be ordinarily 
resident in Canada. 1968-69, c.51, s.13. 

- Officers of the Company  

Sec. 16. (1) All officers of the company, including-the presiden t . 
and any vice-presidents appointed pursuant to subsection 15 (1), 
shall .  be  Canadian citizens, and no such officer shall be in receipt 
of a salary from any source other than the company op be a director 

, or shareholder of an approved telecommunications common carrier. 

Disqualification of Officers  

(2) An officer of the company who contraVenes subsection 
(1) thereupon ceases to be an officer of the company. 1968-69, c.51, 
s.16. 

APPLICATION OF STATUTORY PROVISIONS 

Application of Part IV of Canada Corporations Act  

Sec. 29. Part IV of the Canada Corporations Act does not apply to 
the company. 1968-69, c.51, s.29. 

SCHEDULE II 

Conditions affecting the acquisition and holding of common shares 
by persons other than Her Majesty in right of Canada, corporations 
declared by:statute to.be agents of. Her Majesty, in right of Canada 
and approved telecommunications common carriers_ 

1. (1) Not more than twenty per cent of the outstanding common 
shares of the company held by persons other than Her Majesty, in 
right of Canada, corporations declared by Statute-to.be agents of 
Her  Majesty in right of Canada and approved telecommuniCations common 
carriers may be held by non-residents. 
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(2) A resident shall  not  hold common shares of the company in 
the right of, or for thè use or henefitof, a non-resident. 

2. 	No common shares of the company shall be subscribed for, 
purchased or held in the name or right.of, or for the use or benefit 
of, 

(a) a director or officer of an approved telecommunications common 
carrier; 

(b) a corporation that is deemed for the purposes of these statutory 
conditions to be associated with an approved telecommunications 
common carrier; or 

(c) the government of a foreign state or any political sub-division 
thereof or an agent of the government of a foreign state or any 
political subdivision thereof. 

3. 	The number of common shares of the company held in the name 
or right of or for the use or benefit of a person or Her Majesty in 
right of anST province, together with the number of such shares held 
in the name or right of or for the use or benefit of 

(a) each shareholder  •associated with that person or Her Majesty in 
right of that province, and 

(b) each person who would be deemed under these statutory conditions 
to be associated with that person or Her Majesty in right of 
that province if each of such persons and that person or Her 
Majesty in right of that province were shareholders 

may not exceed two and one-half per cent of the outstanding common 
shares of the company. 

Definitions  

4. (1) For the purposes of these statutory conditions, 

Agent  

(a) "agent" means, in relation to the government of a foreign 
state or any political subdivision thereof, a person-empowered 
to perfoim a function or duty on behalf of the government of 
the foi'eign State or Political subdiVision other than a function 
or . duty in connection with the administration or management of 
the estate or Property of an individual; 

Corporation  

(b) "corporation" includes an association, partnership or other 
-organization; 

Non-Resident- -  

(c) "non-resident". Means 

an individual who is not ordinarily resident in Canada 

(ii) a corporation incorporated, formed or otherwise organized,- 
elsewhere than in Canada, 

(iii) the government of a foreign state or any political sub-
division thereôf, or an agent of either, 

(iv) a corporation that is controlled directly or indirectly 
by non-residents, as'defined in any of subparagraphs - (1) 
to (in), 

(v) a trust 



(A) established by anon-resident as defined in any of 
aubparagraphs (ii) to (iv) other than a trust for the 
administration of a pension fund for the.benefit of 
individuals a majority of whom are residents, or 

(B) in which non-residents as defined in any of sub-
paragraphs (i) to (iv) have more than fifty per cent 
of the beneficial interest, or 

(vi) a corporation that is controlled directly or indirectly 
by a trust defined in subparagraph (v) as a non-resident; 
and 

Resident  

(d) "resident" means an individual, corporation, trust or government 
that is not a non-resident. 

(2) for the purposes of these statutory conditions, a shareholder 
is, except as provided by section 5 of these statutory conditions, 
deemed to be associated with another shareholder if 

(a) one shareholder is a corporation àrwhich the other shareholder 
is an officer or director; 

(h) one shareholder is a partnership of which the other shareholder 
is a partner; 

(c) one shareholder is a corporation that is controlled directly or 
indirectly by the other shareholder; 

• 
(d) both shareholders are corporations and one shareholder is controlled 

directly or indirectly by the same government in Canada, foreign 
government or individual or corporation that controls the other 
shareholder; 

(e) both shareholders are members of  ,a voting trust where the trust 
relates to shares of the company; 

(f) both shareholders are agents of Her Majesty in right of the same 
province or officials or corporations performing on behalf of 
Her Majesty'in such right a function or duty in connection with 
the administration, management or investment of a fund established 
to provide compensation, hospitalization, medical care, annuity, 
pension or similar benefits to particular classes of individuals, 
or moneys.derived from such a fund; 

(g) both shareholders are associated within the meaning of paragraphs 
(a) to (f) with the same shareholder; or 

(h) both shareholders are associated in any other manner declared by 
the by-laws to constittite them associated shareholders.. 

(3) For the purposes of these statutory conditions, a "share-:. 
holder" is a person . other than Her Majesty in right of Canada, a 
corporation declared.by  statute to be an agent of Her Majesty in right 
of Canada or an approved teleCommunications common carrier, who 
according to the books of the company is the holder of one or more 
common shares of the company' and a reference in thèse  statutory 
conditions to a share being held . by .or in the name of any person is 
a reference to his being the holder of .the share according to.the books 
of the'company. 

(4) For the purposes  of  these statutory conditions, a corporation 
. is deemed to be associated with'an approved te1ec6mmunications common 
carrier if, in circumstances where both the corporation and the 
.approved telecommunications common carrier Were shareholderS', the 
corporation would be deemed to be à shareholder associated with the 
approved telecommunications common carrier. 
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41,  

(5) For the pàrposes of these statutory conditions where a . 

share of the company is held jointly and . one or more of the joint 
holders thereof is a non-resident, the share is deemed to be held by 
a nbh-residént.' 

(6) Where a corporation or trust that was at any time a resident 
becomes a non-resident, any shares of the company acquired by the 
corporation or the trust while it was a resident and held by it while 
it is a non-resident shall be deemed, for the purposes of these 
statutory conditions, to be shares held by a resident for the use or 
benefit of a non-resident. 

5. 	Notwithstanding paragraphs 4 (2) (a) to (g) of these 
statutory conditions, 

(a) where one shareholder who is a resident and who, but for this 
paragraph, would be deemed to be associated with another share-
holder submits to the company a declaration stating that none 
of the shares of the company held by him or to be held by him 
is or will be, to his knowledge, held in the right of, or for 
the use or benefit of, himself or any resident with whom, but 
for this paragraph, he would be deemed to be associated, 
neither shareholder is deemed to be associated with the other 
so long as the shares of the company from time to time held by 
the shareholder who made the declaration are not held contrary 
to the statements made in the declaration; 

(b) two  shareholders that are corporations and reSidents shall not 
be deemed to be associated with each other by virtue of 
paragraph 4 - (2) (f) of these statutory conditions by reason 
only that each is deemed under paragraph 4 (2) (a) to be 

• associated with the -  same shareholder; and 

(c) where it appears from the register of sàareholders of the 
company that not more than five hundred Common .  shares of the 
company are held by a_shareholder, he shall not be deemed to 
be associated with any other shareholder and no other share 
holder.shall be deemed to be associated with him. 1968-69, 
c.51, Sch. B. 

Source. : 	"Telesat Cemada Act" ,. Revised Statutes.  of Canada 1970,  Chapter T-4, 
• Queen's Printer, Ottawa, 1970. 
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CANADA DEVELOPMENT CORPORATION ACT  

Qualification of directors  

Sec. 12. 	(1) Subject to section 86 of the Canada Corporations 
Act, any Canadian citizen is qualified to be a director of the 
company if he otherwise qualifies under such by-laws as may be 
made in that regard. 

Disqualification of direc tors  

(2) A person ceases to be a director if he ceases to be 
a Canadian citizen. 

Majority to be resident  

(3) The majority of the members of the Board referred 
to in section 11 shall at all times be residents of Canada. 

Voting Shares  

Sec. 20. ' (1) No person other than an individual who is a Canadian 
citizen or a person who is a resident of Canada may purchase, own 
or hold voting shares of the company. 

Generally  

. (2) No person may hold shares of the company unless.he 
Is qualified to be a shareholder under this Act or the by-laws. 

Determining'ordinarily resident in Canada  

(3) The Board may prescribe rides for determining for 
the purposes of this Act when a person is not ordinarily resident in 
Canada. 

SCHEDULE I 

CONDITIONS AFFECTING THE ACQUISITION 

AND HOLDING OF VOTING SHARES 

1. No person shall purchase or hold voting shares of the company in 
the right of or for the use or benefit of a non-resident, uniess 
such non-resident is an individual who is a Canadian citizen. 

Definitions  

4. (1) For the purposes of these statutory conditions, 

Non-Resident  

(c) "non-resident" means 

(i) an individual who  is  no  t ordinarily resident in Canada, 

(ii) a corporation incorporated, formed or otherwise 
organized, elsewhere than in Canada. 
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(iii) the government of a foreign state or any political 
subdivision thereof, or an agent of either, 

(iv) a corporation that is controlled directly or indirectly 
by non-residents as defined in this paragraph, 

(v) a trust 

(A) established by a non-resident as defined in any of 
subparagraphs (ii) to (iv) other than a trust for the 
administration of a pension'fund for the benefit . of 
individuals a majority of whom are residents, or 

(B) in which non-residents as defined in any of subparagraphs 
(i) to (iv) have more than fifty per cent of the beneficial 
interest, or 

(vi) a corporation, of which the majority of the directors, or 
persons occupying the position of directors by whatever 
name called, are non-residents as defined in subparagraph 
(1 ), 

(vii) a corporation that is controlled directly or indirectly by 
a trust defined in this paragraph as a non-resident; and 

Resident  

(d) "resident" means an individual, corporation, trust or government 
that is not a non-resident. 

' (3) For the purposes of these statutory conditions, where a share 
of the company is held jointly and one or more of the joint holders 
thereof is a non-resident, the share is deemed to be held by a non-
resident. 

( 5) Where a corporation or trust that was at any time a resident . 
becomes a non-resident, -  any shares of the company acquired.by  the 
corporation or the trust while it was a resident and held by. it while 
it is a non7resident shall be deemed, for the purposes of these 
statutory conditions, to be.shares held by a resident for the use or 

.benefit of a non-resident. 

Source: Canada. Laws, Statutes, etc., Canada Development Corporation Act, 
c.4-9, 19-20 Elizabeth 11, 1970-71, Queen's Printer, Ottawa, 1971. 
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AERONAUTICS ACT - 

REGULATIONS HALE UNDER TRE 
AERONAUTICS ACT 

200. 	No person shall fly an aircraft in Canada 
unless it is registered 

(a) under this Part, or 

(b) under the laws of a contracting state or a state that is 
party to an agreement entered into with Canada relating to 
interstate flying. 

204. (1) No aircraft shall be registered under this Part 
unless, 

(a) it is a state aircraft or is owned exclusively by a person 
qualified under subsection (2) to be the registered owner of a 
Canadian aircraft; 

(b) there is in force in respect of the aircraft a certificate of 
airworthiness or a flight permit issued under this Part; 

(c) all duties due and payable under the laws of Canada in respect 
of the importation of the aircraft into Canada have been paid; 
and 

(d) the aircraft is not registered elsewhere than in Canada. 

(2) For the purpose of paragraph (a) of subsection (1), 
a person is qualified to be the registered owner of a Canadian air-
craft who is 

(a) a Canadian citizen, 

(b) a person, lawfully admitted to Canada for permanent residence 
who, since being so admitted, has been ordinarily resident in 
Canada for a period of not more than six years, 

(c) a corporation incorporated under the laws of Canada or any 
province, at least two-thirds of the directors of which are 
Canadian citizens, or 

(d) in the case of a private aircraft, 

(i) a citizen or subject of a contracting state who normally 
resides in Canada, or 

(ii) a corporation incorporated under the laws of Canada or 
a province. 

• 	208. (1) Where a Canadian aircraft that is a private 
aircraft is owned by other than a Canadian citizen or a corporation 
mentioned in paragraph (c) of subsection (2) of section 204, it 
shall not be operated outside Canada except in accordance with 
subsection (2). 

(2) An aircraft described in subsection (1) may be 
operated outside Canada if 

(a) each period of absence of the aircraft from Canada does not 
exceed sixty days; and 

(b) the aggregate periods of absence of the aircraft from Canada 
do not exceed six months in any twelve-month period. 

Amendment Number 2 
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• 	 (57) "private aircraft" means a civil aircraft 
other than a commercial aircraft or a state aircraft; 

Source: "Aeronautics Act, Air Regulations", The Canada Gazette, Part 11 
Vol. 95, No. 1, SOR/61-10, P.C. 1960-1775, Pages 43-44. 

Amendment Number '2 



CANADIAN CITIZENSHIP ACT 

Definition 

Sec. 2. 	"alien" means a person who is not a Canadian 
citizen, Commonwealth citizen, British subject or citizen of the 
Republic of Ireland; 

Rights of Aliens  

• Sec. 24. (1) Real and personal property of every description 
may be taken, acquired, held and disposed of by an alien in the 
same manner in all respects as by a natural-born Canadian citizen; 
and a title to real and personal property of every description may 
be derived through, from or in succession to an alien in the same 
manner in all respects as through, from or in succession -to a 

• natural-born Canadian citizen. 

(2) This section does not operate so as to 

(a) qualify an alien for any office or for any municipal, parlia-
mentary or other franchise; 

(b) qualify an alien to be the owner of a Canadian ship; 

(c) entitle an alien to any right or privilege as a Canadian citizen 
except such rights and privileges in respect of property as are 
hereby expressly given to  hie; or 

(d) affect an estate or interest in real or personal property to 
which any person has or may become entitled, either mediately 
or immediately, in possession or expectancy, in pursuance of 
any disposition made before the 4th day of July 1883, or in 
pursuance of any devolution by law on the death of any person 
dying before that day, R.S., c. 33, s. 24. 

Source: "Canadian Citizenship Act", Revised Statutes of Canada 1970,  Chapter C-19, 
Queen's Printer, Ottawa 1970. 

Amendment Number 2 
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FOREIGN INVESTMENT REVIEW ACT  

The whole of the Foreign  Investment Review Act affects foreign 
investment in Canada. Consequently, no extracts are reproduced here. 

The Act received Royal Assent on 12 December 1973. It was 
proclaimed on 9 April 1974, except for the provisions relating to the•
establishment of new businesses in Canada. These provisions will be 
brought into effect later. 

The Act is Chapter 46 of the Statutes of Canada 1973. Copies 
can be obtained from Information Canada. 

On 20.December 1973, preliminary guidelines with respect to 
whether a business is related, or not related, to another business were 
tabled in the House of. Commons. News Release 79/73 of the Department of 
Industry, 'Trade and Commerce refers. 

On 7 March 1974, the Foreign Investment Review Regulations were 
issued. These prescribe certain classes of persons as being non-eligible, 
contain rules for calculating gross assets and gross revenues, and specify 
the information which an applicant must supply when making a proposal to 
the Agency. The Regulations were published in Canada Gazette Part II, , 
Vol. 108, No. 6 of 27 March 1974. 

On 22 March 1974, Guidelines Concerning Real F:state tusinesses 
were issued. In this connection, the Minister stated "Guidelines do not 
have the force bf law. Accordingly, they are not conclusive. However, 
they do reflect my view as to when a foreign purcha'se of real estate would 
likely constitute an acquisition of Canadiàn-business and thus be 'subject' 
to the Act". News Release 21/74 of 22 March 1974 refers. 

On 9 April 1974,, the Terms and Conditions for the Venture Capital 
Exemption  were issued. News Release 33/74 of 9 April 1974 refers. 

Amendment Number 5 
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