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SELECTED READINGS IN LAWS AND REGULATIONS AFFECTING

FOREIGN INVESTMENT IN CANADA, MARCH 1972

SUMMARY

BROADCASTING

| A license to 6perate a broadcastipg.station, or permission to
operate a network of broadcastiﬁg stations, can only be granted to a
Canadian citizen; or toja Canadian COrporafion'of‘which the Chairman and
each of the directorS'are‘Canédian citizens and of which. four-fifths of
‘the shares.are.owned either by Canadian éitizens or by Canadian—~controlled
corporationé. An exceptioﬁ may be allowedvin_the case.of an application
fgr the renewal of‘a br&adcasting_licence that was outstanding on April 1,
1968; providing the Com%ission is satisfied that graﬁting a.renéwél would
not run contfary 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
_direcfors éf a chartered‘bgnk must be Canadian citizens ordinarily resident
in Canada. It limits the proportion of shares of a bank which can be held
by’non—residenfs to 25 per cent, and the'proportioﬁ which can be held by
any.one person (non-resident or resident) to 10 per cent. There is an
exception in thé case of sharés which were owned by non—residents on Sep-

tember 22, 196k,

Insursance Companies

The provisions below are included_in the. Canadian and British>‘
insurance Companies Aét.: Their effect‘is to,ﬁrevént the takeover of.
-Canadian—dontrolled;companies by:non—resiAents; to permit\nonfresideﬁts
to retain an existing degree‘of'céntrol; and to permit non-residents to
ésfablish new companies in which-nonéresident.investment is undqntrollea.
Diréctors
The majority of>the diféctors of é federally.incorporated.

Canadian life insurance company must be Canadian citizens residing in
Canada. ‘ ’




(ii)

Non~resident shareholders

The genefal restraints on shareholding are as follows.
- ﬁhen 25 per cent or less of fhe shares are held by non-residents, the
‘percentage held by non-residents cannot be increased above 25 per cent.
Where non-resideﬁt-holdings are more than 25 per cent, they cannot be
increased above the existing'ﬁercentagé.

The'holdings of a single non-resident, in csnjunction
with those of his associates, cannot'be insrgased above 10 per cent
of the shares, unless they are alresdy more than 10 per cent, in which
case they cannot be incressedAabove their cufrent level.

A new company may be set up with no restraint on the
silocstionbof shares ts 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 sharehoiders if the company was iﬁcorporsted afﬁer that date, or.one
-of two special cases. However, if at aﬁy time after_thevprescribed day
'no one non-resident holds ﬁore than 50 per cent of the sharss,.then_,
‘the gesersl_limitations on noﬁ-fesident sharehblders will apply.;~
.. When a resident holds shares on behalf of a non-resident
he shall not sxeréise-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—re51dent, exceed 10 per cent of the stpck,.the_votmng rights
appsrtaining to -the non-resident's sharss_may not be;ﬁsed. Except that,
' whén one non-resident and'his associates held more than 10~per>cent of
: the stock on the prescribed day, the non—res1dent's -shares may be voted
. so long as the holdlngs of hlmself and his associates do not. exceed the'

percentage held on that day.

Loan Companies

Thesprovisions‘beiow_are inciuded in tﬂe Loan Companies
-Aqt. Their effect is ts prevent the takeover of Canadisnfcbntrolled‘
cpmpaniés by ndn4résidents; to permit non¥residents;to ;etain;anexisting
 degree_of control; and to perMit non-residents to estsblish_new compsnies

in which non-resident investment is uncontrolled.




C(i4d)
birectors
At least three—quartérs of tﬁe directoré of a federally
inﬁorporated loan compény must be‘Canédian citizens ordinarily résideﬁt
in Cﬁnada.b‘ | | |

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. .

Prust Companies .

The provisions‘below'arq included in the Trust»Companies
Act. Their effect is to érevént the takeover_of.Canadién—contrélled
~c6mpanies bx non-residents; to perﬁit non—residents to retain aﬁ
giisfing degree of control; and to permit non-residents to establish
new:companies on which non4rgsident investment is uncontrolled.

Directors

At least three-quarters of the directors of a federally

'incorporated trust.companj must be Canédian citizens ordinarily
"rgsidenﬁ in Canada.

Non-resident shareholders

The provisions for nonéresident‘shareholders\in the
Trust Companies Actare'the same as those in the Canadian and British

Insurance Companies Act.

. Sales Finance Companies

The provisions below are inclﬁdedvin-the Investment Cdmpaﬁies
Act. Their effect is to prevent the takeover of Canadisn-controlled
cpmpanies by non-reéidepts; to permit non-résidenfs to retain an existing
degree of c&ntro;; énd;to ﬁefmif nphfresidents to establish néw cpmpanies
in'whiéh non*residént_ipﬁestment is unpoﬁtrolléd. -
._~_Auditor
| The auditor of a feaerally incorpprated investﬁeht

company must be ordinarily resident in Canada.

~ Non-resident shareholders
The provisions for noﬁ-résident shareholders are the

same as those in.the Canadian‘and British,Insurancg Compénies.Act.




Amendment No. 3

(iv)

CONSTRATNED- SHARE COMPANTES
The Canada, Cbrporations Act does not itself place constfaints
on ownership. However, if constraints on the'ownership-of public
companies which.do business in}Canada are imposed by other federal or
provincial iegislation, then thé Aét lays down how they willl be 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.

M

SPECIAL ACT COMPANIES - GENERAL
 The Canada Corporations Act provides that a majority of the
‘ |

elected directors of a Special Act corporatidh must be persons resident

in Canada and subjects of Her Majesty.

RESOURCES
0il and Gas

0il and gas leases in fhé Yukon and Northwest Territories can
only be granted to a.Canadiaﬁ citiZeng_or to a Cénadian‘corporation of.
which the shares are éither owned at least 50 per cent by Canadians or
listed on é Canadian schk exchange; or to a Canadian éorporation which
is @hbliy owned by such a éorporation. This provision ié made ih the

Canada Oil and Gas Land Regulations.

Mining
Miﬁing leagses in the Northwest Terrifories can only be granted to
’a Canadian citizen, or to a corpoiétion the shares of which are either
50 pef cent beneficially>owned b& Canadian citizens ér 1iéted on a
recognized Canadian stock é#change, of to a Canédian éérporation which is
AﬁﬁolIonwnéd by such a corporation. This.provisioh is made in the
. Canada Miﬁing Régulations. |

Ve

Ekgloration_

 The Northern Mineral  Exploration Aséistance Regulations provide
for grants to persons who intend to do exploratorvaérk in Northérn Canada.
Such & person must be either a Canadian pitizeﬁ;\gg a Canadiahlcorporation
the shares o%‘which afé either éwned at ieasﬁ'EO ?er ceht_b& Caﬁédiéné or’
listed on a Canadian stock ekchange;”gg é'Oaﬁédian COrbbration which is

wholly‘owned by such a corporétion.
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_ (v)
TAXATTION
An Act to amend. the Inéome Tax Act includes the following

provisions which affect the non-resident investor.

" Equity-debt ratios of non-resident shareholders

Where the ratio of'tﬁfal shareholders' equity to the débt dﬁe to
specified non-residents is less than 1:3, then part of the iﬁterest paid
to such shareholders will not be deductible as an expense. Decreases in
.the ratio of equity to debt below 1:% decrease the deductions allowable\
for interest payments. A specified non-resident is a shareholder who is
either a non-resident-owned investment'corporation (which by dgfinition,
is incorporated in Canada) or a non-resident person (whether natural,
institutioﬁai, or corporate) having at least 25 per cent ownership in—.
tereét, 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 déduct;ble'expense for tax purposes, unless the non- -
Canadian newsﬁaper of_periodical meets fwo séts»of conditionse Firstlz,
it must have been.edited in Qhole_or in part in Canada cqntinuoﬁsly since

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

since the same 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 1ength.

small business deductions
‘A Canadian-controlled private corporation may qualify;\under‘a

cdmplicatéd forﬁula,,for-a deduction from‘its_tax,otherwise‘payéble.
‘The deduction is calculéted 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 $5o,oob-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, 2k per‘qent.in 1973, 23 per cent in 1974,‘22 per cent in
1975 and Ei per cent in 1976 and subsequent taxation‘&ears. The.maximum
tax relief will tﬁus be $12,50Q.in 1972, ﬁlg,OOQ.in 1973; $11,500 in 1974,

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

taxable income, an individdal corporatign Will»be phased out of receiving
this benefit under a formula baéed on one of two things. One base is the
cumulative total of taxabie income in 1§72 énd later years. The alter-
native bése is one and one-third of the amounts deducted from the corpo-
rationfs incomé on account of dividends received from specified types of
corporations. From each base is deducted a compqnent which consists qf
one and one-third df taxéble dividends paid during those years plus fou:
fimés the amount by whiéh_fefundable dividend tax on hand exceeds the
dividend refund during the Yeaf in questign. When eithér.the_cumdlated_
taxable income or the duﬁuléfed amounts deductible exceed the‘aggreéate &
qf the cdmponent based on:taxable dividends by $400,000 or more, no tax
benefit can be claimed.

The effect of this provision is pfogressively tb exclude.corﬁ
porations from the benefit, beginning in 1973. 1In general, the_laréef theA

business the sooner it will lose the benefit.

Dividends t0 non-regidents

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.d The withholdingftax on

dividends'paid to‘non-residenté by a corporation having a degree of Cana-

dianAownership;.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'ih 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 foreigh—incorporated~banks, for foreign corporations

.whose principal business aptivity_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

fhat'they‘pay 25 per cent of the excess of deductions from their Canadian
investment_funds oﬁer liabilities incurred in the course of carrying 6n_

insurance business in Canada.




(3

B

Amendment Number 2.

(vidi)

INDIVIDUAL SPECIAL ACT COMPANIES

Telesat Canada
The Telesat Canada Act stipﬁlates 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 6utstanding common shares held by persons
>othef than Her Majesty in right of Canada, corporations declared byvstatute
to be her agénts, and approved telecommunications common carriers. No common
shares can be owned by a foreign government or its agents.

Canada Development Corporation

A1l of the directors of the Canada Development Corporation must
be Canadiaﬁ 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 éérs;n may hold; either individually or in
conjunction with.other shareholders associated with him, more than 3 per

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

.

TRANSPORTATION

Aeronautics Act

No person may fly an.aircfaft in Canada unléss it is registered unde:

thé Aerohautics Act, or unéer the laws of speCified other countfies.
- An aircraft other than a staté aircréft cannot be régistered unless it

is ownéd exclusively bj a qualified person. o

Three classes of.pefson may be registered.as the owners of a Canédian
non-state aircraft.‘ They are Canadian citizens; landed immigrants who have
Beeh resident.for not more fhéﬁ six years; and companies incorpérated 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 aircraff only. They are citizens or subjects of specified

other countries who normally reside in Canada; and companiesuincorporated in
Canada. Alrcraft 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‘ali§n has
the same rights as a natural-born Canadian citizen in the taking, aéquiring,

holding and disposing of any.real and persdnal'prOpértyQ




(viii)

REVIEW OF FOREIGN INVESTMENT

Fbréign Inveétment Review Act

. General
The Foreign Investmént 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 Commercé is responsible
for the review and assessmént of proposéd investments which are subject
to fhe Act and for making recommendations to the Government. A Fbreign
Investment Review Agency headed by a Commissioner advises and assists the
Minister in the administration of the Act. Responsibility for informing
the Agenéy.inAadvance 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 concerned.

Some main feéturés of the Act are set out below.

NonQeligible Person

A nonfeligible,person may be either‘an individual, a corporation,
or é government or its agency. |

an individual is non-eligible if he is neither a Canadien
citizen nor a landed immigrant. Cerﬁain classes of Canadian .citizens not
ordinarily resident in Canada have been prescribed as non-eligible by
regulétioﬁ. 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 moré than six years)'he or shg is non-eligible.

The government of é country other than Caﬁada or of a politiéal»
sub-division of such\a country is a’non-eligible person, as.is an agency of
such a government. | ‘

A corporation which is controlléd in any manner that results in
control in fact by a non—eligibie indiyidual or govermment, or by a group of
persons any member of which is a‘non—eligibie individual:or government, is

itself a non-eligible person.

Amendment 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 persomn, prbposes 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 businéss can be acquired only by the
acquisitién of shares to which voting rights are attached, or by the
acquisition of all or subétanfially all of‘the property used for carrying
out the businéss in Canada.

Once screening of the establishment of new businesses begins,
then a noﬁ-eligible person or éroup'of personé containing one which
proposés to establish a neQ 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'perséns containing oné has acquired control. of an éxisting
business (or once the Act is fully in efféct established a new business)
wifhéut informing the Agency, or propoées to do ‘so, he'may_require it tb
give notice in writing to the Aéency;

~ The Minister will review the application, bearing in mind

- any represehtations which may be submitted by a province likely to be

significantly affected,_aﬁd 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
Qecommend to the Government fﬁat it be‘aliowed. The Govefnment Will.then
dedide whether or not to allow the inveétment,-and the Agency will |
inform:thé applicant of the deciéion. Nternatively, the Government may
return the aﬁﬁlication fo the Minister for-further consideration.

If tﬁe Minister is unable to complete his aséeSsment of an
appliéation within 60 days Qf its receipt by the Agency and requires

further time for consideration,- or if the Minister is‘unablé 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 opportuhity 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 othér party to the investment, or with any persou 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'Minisfer will, if he considers that the
investment is likely to be of significant benefit to Canada, recommend to
the'Government that it be ailowed. Otherwise, he will recommend that the
Government disallow the investment. The Governmentbwill then make its
decision, énd thé Agency will inform the applicant of it;

If, 60 days afterlan application has been received by the
Agenéy, the Government has not made-a decision 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 pon—eligible-pefson makes a Screenable investment
without getfing permiésion first, he can éubsequéntly be required to giVe‘
notice of the invesfmént,to the Agency in writing. If he fails to give
this notice within the time stipulated, or if the Goﬁefnment 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 detérmihe whether a,prdposed
ihvestment is of significant benefitito Canada: (1) the'effect on the
level and nature of economic activify in Canada, including thé 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 fegard 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~whichAexceedv

Amendment Number 5 | . V ‘ ' B o !
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.33;000,090.‘ After screening of the eétéblishment of new busingsses has .-
begun, the lower limit to the size of a screenable takeover will be
eliminated unless\the(nbn-eligible investor is already cérrying 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 subjecf‘to
review irreépective‘of its sizé. |

Venture.Capital

If a person's businéss consists of providing venture capital
in Canada, then the acquisition of shares in a corporation by‘that'-personvE
in the ordinary course of business does not constitute fhe 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 1ikely_to be found within an international enterprise.'

The first working paper to be based on this material was "Selected
Readings In Laws And Regulations Affectiné Foreign Investment In Canada"
which was issued in December 1969. This was_fqliowed by "Selected Reédings
In Laws And Regulations Affecting Fgreign Investment In Canada, April 1971";.
~5y "Selected Readings In Laws And Regulations Affecting Foreign Investmént
In Canada, June 1971"; by "Selected Readings.In’Laws and Regulations .
Affegting Foreign Investment In Canada, August 1971"; and by "Selected
Readings in Laws and Regulafioné Affectinngoreign Investment‘in-Canada,
September 1971". The present working paper supersedeS'thé~prévious ones.

'The main change from;ﬁSelécted;Readings in Laws and ﬁegulations;
Affecting Fgreigﬁ Investméntvin Canada,'Septeﬁber 1971 is the inclusipﬁ of
An Act to amend the Income'Tax Act. This Act had been given Royal Assent by
the daté«of writing, but had not yet been proclaimed.

- When the previous version was(issued~inu3ept¢mber 1971,‘the
Investment Companies Act and the Canada Development Corporation Act had been
given Royal Assent. They haﬁe‘since been prqclaimed.

No claim is made that the seléction-of éuotétidns{in this or fﬁe
previous\working_papers is exhgustiVe, and the texts quoted should be re-
garded only as.a_guide. Full fefereﬁces ére given to the documentsafrom
which the items have been extracted, so as to assist the reader in finding
,guthbfitative_sources, |

To the best of the-Divisidn's knowledge, the ektracts 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_broédcasting 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

(4ii) the‘classes'of applicants to whom broadcasting licences
may not be issued or to whom amendments or renewals
thereof may not be granted ...

Direétibns 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 Broadcastihg:Act", Revised Statutes of Canada 1970, Chapter B-11,
.. Queen's Printer,‘Ottawa, 1970. B :




" DIRECTION TO THE CANADIAN RADIO-TELEVISION COMMISSION
PURSUANT TO SECTION 27 OF THE BROADCASTING ACT

1. The Canadian Radlo-Telev151on Comm1891on is hereby.
directed that on and after the twelfth day of Jamuary, 1971 broad-
casting licences may not be issued and renewals of broadcasting
licénces 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
o corporatlons, and

(v) governments of countries other than Canada or of polltlcal
subdivisions of coéuntries other than Canada and agents of such
governments. -

L., TFor the purposes of this direction, an "eligible
Canadian corporatidn" 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 officers are Canadian citizens;
and

(¢) 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 pald-up capital, are beneflclally
-owned by Canadlan citizens. or by corporations other than.
corporations that are contrélled directly or indirectly by
citizens or subJects of a country other than Canada;

except that, in any case where in the opinion of the Comm1551on,
notwithstanding that the corporation is one to which subparagraphs
(a), (b) and (c¢) apply, the corporation is effectively owned or
controlled either direetly 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 described in
paragraph 2, the corporation shall be deemed ‘not to be an eligible
Canadlan corporatlon.

5. With respect to any shares of a corporatlon 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 individuals 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 pre51dent
gecretary or treasurer of the corporatlon, or by any ‘other officer
or person: thereunto duly authorized by the board of directors or
other governing body of the corporatlon 1nd1cat1ng

(a) that according to those records the individuals who hold the
- shares are individuals having addresses in Canada; and *

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




¥ . Source:

6. An applicant for the renewal of a broadcasting licence

that was outstanding on the lst 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)

(v)

(a)

(b)

‘the Commission is satisfied that it would not be contrary to the
. public interest to grant the renewal applied for by the appllcant,

and

the Governor in Council, by ordér, approvesvof the grant of the

renewal after submission to him by the Commission of the application,

together with a statement of the Commission's reasons why it is
satisfied that it would not be contrary to the publlc interest
to grant the renewal.

7 Nothing in this. direction shall be construed as 1imiting

the power of the Governor in Council to direct that amendments
of broadcastlng 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 descrlbed in paragraph 2, or

the power of the Canadian Radlo—Telev1sion 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.

"Broadcasting'Act Direction to the Canadian Radio-Television
Commission", The Canada Gazette, Part II, Vol. 103, No. 23, SOR/69-590
P.C. 1969-2229, P-D. 16§5-1698 Queen s Printer, Ottawa, 1969.

”Broadcastlng Act, Dlrectlon to the Canadlan Radio-Television
Commission", The Canada Gazette, Part II, Vol. 105, No. 2, SOR/71~33,
P.C. 1971—37, PePe 86 87, Queen's Prlnter Ottawa, 1971.
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BANK ACT

Qualification of provisional directors

Sec. 10 (&) At least three-quarters of the provisional directors
shall be Canadian citizens ordinarily resident in Canada. 1966-67,
c.87, s.l10.

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 fall to comply with subsectlon (3).

Disqualification of directors
‘Sec. 20 (2) A director ceases to be a director if
(b) 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 ' i .

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

(b) a. corporatlon incorporated,. formed or otherw1se organlzed
: 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 1nd1rect1y by
- non-residents as defined in any~of paragraphs (a) to (ec),

(e)x a trust

{i) established by a non~xesident as defined in any of
* paragraphs (b) to (d) other than a trust for the

vadmlnlstratlon of a pension fund for the benefit of.
individuals & maJorlty 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 1nterest, or

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

Shares held 301nt1y

Sec. 52 - (4) Tor the purposes of sections 53 to 57, where a share of
the capital stock of the bagk is held JOlntly and one or more of

the joint holders thereof is a non—re51dent the share is deemed to
be held by a non—re51dent

Change of Btatus. of reSIdent corporation or trust

(5) Where after the 30th day of April 1967 a corporatlon
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. :




leit on shares held by non-residents

Seca 53 (1) The Bank shall refuse to allow a transfer of a share
of the capltal 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 steéck 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 cap1ta1 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) Aif,~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.

(3) The bank shall refuse to allow a transfer of a share

(&) The bank shall not accept a subscrlptlon for a share

No shares to be transferred to & government
of the capital stock/of the bank to
l
(b ) the government of a foreign state or any political subd1v1slon
thereof or an agent of the government of a foreign state or any
polltlcal subdiv151on thereof,
to be made or recorded in»a register of transfers of the bank.
of the’ capital stock of the bank
(a) oae by the government of a forelgn state or any polltlcal
subd1v151on/thereof or an agent of the government of a forelgn
state or any political subdlvlslon thereof. t
Voting by resident nominees of non—re51dents prohlblted
Sec. 5k (1/) Notwithstanding section 31, and except as provided
in section 56/ where a resident holds shares of the capital stock of
the bank in yhe right of, or for the use or benefit of, a non-
resident, the resident shall not, in person or by proxy, exercise
the voting x'ights pertainlng to those shares.
Computing non-resident holdings

. Sec. 85 // (4) Where for any of the purpsses of section 53, the

of

bank requires that the total number of shares of the capital stock of
the bank held by non-residents be established, the bank may calculate
the total number of such shares held by non—re81dents to be the total

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




(b) the number of shares held by all shareholders each of whose
aggregate individual holdings of such shares has 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 numher 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 (l)_ In this section,

Associates of the non-residént

"assoc1ates of the non-resident" means, with reference to any
particular day,

(a) any shareholders assoc1ated with the non-resident on that '
day, and : .

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

'Prescribednday

" "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~ownenship'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 name 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-
re31dent to any associates of the non resident; and

(b) shall not accept a subscription for a share of the capital
. stock of the bank by a non~res1dent,




but if at any time after the 22nd day of September 1964 there is no
one person in whose name or right or for whosé 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 ugse-
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—resldent and
associates on any subsequent day; but this subsection shall not be
construed to prohibit the exercise of voting rlghts in circumstances
‘where section 54 does not apply.

ATransfer.by Nomlnees

(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 1s to : :

(b) the government of a foreign state or any politieal subdivision
- thereof or an agent of the government of a foreign state or any
polltlcal subdivision thereof, ... :

Af 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 a 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 -
_person or as proxy, exercise the voting rights pertaining to such
share until such time as the share is- transferred to a res1dent
unless ~

(a); the ‘total par value of all shares of the capital stock of the
bank held by.the non—resldent is not more than five thousand
dollars, or -

(h)' the percentage of the shares of the capital stock of the bank
held by non-residents. on the lst day of May 1967.does not
exceed

(1) twenty-flve per cent,»or
(ii) the percentage of such shares held by non—resldents on
the. 22nd day of September 1964 if such percentage was
on that day greater than twenty-five per cent
and the total number of such shares held by or for the non-
‘resident and asseciates does not exceed ten per cent of the
total number of the- issued and outstandlng shares of the capltal
- 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 forelgn 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 a 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 lst 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 (k).

1966-67, €87, 8.56,

Prohibitions

Source:

Sec. 75 (2) Bxcept as authorized by or under this Act, the bank
shall not, directly or 1nd1rectly,

(g) at any time after the 3lst day of December 1967 or after such
later day, not being a day later than the 3lst 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 descrlbed in
section 56. :

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

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 Canadae.

(5) The election or appélntment 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 thereof ceases to comply with the requirements of
subsectlon (). :

'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) é person.who is not a Canadian citizen ordinarily resident in

Canada,

(b) a corporation, association, partnership or other organization
: incorporated, .formed or otherwise organized elsewhere than in
. Canada, or

‘(¢) 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 Canadlan
 citizens ordinarily resident in Canada. \

() Subsecﬁion (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 name or right of, .or for the use or
benefit of, any person, corporation, association, partnership or
organization mentioned in paragraph (1) (a), (b) or (c).
1957-58, c.11. Se3e |

/!
Sec. 18, (1) 1In Fhis~section'and sections 19 to 22,
. [ .

!
. [
"non-resident" means .
- . . / - . R . ‘
(a) an individuaﬂ who is not'ordinarily resident in Canada.

(b). a corporatlon 1ncorporated formed or . otherw1se organized,
élsewhere than in Canada. ' :

(c) a corporatilon that is controlled dlrectly or indirectly by
non—re51de?ts as defined in paragraph (a) or (b).>

(d):'a trust e,tabllshed by a non-resident as deflned in
_paragraph/(a) (b), or (c), or a trust in which non-residents .
as so deflned have more than flfty per cent of the beneficial:
1nterestA or

(e) a corporatlon that is controlled dlrectly or 1nd1rect1y by a:
trust mentioned in paragraph (d);

/
/
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Shares held jointly '

(5) 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.

Iimit on shares held by non-residents

Sec., 19. (1) The dlrectors of a life company shall refuse to
allow in the book or books réferred 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 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-re51dents,

(b) 1f, 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-fivée per cent of the total number of issued and out-
standing shares of such stock; '

() 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 thetotal number of shares of the capital stock of the
company leld 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
“issued and outstandlng shares of such stock. - :

Penaltz.

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.

(3) . Default in complying with. the provisions of this A
section. does not affect the validity of a transfer 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 not. exceeding five -
thousand dollars or to imprisonment for a term not exceeding one -
year or to both. 1964=65, c.lU0, s.3.

Voting rights of nominees

- Sec. 20, (l) Where a re51dent holds shares of the capltal stock of

a-life company 'in the right of, or for the use or benefit of, a non-
resident, the res;dent_shall not, either in person-or by proxy,
exercise the voting rights pertaining to those shares.
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Vbting rights of non-residents

Penalty

Definitions

: . (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 .

~ (b) 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 outstandlng shares
of such stock.

(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 1mprisonment for a term not exceeding one year or
to both,

Sec. 22. (1) In this section

Associates.of the non—resiﬁent

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

(a) any shareholders a55001ated with the non—re51dent 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 sharehOIders°

Prescrlbed day .

_ iﬂprescribed 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 sectlon L,s5,

in the case of a corporation continued as a corporatlon 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 name or right of or for the use or benefit of the.
non-resident and associates of the non-resident on that day.

N
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Exception for non-resident ownership of company

(2) . Where more.than 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

_ (3) 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 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 for the use or benefit of the non-resident may.
notw1thstand1ng subSectlon 20(2) be exercised, in person or by proxy,
50 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 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 re51dent for the use or benefit of a non—res:l.dent.

Stock spllts f

A (5) Where on or after the prescrlbed 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, notw1thstand1ng
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 rlght of or
for the use or beneflt 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 referred 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

Source:

(9) In determinlng for the purposes 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 circumstancesj and the directors are not liable
in any action for, anything done or omitted by them in good faith ‘
as aresult of any conclusions made by them on the basis of any such
statements or knowledge. 1964=65. ¢ 40, s.3.

"Canadian and British. Insurance’Companies Act'", Revised Statutes of
Canada, 1970 Chap. I~l5, Queen's Prlnter, Ottawa, 1970.

"Canadian and British Insurance Companles Act", Revised’ Statutes of
Canada, 1970, lst supplement, Chapter 19, Queen s Prlnter, Ottawa,

1970.
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LOAN COMPANIES ACT

Directors

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

Definitions

Sec. Lk, (1) In this section and sections ﬁS 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), (b) or (¢), or a trust in which non-residents as so defined
have more than fifty per cent of the beneficial interest,
or

(e) a corporatlon that is controlled directly or 1nd1rectly by a

trust mentioned in paragraph (a).

Shares held jointly

Limit on

(3) For the purposes of sections 45 to 48, where a qhare
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.h0, s.38.

shares held by non-residents

Sec. U5. (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;:

(b) 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; '

(¢) 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 him, if any to exceed ten per cent of the 1ssued and
outstanding shares of such stock.
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Allotmernt to non-resident

Penaltx

(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.

(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 lisble 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 capltal 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 rlghts pertaining to those shares.

Voting rights of non-residents

Pehaltx h

. (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—res1dent 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 assocxated with the non—resldent, 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'outstahding shares
of such stocks '

(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. : X

Definitions

See; 48, (1) 1In this section,

Associates of the non-resident

"assoc1ates 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 non-resident on that day
_were such persons and the non-resldent themselves shareholders,
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M"Prescribed day" means

‘(a) the 23rd day of September51964, 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
which' this Act applies and incorporated after the 23rd day of
.September 1964, and

; (¢) the date of the issue of letters patent pursuant to section 7,
i . 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 name or right of or for the use or benefit of the
non—re51dent and associates of the non~re51dent on that day.

Exception for non-resident ownership

(2) VWhere 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—re81dent 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 individﬁal non-resident

(3)/ Where at the commencement of the prescrlbed day the

number of shares of the capital stock of a company held in the rame
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-rebldent exceed ten per cent of the number of shares of
such stock at’ that time issued and outstandlng, 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 46 (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 eithe¢r the percentage 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 non-resident
and assoc1dtes on- any ‘subsequent day; but this subsection shall not be
construed mo prohibit the exercise of votlng rlghts in circumstances
where sec710n LE does not apply.

Change of status of/corporate resident

/

/ (4) Where after the 17th.day of March 1965 a corporatlon :
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 a non-resident shall be
‘deemeda for the purposes of sections 45 and 46, to be shares held by
a resxdent for the use or beneflt of a non-resmdent.

Stock splits

(59 Where on or after the prescribed day the par va]ue of
shares of the cap1tal stock of the company is reduced, the. directors
of/the company may, notwithstanding subsection 45 (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
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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

b o (7) If at any time on or after the prescribed day and
i 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 name or right of or for the use or. beneflt of
any non-resident. :

. . R ‘ : . L
Conclusions reached by dlrectors re residents or non-resident status

(9) In determlnlng for the purposes of sectlons Ly 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 dutles 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 dlrectorsAare 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. 196465, c.bo, s. 38 ‘

Source: "lLoan Companies Act!, Rev1sed Statutes of Canada, 1970, Chapter I-12,

Queen s,Prlnter, Ottawa, 1970.

"Loan Gompanles Act" Rev1sed Statutes. of Canada, 1970, lst Supplement,
Chapter 24, Queen's Prlnter, Ottawa, 1970.




W

- =19 -

“TRUST COMPANIES ACT

Directors
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,

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

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

(d) a trust established by a non—res1dent as defined in paragraph
(a), (b) or (¢), or a trust in which non-residents as &0
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 jeintly

(3) TFor 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., 1964-65, c.k0, s.20.

Limit on shares held by>non—residen£s

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 capltal stock of the company to a non-
re51dent '

(a) 1f, when the total number of shares of the capltal stock of
( o the company held by non-residents exceeds twenty-five per cent
s ‘ .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;

(b) 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 A
number of such shares of stock held by non-residents to exceed .
twenty-five per cent of the total number of issued and out-
_standlng shares of such stock;

(¢) if, when the total number of shares of the capltal 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

(a) - 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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theientry'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 1ssued 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.

(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 punisiable 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.h0, 8.30.

Votiné rights of nominees

Penalty

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 4l (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-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

() any shareholders assoolated with the non—resldent, or

(b). any persons who would, under subsection %7 (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 outstandlng shares
of such stock. :

'3) Every person who knowingly contravenes a provismon
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 K for a term not exceeding one yeary or to both.

- Definitions

Sec. 41, (1) In this'seotioh,

Associates of the non-resident

"agsociates. of the- non—re51dent" means, with reference ‘to any
particular day.

‘“(a)‘ any shareholders ass001ated with the non~re51dent on that day,

and

(b) any persons who would, under subseetion 37 (2), be deemed 4
to be shareholders associated with the non~resident on that '

day were such’ persons and the non—resldent themselves
shareholders, .
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Prescribéd 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 applles and 1ncorporated 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 assoéiates 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

(3) Where at the commencement of the presribed day the
rumber 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 outstandlng, 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 subsectlon 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 percentage 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 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 39 does not apply. ‘ :

Change of status of corporate resident

: ;“ : ) Where after, the 17th day ‘of March 1965 a corporatlon
that was at any time a resident becomes a non-resident, any shares of
" the capital stock of the company - acqulred by the corporation while it
was a resident and held by -it while it is a non—re51dent 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—re51dent.~
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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 rlght
of or for the use or beneflt 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 sectlon 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 beneflt of
any non-resident.

Conclusions reached by directors re resident or non—resident status

Source:

~ (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.ho, s. BO

"Trust Companies Act", Rev1sed Statutes of Canada 1970, Chapter T-16,
Queen s Prlnter, Ottawa, 1970

 "Dpyst Companies_Act" Revised Statutes of Canada, 1970, lst

Supplement, Chapter 47, 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, et 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,

(i1) is ordinarily resident in Canada;

and

(iii) has practised his profession in Canada continuously
during the six consecutive years 1mmed1ately 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) 1In this section and sections 11 to 17,
CorEdration

(a) ”corporatlon" 1ncludes an association, partnershlp or other:
organization;

Non-resident

(b) “non-resident" means
(i) an individual who is not ordinarily resident in Canada,

(i1) a corporation incorporated, formed or otherwise organized,
elsewhere than in Canada,

(iii) a corperatibn 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 :

GV) a corporation that is controlled directly or indirectly
by a trust mentioned in subparagraph (iv);
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Residentf

(c)

"resident'" means an individual, corporatlon or trust that is not

a non-residentj and

Sales Finance Company

(a)

"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 merchandlse
or servicesj '

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 (b) 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 j01ntly

(k) TFor 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—re51dent, 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 df any share of a
class of shares of the capital stock of the company to a non-resident

(a)

(b)

(c)

(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;

~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 nonw
residents to exceed twenty-five per cent of the total number of
issued and outstanding shares of suchcdass; . :

Vlf 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

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, is ten per
cent or less of the total number of 1ssued 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.




Allotment to non-resident

Penalty

(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 Corporatlons
Act to be kept by the company would be required, under subsection

(1), to be refused by the directors.

(3) Default in complylng 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) Vhere 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, exerc1se the votlng rights pertalnlng to those shares.

Voting rights of non-residents

_ Penalty

. -glass held in the name or right of or for the use or benefit of

- (2) Subject to subsection (3) of section 1k, 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

(a) any shareholders associated with the non—resident, or
(b) any persons who would, under subsectlon (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 outstandlng shares .
of such class, :

. (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 1mprlsonment for a term not exceedlng one year or to
both. : :
Definitions

Sec. 14. (1) 1In this section,

Associates Of the non-resident

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

.particular day,

(i) any shareholders assoclated with the non~resident on
‘that day, and




Exception

- 26 -

(i1) 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) T"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 1ncorporated 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 agein 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

(¢) "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 theé 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 the 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 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 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. ~ :

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 rlght 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 the non-resident and associates does

not exceed either the percentage of shares of such class held by or

- for 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.




- 27 -

i

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 1l
and 12, to be shares held by a resident for the use or benefit of a
non-resident. '

Transferring beneficial holding

(5) The directors of a sales finance company may, notw1th—
standlng section 11, 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 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

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 ‘

. . [

(8) In determining for the purposes of sections 10 to 13 I
N

|

|

|

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 b351s 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 dlsposal 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, c.)3, 19-20
Elizabeth 11, 1970~71 Queen! s Prlnter, Ottawa 1971
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CANADA CORPORATIONS ACT

~ Definition of constrained share company

Sec. 41.1 (1) In this section "constrained-share company"
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
gignificant or controlling interest, directly or 1nd1rectly,
in its shares or any class or claSSes thereof if

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

" (1) 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

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

(1) under any Act.of the Parliament of Canada or
any regulation thereunder for any.licence or
permit to carry on or continue its undertaklng
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 & significant or controlling interest
directly or indirectly through the holding of shares in a
federally incorporated trust, 1nsurance, loan, small loans or
sales finance company.

Application: for supplementary letters patent

(L) 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 Spe01al Provisions Applicable to Constrained-share Companles
set out in the Schedule apply in respect of a constralned— hare
company .
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Disclosure of company's status

_ (6) When a companyAbeCOmes'a constrained-share company,
the company shall thereafter disclose that it is a constrained-share
company and in what respect it is a‘constrained~share company in
(a) any share certificates issued by the company,

(b) 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,

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

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

(7) Every person who, being a director, officer, employee

or agent of a.constrained-share company, 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 sét 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 exceedlng one year or to both,

(9) A company that contravenes subsectlon (6) of this
section is guilty of an offence and liable on summary conviction to a

:flne not exceeding five thousand dollars.

"SCHEDULEM

SPECIAIL PROVISIONS APPLICABLE
TO CONSTRAINED-SHARE
COMPANIES

Definitions

1. (1) In these provisions, -

Associates

"associates" means, with reference to any person,
(a) any shareholders a55001ated with that person, and
(b) ‘any persons who would, under subsection ()) be deemed to be

shareholders associated with that person if both he and such
persons were shareholders;

Canadian

"Canadian' means

(a) a Canadian citizen,




- 5 -

(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,

(¢) a trust establlshed by a Canadlan cxtlzen 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
(1)  that'is incbrporated 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 slmllar officers
are Canadian 01t1zens, and
(iii) of whlch, if 1t.1s a body corpofaté 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 withln the meaning of this .
paragraph;

Constrained-class

"constrained-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 corporatlons, as the case may be, from qualifying for any
1lcence)or permit pursuant to any Act descrlbed in subsectlon
k1.1 (2

(b) 'preclude, under an Act of the Parliament of Canada, the exer01se

" 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 it holds shares, at a meeting of the shareholders of such
trust, 1nsurance, loan, small loans or sales finance company,

but if the "constralned-class" pursuant to that Act are non—resxdents 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

"gross. 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 prescrlbed percentage" means, wlth reference to the total

rnumber 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 by or for any one member of the constralned-

class at that time;

Non—Canadian

. ! . . » . . -
"mon-Canadian" means a corporation, individual or trust that is not
a Canadian;

Non-~resident

"non-resident" means

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

Canadian citizen,

(b) a corporatlon 1ncorporated, formed. or otherwise organlzed,
" elsewhere than 1n Canada,

(¢) a corporatlon, of whlch the majority of,the directers, 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 non=residents 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 -

 "prescribed day" means, in respect of a company that becomes a

constrained-share company by supplementary letters patent, the day
that the company becomes a constrained-share company;

Register

"register" means aﬂy register or branch register'df transfers of
shares of the capital of the company or any register of shareholders
of the company, as the case may be;

'Resident

"re51dent" means a corporation, 1nd1v1dual or trust that is not a
non—re51dent' and

Voting shares

"voting shares' means the shares or cléss_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, s0 provide, the shares or classes of shares
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(e)
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to which are attached any right to vote upon the happenlng of
a stated event, -

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

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

Meaning of referenees to shareholding

(a)

(b)

(c)-

(1) For the pﬁrposes of these provisions,

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;

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

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

(a)
(b)

(c)

(a) -

directly or indirectly by the same individual or corporation that

(e)-

()

- (g)

one shareholder is a corporation of which the other shareholder is
an officer or director;

one shareholder is a partnership of which the other shareholder 1s
a partner;

one -shareholder is a corporation that is controlled directly or
indirectly by the other shareholder;

both shareholders are corporatioﬁs and one shareholder is eontroiled
controls directly or indirectly the'other shareholder-.

both shareholders are members of a voting trust where the trust
relates to shares of the company,

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

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 prov151ons, 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

Saving

!

(5) TFor 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 eilther dlrecply 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 £he outstanding debt of a corporation or 1nd1v1dual

or by any other means whether of a.like or different nature.

(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;

(b) two shareholders that are corporations and .at least one of which
is not a member of the constrained-class shall not be deemed to
‘be 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 §

(¢) if the letters patent or supplementary letters pdtent 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 more.than the value or number
- gpecified. in the letters:-patent. orssupplementary 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 .-

(l) The directors of a constrained-share company shall refuse to

<allow ‘& transfer of a share of. the company to be made or recorded 1n .

the reglster of. the. company

(a) if, when the total number. of voting shares of the company held
by or for members of the constralned-class exceéeds the gross

prescribed percentage for the company, the transfer would increase _‘

the percentage of such shares held by or for. members of the
._constralned-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 prescrlbed percentage for the company, the transfer
would cause the total number of such shares held by or for members
~ofl the constrained-class to exceed the gross prescribed
percentage;
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(¢) 1if, 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

members 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 pércentage 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 msy allow a transfer of .any voting -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 ev1dence 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

Ser (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
» . ciréumstances_whéré-if the subscription were a transfer of the
v voting share the directors would be required under section 2-
of these provisions to refuse to allew the transfer to be made
_ or recorded; but in the case of a subscription pursuant to an
S : : 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.

Exception

(2) Subject to paragraph 1 (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 dlrectors may’ accept any subscrlptlon.

(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 not a member of the- constralned-class,

- _— ' and

(¢) 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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default -

U4, 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 subscrlptlon for a
share of the company.

Voting rights restricted

Exception

(1) Except as otherwise provided by section 7 of these provisions,
where a person who is not a member of the constrained~class holds
shares 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) 3Bxcept 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.

(3) Vhere 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

- No voting

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.

of shares'of'"taken?over" shareholder

" Effect of

(4) Where, after the commencement of thé“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 constrained-class and held by it while it is a member
of that constrained-class shall not be voted at any meeting of the

‘company. .

contravention

) By-laws

(5) 1If a provision of this section is contravened at a general
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 contraventlon occurred voidable at the option of the
directors of the company by ayby—léw duly passed by the directors.
and sanctioned by two-thirds of the votes cast at a special general | .
imeeting of the shareholders called for the purpose. - - ’

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 restrlctlng the generality
of the foregoing, the directors may make by-laws




L

(a) requiring phy 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, ’

(1ii) 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,\ihformation
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;
(b) 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) pfoviding 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) Vhere 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‘foflthe purposes of these statutory

-provisions whether a person is 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 totsl 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) ithe number of voting shares held by all sharehblders whose
recorded addresses are places outside Canadaj and

(b)  the number of voting shares held by all shareholders vhose

‘recorded addresses are places within Canada but who, to the
 knowledge of the directors, are non-residents;
) ~ L Sl

N
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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 dasy 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

Exception

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 prescrlbed percentage.

for small holdings

A

(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 constralned-Share company, and

(b) the total par value of voting shares, or total number of
voting shares, 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 number 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

e (1) Notw1thstand1ng section 2 or 3 of these provisions,

where it is necessary for a constrained-share company to reduce -

the total percentage of its voting 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 constralned-share company .

- exceeded the prescribed percentage for the company, the dlrectors,

80 long as. the total number of voting shares held by or for all

members of the constralned-class exceeds the gross prescrlbed
percentage,

‘ (a) shallvrefuse to allow a transfer of a voting share of the

-‘company to a member of the‘cdnstrained-class to be made or
recorded in the register of the company; and

(b)  shall not accept a subscrlptlon for a voting share of the
company by & member of the constralned-class.




c ey

Exception for individual holdings

(2) VWhere at the commencement of the prescribed day the
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 him 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 provisionsidoes not apply."

i
1

Source: . "Canada Corporations Act", Revised Statutes.of Canada, 1970, lst

Supplement, Chapter 10, Queen's Printer, Ottawa, 1970.

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

‘-PART v
' 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 prov1ded, and also in all Acts amending
such Act

"gompany"

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

”SpeEial Act!
"Spe01a1 Act'' means any Act incorporating a
company to which this Part applies, and with which this Part is so
incorporated, and includes all Acts ammending such Act;

Companies subject to this Part

Sec.s 162. (1) Except as aforesaid, this Part applies to every
‘ : joint stock company incorporated subsequently to the 22nd day of
S : ~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

Act, this Part is incorporated with the Special Act and forms
part thereof and shall be construed therewith as forming one Act.

Bxception by charter

(2) Any of the provisions of this Part may be excepted
from incorporation with the Specisl 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.8., c. 53. 150.

Provisional directors

~.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 & 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
o resident in Canada, and subjects of Her Majesty, by birth or natura-
lization. R.:8. c. 53, s. 155. ‘

"Canada Corporations Act'" Revised Statutes of Canada’ 1970 Chapter C~32,

-  ‘Source:
Queen s Printer, Ottawa, 1970.

Amendment Number 3

; | ‘ the undertaking and not expressly varied or excepted by the Special |

Sec. 166. The persons ﬂamed as such, in the Special Act, shall .
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CANADA MINING REGULATIONS

Sec. 2 (l) These regulatlons 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

(b) public lands as defined in the Public lLands 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.

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 flfty per cent of the 1ssued shares of
the corporatlon are beneficially owned by

(4) persons who are Canadian 01tlzens,

(B) corporatlons that meet the quallflcatlons set out
in subparagraph (11), 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 ownershlp of the corporation, or

(iii) that the shares of the corporation are wholly owned by
' a corporation that meets the qualifications outlined in
subparagraphs (1) or (ii) of this paragraph

(6) No lemse shall be issued, granted renewed, a551gned

" or transferred to any person who has not . quallfled under this

sectlon to be granted a lease.

Transfer of a mineral claim held under a lease

Source:

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

_"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—7H€

Queen's Printer, Ottawa, 1962.

"Terrltorlal Lands Act" The Canada Gazette, Part II, Vol. 100,

No. &, SOR/66 -80, P.C. 1966-21# p. 223, Queen's Prlnter, Ottawa, -

1966.




CANADA OIL AND GAS LAND REGULATIONS

Exploratory Licences

Sec. 24, . (1) Any individual who is twenty-one years of age or over
may submlt 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
i 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.

(M) Every person who submits an application for a licence
shall forward his application to the Chief or Oil Conservatlon Engineer,
together wlth the fee set out therefor 1n Schedule A.

Sec. 25.. (1) Upon receipt of an. appllcatlon referred to in
section 24, the Chief or the 0il 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 publlc interest requires, a permit may be issued
for part of a grid area or 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 1ndiv1dua1 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 cbfpdration 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
oo | (a) ‘au-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 bu51ness

in- | any province may, with respect to Canada lands outside the
Northwest Terrltorles, ‘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.

Sec. 55 (1) Upon applicatien to the Minister, a permittee shall
be granted an oil and gas 1ease. : i

L (2) An 011 and gas lease 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 w111
be the beneficial owner of the interest to be granted;

(b). to a corpofation_incorporated outside of Canada; or
(¢) to a dorporétioh 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

(i1i) 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.ﬁhe corporation are wholly owned by
‘a corporation that meets the gqualifications outlined
in sub-paragraph (i) or (ii) of this paragraph.

Transfer of Permit or Lease

? . NOTE:

Source:

Sec. 73. (1) No o0il and gas lease shall be transferred to

(a) a person to whom the granting of an oil and gas lease is
prohibited under subsection (a) of section 55; or

(b) to a corporation unless the corporation satisfies the Minister
that persons who are Canadian citizens will have an opportunity
of participating in the beneficial ownership of the corporation.

"Perritorial Lands Act, Public Lands Grants Act, Canada Oil and
Gas Land Regulations, Canada 0il and Gas Drilling and Production
Regulations", The Canada Gazette, Part II, Vol. 95, No. 12,
SOE/BI-?B}, p.C. 1961—797, p. - 605-564, Queen s Prlnter, Ottawa
1961

"Perritorial Lands Act-,Pubiic Lands Grants Act, Canada 0il and Gas

- Land Regulations, Canada 0il and Gas Drilling and Production
-Regulations" The Canada Gazette, Part II, Vol. 103, No. 16,

‘SOR/69-415, P.C. 1969-1584, p. ll65~1166, Queen's Printer, Ottawa,
- 1969. . ) . )

The Territorial Lands Act refers to lands in the Northwest Terri-
tories or in the Yukon Terrltory 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). V




- NORTHERN MINERAL EXPLORATION ASSISTANCE REGULATIONS

o 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

(1) 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 corporatlon
' described in paragraph (a) or (b) of subsection (Bb) of section
824 of the Income Tax Act, that is elther .

‘:(i). a private corporation whose issued and outstanding shares
are beneflclally owned . :

(A) by Canadian citizens

(B) by one or more corporatlons descrlbed in subparagraph
- (ii), or

®) partl& by Canadian citizens and partly by one or more
. public corporations described in subparagraph (i1),.

- 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 attadhed-to. all the shares

of the private corporation issued and outstanding, be voted

by the holdérs- thereof,

(ii) a public corporation whose common shares are. listed on a
Canadianvstock 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 outstandlng, be voted by the
holders thereof; and .

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

(1) that satlsfles the Mlnlster 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,




- Source:

NOTE:

\

(ii) whose issued and outstanding shares are not beneficially -
owned by one or nore 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 (1), (ii),
cor (iii) of paragraph (b).

"Appropriation Acts''. The Canada Gazette, Part II, Vol. 100, No. 17,

SOR/66-40k, P.C. 1966-18KL, p. 1241-1251, Queen's Printer, Ottawa, 1966.

"Appropriation Act No. 9, 1966". The Canada Gazette, Part II, Vol.1l01,
No. 23, SOR/67-584, P.C. 1967-2223, p. 1816-1819, Queen's Printer,
Ottawa, 1967.

2/

Nofthern Canada méans

"All that part of Canada north of a line following the
31xteenth 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 Island, thence

. along the south shore of Southampton Island to Seahorse Point, thence

to Lloyd Point on Foxe Peninsula, thence along the low water mark
of 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 61°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 re deduction of interest by certain corporetions

. Sec. 18. (&) 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
(i1) 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
3 : 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, C

(D) the corppratidn'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)) immediately 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 ekpressions in subsection (4)

(5) In subsection (4), "outstanding debts to specified non-
residents' 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,

(1) 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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(i1) a person described in clause (1)(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 1nvestment corgoration.

Sec. 133. ~ (8):

(d) 'mon-resident-owned investment corporation' means a corporation
incorporated in Canada that, throughout the whole of the period
commencing on the later of June 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:

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

~ (A) beneficially owned by non-resident persons (other than
any forelgn 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;

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

¢:9) oWnership of or trading or dealing in bonds, shares,

debentures, mortgages, hypothecs, bills, notes, or other
similar property or any interest therein, ' g

(B) lending money with'or without secnrity;

(C) rents, hire of chattels, charterparty fees or remuneratlons,
annuities, royalties, interest or dividends.

(D) estates or trusts, or
(E) disposition of capital property;
(11i) 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) 1its principal business in each taxation year ending in the
period was not

(A) the making of loans,.or‘

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

(v) it has,'not:later than 90 days after‘the commencement of
its first taxation year commencing after 1971 elected in.
prescribed manner to be taxed under thisrsection; and




(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 investment corporation unless’ each of the pre-
decessor corporations:wasy: immedlately before the amalgamgtlon, a
non-resident-owneéd" investiient corporation; and - . b

|

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 deemed 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, "person", or any word or expression .
descriptive of a person, 1nc1udes 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 Ganada to which
the context extendss L
Non-resident

"Non~-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 periodlcal if

(a) throughout the perlod 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

(b) 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

1f such special issue or edition is devoted to features or news related
primarily to Canada and the publishers thereof publish such an issue

or editlon 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
(b) any publication the principal function of which is the .

encouragement, promotion or development of -the fine arts, letters,
scholarship or religion. c

Definitions

(5) In this section,

Canadian issue
(a) "Canadian issue" means,

(1) 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 spec1al
issue,

(A) the type of which, other than the type for advertlsements
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 issué 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)'""Canadianﬂnewspaper or periodicalﬁ means a newspaper or periodical
" the exclusive right to produce and publish issues of which is held
by one or more of the following. :

1~ _ (i) a Canadian citizen

(i1) 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 citlzens,
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(1ii) 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 Canadaj

Issue of a non-Canadian newspaper or periodical

(c) missue 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:
pald 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 reppoduction 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. : 3

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 corporatlon an
amount equal to 25% 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

(1i) 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 Wthh the corporatlon's taxable income
.for the year exceeds the aggregate of

(1) 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 corporationfs business limit for the year, and
(d) the amount, if any, by which the corporation's total business

1imit for the year exceeds its cumulative deduction account at
the end of the immediately preceding taxation year, . -

.ekcept that'in applying this section for a taxation year after the

1972 taxation year, the reference in this subsection to "25% shall be
read as a reference to '"24%" for the 1973 taxation year, "23%'for
the 1974 taxation year, "22%" for the 1975 taxation year, and '"21%"
for the 1976 and subsequent taxation years. :

business limit and total business limit
(2) For the purposes of this section,

(a) a corporation's "business ' limit" for a taxation year is $50,000,
and .

(b) its Mtotal business limit" for a taxation year is $400,000,

unless the corporation is associated in the year with one ox more
other Canadian-controlled private corporations in which case,
except as otherwise provided in this séction, its business limit

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

Associated coxporations

(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 amount so allocated or the aggregate
of the amounts so allocated, as the case may be, is
$400,000, and . o ~

(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 i$ the amount
'so allocated to it under subparagraph (b)(ii).

_Failure to file agreement

Where two

. (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 motice 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 o

(b) .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, notwithstanding subsection (2) the
bu%iness limit for the” year of each of the corporations is
the* amount’ so ‘allochted "to “it tnder paragraph (a) and the
total business limit for the year of each of the corporations
is the amount so allocated to it under paragraph (b).

taxation years ending in same 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 1s
nilc

Definitions

(6) In this section,

Canadian-controlled private 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 manmner
whatever, by one or more non-resident persons, by one or more
public corporations or by any combination thereof; and

Cumulative deduction_gccount

(b) "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

(i1) 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
. i .

Sec. 190, Where at any time in a taxation year and after 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) 1its 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 undex Part 1 for the year,.

(1) 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 I 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.

TInterest

- (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
Part I are applicable mutatis mutandis to this Part.

Tax on dividends from Canada qf-non-residents

. A L
Sec. 212." (2) Every non-resident person shall pay an income tax of
25% on every amount that a corporation resident in Canada pays or
credits, or is deemed by Part I 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 anadiah ownership

(3) Notwithstanding subsection (2), where the corporation
referred to in that subsection has a degree of Ganadian ownership in
_ _ the taxation year of the corporation during Which the dividend is
e - : : so pald or credited to the non-resident person 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 GCanadian 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-ddy period ‘commencing 60 days before
the first day of the year,

(a) the corporation complied with the following conditions:
(1) the corporation.Waé 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 éxchange
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

- (111) where the ygaf commenced after 1964, the number of directors
who were resident in Canada was not less than 25% of the
total number of directors of the corporationg
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(b) the corporation complied with the conditions specified
in subparagraphe (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 representing 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

(D) any comblnatlon of persons described in
"~ clause (4), (B) or (¢Y,

(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 I for the year, pay a tax under this Part for

" the year equal to 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 corporatlon was resident in Canada at any- t1me
in the year, the amount claimed under paragraph (1) 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 dlspositlon
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
$ - o - disposition of any such property, and

v




(e

(£)

(g)

(h)

(1)

' exceeds

(11) 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'.

the tax payable by it under Part I 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, :

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 I 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,

where the corporatlon was re51dent in Canada at any time in
the year. :

(1) the amount deducted under section 126 from the tax
for the year otherwise payable by the corporation
under Part I, and

(ii) 1/2 of the lesser of the corporétioﬁ'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
d15p051t10ns of property as were from sources
in countrles other than Canada

exceeds

(B) the aggregate of such of its losses for the
year from bu51nesses or properties and its
allowable capital losses for the year from
dispositions of property as were from sources
in countries other than Canada,

where the corporation was, at the end of the year, carrying
on business in Canada, such amount as the corporation may
claim for the year, not exceedlng the amount prescribed to
be its allowance for the year in respect of 1ts investment
in property in Canada, and

where the corporation was resident in Canadé at ahy time in
the year, such amount as the corporation may claim for the

year, not exceeding the amount, if any, by which

(1) 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

(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.
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- Bxempt corporations

(2) No tax is payable under this Part for a taxation
year by a corporation that was; throughout the year, :

(a) a bank,
(b) a corpofation 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 1nvestment 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 bus1nesses in
‘Canada,

it 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 it has so elected to deduct.

Additional tax on non-res1dent 1nsurer

(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
7 . Part I for a taxation year, pay a tax for the year equal to 25%
of the amount, if any, by whlch

~ (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 & return under -
Part 1 for the year, of the Canadian assets owned by it
at that tlme.




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 provxslons of thls Part may be cited 88 the Income Tax
Appllcatlon Rules, 1971 a - . :

Definitions
' 8. 1In 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 belng
amended by section 1.

Application of Parts

Application of s.l of this Act

9. Subject to fhe provisions of the amended Act and subject to
this Part, section 1 of this Act applies to the 19?2 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 credlted 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 thereof payable by the non-resident person~on the amount,

(a) the references in subsectlons 212(1) and (2) thereof to N5
shall be read as references to "15%";

(b)  the reference in subsectlon 214(7) ‘thereof to "h/}" shall
~ be read as a reference to "100/85"; and ‘

(c). the reference‘in subsection 212(5) thereof to "25%" 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 "15%'"." .

(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
Part-is payable by it for the taxation year that the number of.
days in that portion of theé 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. .

of interest by certain corporations

Deduction

20, 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

544 For the purposes of section 125 of the amended Act, Where a

- corporation has a taxation year (in this section referred to as the

Source:

‘Note:

"particular taxation year") part of which is before and part of which -
is after the commencement of any of the calendar years 1973, 1974,

1975 and 1976 (in this section referred to as the ”particular calendar
" year!), 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 is in the
particular calendar year, is of the number of days in the
- whole of the particular taxation year, ‘and

(b) that proportion of the percentage so referred to for the
taxation year immediately 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 number of days in the
particular taxation _yeéar. :

e L s [P,

The House of Commons of Canada, Bill C=259 An Act to. amend the Income

Tax Act, as passed by the House of Commons 17th December, 1971, Third

session, Twenty-Eighth Parliament, 19-20 Elizabeth II, 1970-71, Ottawa,
Queen' s Printer, 1971.

It is understood that An Act to amend the Income Tax Act will be publlshed

. as Chapter 63 of Revised Statutes of Canada, 1970.
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TELESAT CANADA ACT

Definitions
Sec. 2. In this Act,.

Statutory conditions

”statutory conditions" refers to the conditions set out in Schedule IT;

Qualifications of Directors

Sec. 13. (1) Subject to subsection 88 (4) of the Canada Corporations
Act, any Canadian citizmen 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 d1reotor of an approved telecommunlcatlons
common carrier :

;is qualified to be a director of the company elected by the holders
|of common shares of the company who are persons who fulfil the
statutory conditions.

Disqualification of Directors

(2) M 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 Canadal

(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, 1nclud1ng ‘the president.
and any vice-presidents appointed pursuant to subsection 15 ),

. shall be Canadian citizens, and no such officer shall be in receipt -
of a salary from any source other than the company or be a director .
or shareholder of an approved telecommunications common carrvier.

Dlsquallflcatlon of Officers

) An offlcer 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 Corporatlons 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. 1n right of Canada
and approved teleoommunloatlons common carrlers

l. (1) Not morée than twenty per cent of the outstandlng 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 telecommunloatlons common
carriers may be held by non~res1dents.'
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(2) a resideﬁt_shall-hot.hold common shares of the company'in
the right of, or for the use or benefit of, a non-resident. .

2e¢ 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;

) a corporation that is deemed for the purposes of these.statutory
conditions to be associated with an approved telecommunications
common carrierj or

- (¢) 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 any province, together with the number of such shares held
1n 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 conmon
shares of the company.

Definitions

L, (1) TFor 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 perform a function or duty on behalf of the government of
the foreign state or political subdivision other than a function

or ‘duty in conneotion with the administration or.management of
the estate or property of an individualj :

Corporation

(b) Mcorporation" includes an association, partnership or other -
-organization;

Non-Resident -
| o .
(¢) 'non-resident' means

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

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

(iii)  the government of a foreign state or any‘politioal sub-
division thereof, or an agent of either,

”Kiv) a corporation that is controlled directly or indirectly
T by non-res1dents as 'defined in any of subparagraphs (i)
to (111),

(v)' a trust
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(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 sub-
paragraphs (i) to (iv) have more than fifty per cent
of the beneficial interest, or

(vi) & corporation that is controlled directly or indirectly -
by a trust defined in subparagraph (v) as a non-re51dent
and .

Resident

(d) '"resident" means an 1nd1v1dual corporatlon, 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 condltlons,
deemed to be associated with another shareholder if |

(a)  one shareholdervis a corporation of which the other shareholder -
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 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 establlshed
to provide compensation, hospitalization, medical care, annuity,
pension or similar benefits to particular classes of 1nd1v1duals,
or moneys.derived from such a fund; :

- (g) both shareholders are associated within the meanlng of paragraphs
(a) to (£) wlth the same sharsholder; or

(h)_.both shareholders are associated in any other manner declared by
”_the by-laws to constitute 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. Magesty in rlght
of Canada or an approved telecommunlcatlons 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 these 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 accordlng to. the books
of the company.

(4) TFor. the purposes of these statutory conditions, a corporation
is deemed to be associated with an approved telecommunications common
carrier if, in circumstances where both the corporation and the
approved telecommunlcatlons common carrier were shareholders, the
- corporation would be deemed to be a shareholder associated with the
approved telecommunications common carrier.
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(5) 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-resldent, the share is deemed to be held by

" a non-resident.

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
beneflt of a non—res1dent.

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 declaratlon,

:(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 sharehdlder; and ,

(c). where it appears from the reglster of sharehol:ders 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 assoc1ated with him. 1968-69,

¢.51, Sch. B. ~

- "Telesat Csnada 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 suoh by-laws as may be
made in that regard.

'Disqualification of directors

1

. (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 sectlon 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.

_ Generallx

(2)- No person may hold shares of the company unless he
is qualified~to be a shareholder under this Act or the by-laws.

Determlnlng ordlnarlly re51dent in Canada

(2) The Board may prescribe rules for determining for
the purposes of this Act when a person is not ordinarily resident 1n
Canada.

L " SCHEDULE T
CONDITIONS AFFECTING THE ACQUISITION
AND HOIDING OF VOTING SHARES
1. No person shali'purchase or hold voting shares of the company in
the right of or for the use or benefit of a non-resident, unless
such non-resident is an individual who is a Canadian citizen.
Definitions

4, (1) TFor the purposes of these statutory conditions,

Non-Resident
(¢) '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.




»
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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 direotly or indirectly
h 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
(1) to (iv) have more than fifty per cent of the beneflclal
1nterest, 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

(i),

(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 1nd1v1dual, corporatlon, 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—resldent 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 non-resident shall be deemed, for the purposes of these
statutory conditions, to be.shares held by a resident for the use or

.beneflt of a non-resident.

Source: Canada. Iaws, Statutes, etc., Canada DeVelopment Corporation Act,
- c.h9, 19-20 Elizabeth 11, 1970-71, Queen's Printer, Ottawa, 1971.
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AERONAUTICS ACT

REGULATIONS MADE UNDER THE
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.

20k, (1) No aircraft shall be registered under this Part
unless, .

(a) it is a state aircraft ‘or is owned exclnSively by a person
- qualified under subsection (2) to be the registered owner of a
Canadian aircraft' i f

(b) there is in force in respect.of the aircraft a certificate of ‘
~ airworthiness or a flight permit issued under this Part;

(¢) all duties due and paysble 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, 1awfu11y admitted to Canada - for permanent re51dence

who, ‘since being so admitted, has been ordinarily regident in
Canada for a peried of not more than six years, .

(¢) 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,

(1) a citizen or subject of a contracting. state who normally
resides in Canada, or-

(ii) a corporation incorporated under the 1aws of Canada or
a provmnce.

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 20k, 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 sbsence 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.
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(57) ‘"private aircraft" means a civil aircraft
other than a commercial aircraft or a state aircéraft;

Source: "Aeronautlcs Act, Alr Regulations" The Canada Gazette, Part II
Vol. 95, No. 1, son/61~1e, P.C. 1960-1775, Pages 43-44

Anendment Number 2
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CANADIAN CITIZENSHIP ACT

Sec. 2. "alien" means a persbn who is not a Canadian
citizen, Commonwealth citizen, British subject or citizen of the
Republic of Ireland; «

Rights of Aliens

Sec. 2h4. (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 respecte 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 sny office or for any municipal, parlia-

mentary or other franchise;
(b) qualify an alien to be the owner of a Canadian ship;

(¢) entitle sn 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 him; or

(a) affect an estate or interest in real or personal property to
which any person has or may become entitled, either mediately
‘or immediately, in poseession 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.8.; c. 33, 8. 2k,

‘Source: "Canadian Citizenship Act", Reviaed Statutes of Canada 1970, Chapter c-19,
Queen's Printer, Ottawa 1970. . '

.Ameﬁdmépt Number 2 -
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FOREIGN INVESTMENT REVIEW ACT

The whole of the Foreign Investment Review Act affects foreign
1nvestment 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. A

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 appllcant must supply when making a proposal to
the Agency. The Regulations were published in Canada Gazette Part IT,
Vol. 108, No. 6 of 27 March 1974.

3

On 22 March 1974, Guidelines Concerning Real Estate Businesses
were issued. In this connection, the Minister stated "Guidelines do not:
have the force of law. Accordingly, they are not conclusive. However,
they do reflect.my view as to when a foreign purchase of real estate would
likely constitute an acquisition of Canadian. business and thus be subject:
to the Act". . News Release 21/74 of 22 March 1974 refers. :

: On 9 fpril l9'7’+ 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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