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CHAPTER 157

An Act to amend
The Corporations Tax Act, 1972

Assented to December 171h, 1973
Session Provogued Mavch Sth, 1974

ER MA]JESTY, by and with the advice and consent of the
Legislative Assembly of the Province of Ontario, enacts as
follows:

1.—(1} Paragraph 44 of subsection 1 of section 1 of The Coyr-% 1L par.dd,
poraitons Tax Act, 1972, being chapter 145 is amended
by striking out “or bituminous sands’ in the second and
third lines and inscrting in lieu thereof ", bituminous
sands, oil sands or oil shale’’.

(2) Paragraph 45 of subscction 1 of the said scction 1 is 3 !iDrar 4,
repealed and the following substituted therelor:

45, “mineral resource’”’ means,

i. a base or precious metal deposit,

-

i. a coal deposit,

1il. a bituminous =sands deposit, oil sands deposit
or oil shale deposit, or

iv. a mineral deposit in respect of which,

(A) a certification has been made for pur-
poses of the Jucome Tax Act (Canada) 1970- 1058
that the principal mineral extracted lsl
an industrial mineral contained in a
non-bedded deposit,

(B) the principal mineral extracted s
sylvite, halite or gypsum, or

(C) the principal mineral extracted is silica
that is extracted from sandstone or
quartzite.
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, Subelanse 11 of clause ¢ of subsection 1 of section 16 of the

Act 15 amended by striking out “or subsection 8 of
ion 24" in the second line.

. Subscetion 2 of section 20 of the said Act is amended by

striking out “18" in the third line and inserting in lien therc-

of

{n

2)

(3)

19"

Subclanse i1 of clause @ of subsection 4 of scction 22 of
the sald Act is amended by striking out “and” at the
end of sub-subclause D, by adding “and” at the end of
sub-subclause E and by adding thereto the following
sub-subclause:

(I} the amount, if any, by which the cor-
poration’s paid-up capital limit (within
the meaning of subscction 1 of sec-
tion 83} at the end of the year ex-
ceeds the limit referred to in sub-sub-
clause A,

Subelause i of clause a of subsection 5 of the sald sec-
tion 22 is amended by striking ocut “‘described in sub-
clause 1, and” in the third and fonrth lines and inserting
in licu thercof “"of the corporation, if the sharcholder,
either alone or together with persons with whom he was
not dealing at arm’s length, owned 25 per cent or more
of the issued shares of any class of the corporation, and™

The said section 22, as amended by the Statutes of
Ontario, 1973, chapter 42, section 4, is further amended
by adding thereto the following subsection

(8) Suhsection 4 does not apply in computing the income

for a fiscal year of a corporation whose principal business

n
or

Canada throughout the fiscal year was the developing
manufacturing of aircratt or aircraft compenents.

5.—(1) Clause f of subsection 1 of section 24 of the said Act

is amended by striking out the five lines immediately
following sub-subclause B of subclause i and striking
out subclause ii and inserting in licu thereof:

“the amount by which the lesser of the
principal amount of the obligation and all
amounts paid in the year or in any preceding
year in satisfaction of the principal amount
thereof excecds the amount for which the
obligation was issued, and
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{2) Subsection 1

6. Subsection 1 of
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in any other case, one-half of the lesser of
the amount so paid and the amount by which
the lesser of the principal amount of the
obligation and all amounts paid in the year
or in any preceding yvear in satisfaction of the
principal amount thereof excecds the amount
for which the obligation was issued".

1 of the said section 24 is repealed.

scetion 31 of the said Act is repealed and

the following substituted therefor:

(1) For the purpose of computing the income of a cor-

poration for a
come from the
corporation so

fiscal vear from a farming business, the in-
business for that fiscal year may, if the
clects under subsection 1 of section 28 of

1317
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5. 81 (1),
re-enacted

Farming
busincss

the Income Tax Act (Canada), be computed in accordanceld70-7L ¢.63

with a method

{in this scction referred to as the “‘cash”

method) whereby the income therefrom for that year shall
be deemed to be an amount equal to the aggregate of,

(@) all amounts that,

1)

(1)

() such a

were Teecived in the year, or are deemed by
this Act to have been received in the year,
in the course of carrying on the business,
and

were in payment of or on account of an
amount that would 1f the income frem the
business were net computed in accordance
with the cash method, be mncluded in com-
puting income therefrom for that or any other
year; and

moeunt, if any, as may be specified by the

corporation in respect of the bustness in its return

under

Part V for the vear, not exceeding the fair

market value at the end of the year of live stock

owned

by it at that time in connection with the

business,

minus the aggregate of

{c) allamounts that,

(i)

were paid in the year, or are deemed by
this Act to have been paid in the year, in
the course of carrying on the business, and

Al )
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(i) were in payment of or on account of an
ammount that would, if the income from the
business were not computed in accordance
with the cash method, be deductible in com-
puting income therefrom for that or any
other year; and

the amount, it any, specified by the corporation in
respect of the business in accordance with clause &
i its return under Part V filed for the immediately
preceding fiscal year,

and minus any deductions for the year permitted by clauses a
and b of subsection 1 of section 24.

7. The said

section :

Act 18 amended by adding therceto the folloewing

3la—(1} Where a corporation has a basic herd of a
class of animals and disposes of an animal of that class in
the course of carrying on a farming business in a fiscal
year, if the corperation so elects in its return under Part V
for the year the following rules apply,

()

(b)

there shall be deducted in computing the cor-
poration’s basic herd of that class at the end of the
year such number as is designated by it in its election,
not exceeding the least of,

(1) the number of animals of that class so dis-
posed of by it in the year,

(i1} 1/10 of its basic herd of that class on December
31, 1971, and

{11} its basic herd of that class of animal at the
cnd of the immediately preceding fiscal year;
and

there shall be deducted in computing the cor-
poration’s income from the farming business for the
fiscal year the product obtained when,

(i) the number determined under clause 4 in
respect of its basic herd of that class for the
year,

15 multiplied by

{ii} the quotient obtaincd when the fair market
value on December 31, 1971 of its animais
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of that class on that day is divided by the
number of its animals of that class on that
day.

(2) Where a corporation carries on a farming business
in a fiscal year and its basic herd of any class at the end
of the immediately preceding year, minus the deduction,
if any, required by clause @ of subsection 1 to be made in
computing its basic herd of that class at the end of the
year, exceeds the number of animals of that class owned by it
at the end of the year,

{a)

there shall be deducted in computing its basic
herd of that class at the end of the year the number
of animals comprising the excess; and

(6} there shall be deducted in computing its income

from the farming business for the fiscal year the
product obtained when,

(i} the number of animals comprising the excess,
is multiplied by

(11} the quotient obtained when the fair market
value on December 31, 1971 of its animals
of that class on that day is divided by the
number of its animals of that class on that
day.

(3) For the purposes of this section,

(a)

a corporation’s “hasic herd” of any class of animals
at a particular time means such number of the
animals of that class that the corporation had on
hand at the end of its 1971 fiscal year as were
accepted for the purpose of assessing its tax under
Part 1 of the fucome Tax Act {Canada) for that year
to be capital properties and not to be stock-in-trade,
minus the numbers, if any, required by virtue of
this section to be deducted in computing its
basic herd of that class at the end of fiscal years of
the corporation ending before the particular time;

“class of animals” means animals of a particular
species, namely cattle, horses, sheep or swine, that
are,

(1) purebred ammals of that species for which
a certificate of registration has been issued
by a person recognized by breeders in Canada

1319
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ol purebred animals of that species to be the
registrar of the breed to which such animals
belong, or issued by the Registrar of the
Canadian National Livestock Records, or

{ii) animals ol that specics other than purebred
animals described in subclause i,

each of which descriptions in subclauses 1 and ii
shall be deemed to be of separate classes, cxcept
that where the number of the corperatien’s animals
deseribed in subclause i or ii, as the case may be,
of a particular species is not greater than 10 per
cent of the total number of the corporation’s animals
of that spccies that would otherwise be of two
separate classes by virtue of this clause, its animals
described in subclauses 1 and ii of that species shall
be deemed to be of a single class; and

in determining the number of animals of any class
on hand at any time, an animal shall not be in-
cluded if it was acquired for a feeder operation,
and an animal shall be included only if its actual
age is not less than,

(i) in the case of cattle, 2 years,
(ii) in the case of horses, 3 years, and
(iii) in the case of sheep or swine, one year,
except that two animals of a class under the age
specified in subclause i, ii or iii, as the case may

be, shall be counted as one animal of the age so
specified.

8. Subsection 1 of section 33 of the said Act is repealed and
the following substituted therefor:

(1) Where a corporation’s chief source of inceme for a
fiscal vear is neither farming nor a combination of farming
and some other source of income, for the purposes of sec-
tions 12 and 99, its loss, if any, for the fiscal year from
all farming businesses carried on by it shall be decmed to
be the aggregate of,

(2]

the lesser of,

(i the amount by which the aggregate of its
losses for the fiscal year, determined without
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reference to this section and before making
any deductions in tespect of expenditures
deseribed in section 39, from all farming
businesses carried on by it exceeds the
aggregate of its incomes for the fiscal year,
s0 determined from all such businesses, and

(11} $2,300 plus the lesser of,

(A) one-half of the amount by which the
amount determined under subeclause i
exceeds §$2,500, and

(By $2,500; and
(b) the amount, if any, by which,

{i) the amount that would be determined under
subclause 1 of clause a if it were read as
though the words “and before making any
deductions in respect of expenditures described
in section 39" were deleted,

exceeds

(ii) the amount determined under subclause 1 of
clause ¢,

and for the purpoeses of this Act the amount, if any, by which
the amount determined under subclause 1 of clause a excecds
the amount determined under subclause 1 of clause a is
the corporation’s “‘restricted farm loss” for the fiscal year.

Clause a of subscction 1 of section 36 of the said Act is® 3 (L.
amended by stoiking out “and clause ¢ of subsection 1 of
section 24 are” in the first and second lines and inserting

in lieu thercof “is".

Section 50 of the said Act is repealed and the following sub-&5¢.
stituted therefor:

0 ] 1%v1<1 - Deemed
50.—(1} For the purposes of this Subdivision, where a cor-gEmee.

1 - Ny - 1 1 c 7 property
poration has ceased, at any particular time in a fiscal yearpioperty

and after 1971, to be resident in Canada, it shall be deemed poration 1o
to have disposed, immediately before the particular time, of resident in
cach property, other than any property that would be tax- S
able Canadian property if at no time in the fiscal year it

had been resident in Canada, that was owned by the cor-

poration immediately before the particular time, for proceeds

of disposition equal to the fair market value of the property
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inmediately before the particular time, and to have re-
acquired the property immediately after it so ceased to be
resident in Canada at a cost cqual to that fair market value.

(2) For the purposes of this Subdivision, where a cor-
poration has become, at any particular time in a fiscal year
and after 1971, resident in Canada, it shall be deemed to
Berath have acquired at the particular time each property owned
by it at that time, other than property that would be taxable
Canadian property if it had disposed of it immediately before
the particular time at a cost equal to its fair market value at
the particular time.

;2‘9;{1‘36 11, Subsection 2 of section 51 of the said Act, as amended by the
Statutes of Ontario, 1973, chapter 42, scction 6, is further
amended by striking out **Where at any time an option granted
after 1971 bv a corporation to acquire shares of its capital
stock or bonds or debentures to be issued by it, other than
an option the consideration for the granting of which is an
amount described in subclause v of clause & of subsection 12
of section 63 and paid pursuant to an agreement described
in that subclause, expires” in the amendment of 1973 and
inserting in lieu thereof ““Where at any time an option granted
after 1971 by a corporation to acquire shares of its capital
stock or honds or debentures to be issued by it (other than
an gption to acquire shares of the capital stock of a corporation
in consideration for the incurring, pursuant to an agreement
described in subclause v of clause b of subsection 12 of sec-
tion 63, of any expense described in that subclanse) expires’.

553, 12, Section 53 of the said Act is amended by striking out 'pre-
amended 3 T 5
ferred” in the third line,

L RS 13.—(1) Section 54 of the said Act is amended by adding thereto
amended : 3
the following subsection:

Hiet {la) For the purposes of this Subdivision, where a corpora-
tion to which subscction 2 or 3 of section 2 applies, has
acquired property after 1971 that would, if the corporation
disposed of it, be taxable Canadian property of that cor-
poration and an amount in respect of the value thereof has
been included in computing the corporation's taxable income
earned in Canada, the amount so included shall be added in
computing the cost to the corporation of that praperty.

i (2) Subsection 5 of the said section 54 1s repealed.
5.54, (3) The said section 54 i1s further amended by adding thereto
amended

the following subsection:
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(6) Where a corporation that is a beneficiary under a unit
trust has, after 1971, acquired a right to enforce payment of an
amount by the unit trust out of its capital gains or income
from property for the fiscal year of the corporation in which
the right was acquired by it, notwithstanding subscetion 1,
it shall be deemed to have acquired the right at a cost to it
equal to the amount that became so pavable minus such
portion of that amount as was deductible in computing its
income by virtue of subsection | of section 62 or subsection 2
of section 93.

14,—(1) Subsection 1 of section 35 of the said Aect is amended by

adding “and” at the end of clause ¢ and adding thereto
the {following clause:

{(7) where the property is an expropriation assct of the
corporation for the purposes of section 74z or an
asset of the corporation assumed for the purposes
of that scction to be an expropriation asset thereof,
any amount required by paragraph & of subsection 2
of section 80.1 of the Ineome Tax Aci (Canada)
to be added in computing the adjusted cost base
to it of the asset.

(2) Clause d of subsection 2 of the said section 55 is repealed
and the following substituted therefor:

(d) where the property i3 a share, or an interest therein
or a right thereto, of the capital stock of a cor-
poration, an amount cqual to any expense incurred
by the corporation in consideration therefor, to
the extent that the expense was by virtue of sub-
clause v of clause & of subsection 12 of section 63 a
Canadian exploration and development expense in-
curred by it.

(3} Clause & of subscction 2 of the said section 55 is amended
by striking out “and’ in the sixth line,

(4) Claunse { of subsection 2 of the said section 535 is repealed
and the following substituted therefor:

{1} such part of the cost to the corporation of the
property as was deductible {otherwise than by
virtue of this Subdivision) in computing the cor-
poration’s income for any fiscal year commencing
before that time and ending after 1971; and

(m) where the property is an expropriation asset of the
corporation for the purposes of section 744 or an
asset of the corporation assumed for the purposes

1323
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13.

16.

Regulations

of that section to be an expropriation asset thereof,
any amount required by paragraph & of subsection 2
of section 80.1 of the Iucome Tax Act (Canada)
to be deducted in computing the adjusted cost
base to it of the asset.

Clause a of subsection 1 of section 60 of the said Act is
amended by striking out “or a payment of an annuity paid
or purchased pursuant to a deferred profit sharing plan”
m  the third, fourth and fifth lines and inserting in lieu
thereof "or a payment of an annuity paid or purchased
pursuant to a deferred profit sharing plan or pursuant to
a plan referred to in subsection 9 of section 120 as a ‘revoked
plan' ™

Subsections 1 and 2 of section 62 of the said Act are repealed
and the following substituted therefor:

(1) There may be deducted in computing a corporation’s
income for a fiscal vear such amount as an allowance, if
any, in respect of,

(2) an oil or gas well. mineral resource or timber
limit; or

() the processing, to the prime metal stage or its
equivalent, of ore from a mineral resource,

as is allowed to the corporation by regulation.

(2) For greater certainty it is hereby declared that, in
the case of a regulation made under subsection 1 allowing
to a corporation an amount in respect of an oil or gas well
or a mineral resource or in respect of the processing of ore,

{a) there may be allowed to the corporation by such
regulation an amount in respect of any or all,

{i) oil or gas wells or mineral resources in which
the corporation has any interest, or

(ii} processing operations described in clause b
of subsection 1 that are carried on by the
corporation; and

(6) notwithstanding any other provision contained in
this Act, the Lieutenant Governor in Council may
prescribe the formula by which the amount that
may be allowed to the corporation by such regula-
tion shall be determined.
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17.—{1) Sub-subclause A of subclause ii of clause & of subsec-s.8 @ &)
tion 3 of section 63 of the sald Act is repealed andre-enacted
the following substituted therefor:

{A) such part of its income for the fiscal
year as may tcasonably be regarded
as attributable to the production of
petroleum or natural gas from wells
in Canada or to the production of
minerals from mines in Canada,

{2) Subsection 7 of the said section 63 is amended by steikings (b,
out *“that is a principal-business corporation” in the
third line.

{3) Clause a of subsection 7 of the said section 63 is amended:rﬁr‘l?e(g)
by striking out “1” in the first line and inserting In

lieu thereof 1 or 3, as the case may be’.

{4} Subclause v of clause # of subsection 12 of the Bi1d 88 {2 (000,
section 63 is amended by striking out “where the cor-
poration is a principal-business corporation, the amount
paid by it for any share or any interest therein or right
thereto, to the extent that the amount was paid pur-
suant to an agreement under which it undertook to
incur, after 1971, the cost of” in the first, second, third,
fourth, fifth and sixth lines and inserting in lieu thereof
“any expense incurred by the corporation after 1971
pursuant to an agreement with another corporation
under which the corporation incurred the expense solely
in consideration for shares of the capital stock of the
corporation issued to it by the corporation or any
interest in such shares or right thereto, to the extent
that the expense was incurred as or on account of the
cost of”.

{3) Subclause vii of clanse & of subsection 12 of the ﬂid?bﬁff’;éfﬁl
section 63 is repcaled and the following substitutedre-enacted

therefor:

{vil} any expense described in subelanse v ineurred
by another person to the extent that the
expense was, by virtue of subclause v, a
Canadian exploration and development ex-
pense of that other person,

5. 63 (12) ( g),

(6) Subclauses i, il and i of clause g of subscetion 12 of &1

the said section 63 are repealed and the [ollowing sub-5 ssa2i0,

stituted therefor: ?éxlfealed
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18,

20,

(i) was a shareholder of the joint exploration cor-
poration, and

{1) made payments to the joint cxploration cor-
poration in respect of Canadian exploration
and development expenses incurred by the
joint exploration corporation.

Section 67 of the said Act is amended by adding thereto
the following subsections:

(4] Where a cash purchase ticket is issued to a corporation
i respect of grain delivered in a fiscal year of a cor-
poration to a primary clevator and such ticket entitles the
holder thereof to payment by the operator of the elevator
of the purchase price, without interest, stated in the ticket
for the grain at a date that is after the end of the fAscal
vear, the amount of the purchase price stated in the ticket
shall, notwithstanding any other provision of this section,
be included in computing the income of the corporation to
whom the ticket was issued for its fiscal year immediately
tollowing the fiscal year in which the grain was delivered
and not for the fiscal year in which the grain was delivered.

(5} For the purposes of subsection 4, the expressions
“cash purchase ticket”, “operator’” and “primary clevator”
have the meanings given to those expressions by the Canada
Gramn Ac and “grain” means wheat, oats, barley, rye,
flaxseed and rapeseed produced in the designated area de-
fined by the Canadian Wheal Board Acl.

. Clause f of section 71 of the said Act is amended by adding

at the end thereof “‘or to be deducted in computing the capital
cost to the corporation of any depreciable property or the
adjusted cost base to it of any capital property'”

The said Act is further amended by adding thereto the follow-
ing section:

74a. Where, in a fiscal year ending ceincidentally with
or after December 31, 1971, a corporation that is a tax-
payer resident in Canada for purposes of the Income Tax
Acet (Canada) has,

{a) acquired expropriation assets in any of the cir-
cumstances described in section 80.1 of that Act;
and

{6) made the appropriate eclections as required by
that section,
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the provisions of section 80.1 of the Income Tax Aci (Canada), M0 ¢. 63
except paragraphs ¢ and d of subsection 4 thereof, apply for the
purposes of this Act.

21.—(1) Subsection 1 of section 79 of the said Act is amended bys 94,
Inserting after “person’” in the third line “or a property

referred to in subsection 2 of section 39 of the person’.

L

(2) The said section 79 is amended by adding thereto thes ™
following subsection:

(1a) Subsection 1 docs not apply with respect to any Exeeption
. i . tosubs. 1
disposition by a person of any of his property relerred to
in subsection 2 of section 39 if the corporation to which the
property was disposed of has ecarried on any business before

the disposition.

(3} Clause a of subsection 2 of the said section 79 is anundui:r;fl%fd’;gi
by inserting after “partnership” in the second line “or
a property referred to in subsection 2 of section 39 of
a partnership’.

(4) The said section 79 is further amended by addmng thereto®
the following subsection:

amended

(2a) Subsection 2 does not apply with respect to any fertatioa
disposition by a partnership of any partnership property
referred to in subsection 2 of section 59 if the corporation
to which the property was disposed of has carried on any
business before the disposition,

(5) Subsection 3 of the said scction 79 is amended by striking s 7).
out “and” at the end of clanse f, by adding “and”
the end of clause g and by adding thereto the following
clause:

(#) where the partnership has distributed partnership
property referred to in clause ¢ ta a member of the
partnership, the partnership shall be deemed to
have disposed of that property for procceds equal
to the cost amount to the partnership of the property
immediately before its distribution.

22, (1) Subsection 2 of section 81 of the said Act is amended® 8@,
by adding “and' at the end of clause za and by adding

thereto the following clause:

(3b) where a predecessor corporation was a public
corporation immediately before the amalgamation,
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the new corporation shall be deemed to have been
a public corporation at the commencement of its
first fiscal year.
B ) (2) Sub-subeclause A of subclause iii of clause # of sub-
re-enacted scotion 4 of the said section 81 1s repealed and the follow-
ing substituted therefor:

(A} the persons, except any predccessor
corporation, who together owned all
of the common shares of the capital
stock of the predecessor corporation
immediately before the amalgamation
together reccived as consideration for
the disposition of those shares on the
amalgamation, either,

1. not less than 23 per cent of the
shares of each particular class of
the issued common shares of the
capital stock of the new corpora-
tion immediately after the amal-
gamation, or

2. common shares of the capital stock
of the new corporation to which
arc attached not less than 25 per
cent of all votes that could be cast
for any and all purposes by holders
of common shares of the new cor-
poration immediately after the
amalgamation and representing
not less than 25 per cent of the
tair market value of all common
shares of the new corporation issued
and outstanding at that time.

Ealteh, o {3) Subsegtion 5 o_f the said section 81 is repealed and the
following substituted therefor:

Datorming. {5) In determining any of the percentages referred to in
tion of e -
peTcentagzes sub-subeclanse A of subclause iii of clause & of subsection 4,

the percentages shall be deemed to be,
(a) the percentages otherwise determined,
plus

(b) that proportion of the percentage otherwise deter-
mined that,
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{i} the fair market value of the issued common
shares of the capital stock of the particular
predecessor corporation owned by all other
predecessor corporations immediately before
the amalgamation,

is of,

(1) the fair market value of the ssued common
shares of the capital stock of the particular
predecessor corporation owned by all persons,
except any predecessor corporation, im-
mediately before the amalgamation.

Subclause 11 of clause b of section 82 of the said Act
is amended Dby inserting after “winding-up” in the
sixth line “minus any subsequent deduction frem that
adjusted cost base that is required by subsection 2 of
section 55 to be made as a result of the deemed dividend
referred to in clause ¢,

Clanse ¢ of the said section 82 is amended by striking
out “immediately before the winding-up” in the third
line and inserting in lieu thereof “at the particular
time referred to in subsection 2" and by inserting after
“winding-up” in the eighth line “and the dividend
shall be decmed to have become payable by the sub-
sidiary at the particular time referred to in subsection 27

The said section 82 is amended by adding thereto the
following subscction:

(2) Where a Canadian corporation, whether or not it
a subsidiary within the meaning of subsection 1, has

been wound up after 1971 and, at a particular time in the
course of the winding-up, all or substantially all of the
property owned by the corporation immediately before that
time was distributed to the shareholders of the corporation,

{a) for the purposes of computing,

(i) the corporation’s 1971 capital surplus on
hand,

(it} its paid-up capital deficiency,
(iii} its capital dividend account, and
{(iv) its capital gains dividend account {(within the

meaning given to that expression by section
110y,

1329
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at the time (in this clause referred to as the “time
of computation’’} immediately before the particular

time,

(v)

the fiscal year of the corporation that other-
wise would have included the particular time
shall be deemed te have ended immediately
before the time of computation, and a new
fiscal year shall be deemed to have com-
menced at that time, and

cach property of the corporation that was
so distributed at the particular time shall be
deemed to have been disposed of by the cor-
poration immediately before the end of the
fiscal year so deemed to have ended, for pro-
ceeds equal to the fair market value thereof
immediately before the particular time except
that this subclause shall not apply in deter-
mining the proceeds of disposition of such
property where the corporation is a sub-
sidiary within the meaning of subsection 1;
and

(b) where the corporation is, by virtue of subsection
2 of section 78 or clause e of subsection 1, deemed
to have paid at the particular time a dividend (in
this ctause referred to as the “winding-up dividend ™)
on shares of any class of its capital stock, the follow-
ing rules apply,

(1)

such portion of the winding-up dividend
as does not exceed the corporation’s capital

_dividend account immediately before that

time or capital gains dividend account im-
mediately before that time, as the case may
be, shall be deemed, for the purposes of an
election in respect thereof under subsection
2 of section 77 or subsection 4 of section 110,
as the case may be, and where the corpor-
ation has so elected, for all other purposes,
to be the full amount of a separate dividend,

the portion of the winding-up dividend equal
to the lesser of,

{A} the amount by which the winding-up
dividend exceeds the portion thercof
in respect of which the corporatien
has made an election under subsection
2 of section 77 or subscction 4 of
section 110, as the case may be, and
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{B) the aggregate of the corporation’s tax-
paid undistributed surplus on hand
immediately before that time and its
1971 capital surplus on hand immedi-
ately before that time,

shall, for thc purposes of an clection in
respect thereof under subsection 1 of section
77, and, where the corporation has so elected,
for all other purposes, be deemed to be the
full amount of a separate dividend,

{iii} notwithstanding clause 7 of subsection 1 of
section 83, the winding-up dividend, to the
extent that it exceeds the aggregate of the
portions thereof decmed by subclause i or ii
to be separate dividends for all purposes,
shall be dcemed to be a separate dividend
that is a taxable dividend, and

{iv) each person who held any of the issued
shares of that class at the particular time
shall be deemed to have received that pro-
portion of any separate dividend determined
under subclause i, 11 or 1ii that the number of
shares of that class held by him immediately
before the particular time is of the number
of the issued shares of that class outstanding
immediately before that time,

24,—(1) Clause ¢ of subsection 1 of section 83 of the said Act is

amended by adding at the end thereof “except that where
a corporation’s first fiscal vear ended after 1971 and the
corporation has, after 1971 and on or before the day
on or hefore which it was required by section 145 to
file its return for that fiscal year, become a public cor-
poration, it shall, if it so eleeted in that return, be deemed
to have been a public corporation from the commence-
ment of that fiscal year until the day on which it so

became a public corporation’.

Clause % of subsection 1 of the said section &3 is amended
by adding thereto the following subclause:

(iie) an amount in respect of a government right
or an original right in respect of a govern-
ment right (within the meanings referred to
in subparagraph 1.1 of paragraph # of sub-
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time c¢qual to the aggregate of all amounts
each of which is an outlay or expenditure
referred to in that subparagraph made or
incurred by the corporation for the pur-
pose of acquiring the right.

i(3) Subclause iii ol clause # of subsection 1 of the said
section 83 is repealed and the following substituted
therefor:

(iil) an amount in respect of any capital property
{other than depreciable property) cwned by
the corporation at that time equal to,

{A) in the casc of capital property referred
to in clause A of subparagraph iii of
paragraph % of subsection 1 of section
89 of the Income Tax Act (Canada),
the amount determined for the pur-
poses of that clause to be the actual
cost of the property to the corporation,
and

{B) in the case of any other capital pro-
perty, its cost to the corporation deter-
mined without refercnce to The Cor-
porations Tax Application Rules, 1972,
minus any amounts in respect of the
cost thercof deducted in computing
the income of the corporation under
Part 1I1 of The Corporations Tax Act
as it read in its application to fiscal
years prior to 1972,

(4) Subclause i of clause £ of subsection 1 of the said section
83 is amended by striking out “and” in the fourth line.

(3} Clause % of subsection 1 of the said section 83 is amended
by adding thereto the following subclause:

(iia) if the corporation has, before the particular
time, elected, under subsection 1 of section
196 of the Income Tax Act (Canada) in
respect of an amount referred to in para-
graph & of subsection 1 of section 196 of that
Act, to pay a tax on the fult amount of its
1971 undistributed income on hand immedi-
ately before the election, the amount by
which,
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(A) all amounts on which, after the parti-
cular time and as a result of the
election, tax has been paid by the
corporation under Part IX of the
Income Tax Act (Canada} within ninety 187-T1, c. 63
days from the day of mailing of the e
notice of assessment of that tax,

exceeds

(B) all amounts of that tax, and

Subclause ii of clause ! of subsection 1 of the said sections 8 (L ® (i,
83 is amended by inserting after “time,” in the fifth e
line “‘other than shares of the capital stock of a sub-

sidiary corporation referred to in subsection 1 of section

82 that were disposed of on the winding-up of the sub-

sidiary where that winding-up commenced after May 29,

1973”7 and by adding at the end thereof “other than
subsections 15, 17 and 21 of section 26 of the Inecome

Tax Application Rules, 197! (Canada)”.

Subclause vii of clause £ of subsection 1 of the saids 32 M@
section 83 is amended by inserting after “‘time,” in the amended
sixth line “other than shares of the capital stock of a
subsidiary corporation referred to in subsection 1 of section

82 that were disposed of on the winding-up of the sub-
sidiary where that winding-up commenced after May 29,

1973” and by inserting after /972" in the ninth line

", other than subsections 15, 17 and 21 of section 26 of

the Income Tax Application Rules, 1971 (Canada),”’.

The said section 83 is amended by adding thereto the 5%
following subsection

{3) Where a dividend becomes payable at the same time Simul-
tansous

more than one class of shares of the capital stock of adividends

corporation, for the purposes of sections 77, 78 and 82, the
dividend on any such class of shares shall he deemed to
become payable at a different time than the dividend on
the other class or classes of shares and such dividends shall

be

deemed to become payahble in the order designated in

prescribed manner by the corporation or, in the event that
the corporation does not so designate any such order, in the
order as determined for purposes of subsection 3 of section
89 of the fncome Tax Act (Canada).

25. Section 85 of the said Act is amended by adding thercto the S 85
following subsection:

amended
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(3) Where a corporation that was a member of a partner-
ship during a fiscal period thereof that ended after 1971
has, for any purpose relevant to the computation of its
income from the partnership for the fiscal period made or
executed an election under the provisions of any of sub-

sections

11 and [2 of section 17, subscetion 10 of section

24, subsections 1 to 4 of section 25, section 26, subsection
I of section 3la, or clause & of subscction 1 of section
36, that, but for this subsection, would be a valid election,
the following rules apply,

(a) the election is not valid unless,

()

(i) it was made or executed on behalf of the
corporation and each other person who was
a member of the partnership during the fiscal
period, and

(1) the corporation had authority to act for the
partnership;

unless the election is invalid by virtue of clause
a, each other person who was a member of the
partnership during the fiscal year shall be deemed
to have made or executed the election ; and

notwithstanding clause 4, any election deemed
by clause b to have been made or executed by any
person shall be deemed to be a valid election made
or executed by him.

26.—(1) Subsection 1 of section 96 of the said Act is repealed
and the following substituted therefor:

{1) Where a corporation has disposed of all er any part
of its capital interest in a trust,

(@)

for the purposes of computing the corporation’s
taxable capital gain, if any, from the disposition
of the interest or part thereof, as the case may be,
the adjusted cost base to the corporation thereof
immediately before the disposition shall be deemed
to be an amount equal to the greater of the ad-
justed cost base to it thereof otherwise determined
immediately before that time and the cost amount
to it thereof immediately before that time; and

for greater certainty, for the purposes of computing
the corporation’s allowable capital loss, if any, from
the disposition of the interest or part thereof, as
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the case may be, the adjusted cest base to the
corporation thereof immediately before the dis-
position is the adjusted cost base to it thereof im-
mediately before that time as determined under
this Act without reference to clause a,

except that where the interest was an interest in an infer
vivos trust not resident in Canada that was purchased by
the corporation, clause a dees not apply in respect of the
disposition of all or any part thercof except where sub-
section 2 is applicable in respect of any distribution of
property by the trust to the corporation in satisfaction of
that interest or that part thereof, as the case may be.

{2) Clause & of subsection 2 of the said section 96 is repealed ?eggé?cftzzl
and the following substituted therefor:

{) the corporation shall be deemed to have acquired
the property at a cost equal te the aggregate of
its cost amount to the trust immediately before
that time and the amount, if any, by which,

{i) the adjusted cost base to the corporation
of the capital interest or part thereof, as the
case may be, immediately before that time
as determined for the purposes of clause &
of subsection 1,

exceeds

{(iij the cost amount to the corporation of the
capital intercst or part thereof, as the case
may be, immediately before that time.

27.—(1) Clausc ¢ of subsection 1 of scction 97 of the said Act®¥ o
is amended by inserting after “interest” in the first line,
the sixth line and the twenty-fourth line “or part thereof,

as the case may be' and by striking out “full"” in the
fifth line.

{2) Subclause vi of clause & of subsection 2 of the said? 97 (20}
section 97 is repealed and the following substitutedre-enacted
therefor:

{vi) where therc were prescribed, for the pur-
poses of this subclause, conditions relating
to the number of its unit holders, dispersal
of ownership of its units or public trading
of its units, all holdings of and transactions
in its units accorded with those conditions.



1336

5101 {5

amended

s 10921 (ad

re-enacted

5. 106 ¢5i (a ).
re-enacted

Chap. 157

CORPORATIONS TAX {No. 2) 1973

28. Clause b of scction 101 of the said Act is amended by striking

20

out “wviii" in the seventh line and inserting in lieu thereof “ix”.

{1} Sub-subclause A of subclause 1 of clause a of subsection
2 of section 109 of the said Act, as re-enacted by the
Statutes of Ontario, 1973, chapter 42, section 8, is re-
pealed and the following substituted therefor;

(A)

all capital gains dividends paid by the
corporation in the period commencing
sixty days after the commencement
of the fiscal year and ending sixty
days after the end of the fiscal year,
and

Clause a of subsection 5 of the saild section 109, as
enacted by the Statutes of Ontario, 1973, chapter 42,
section 8, is repealed and the following substituted

therefor:

{a) “‘capital gains dividend account” of a mutual fund
corporation at any time means the amount, if any,

by which,

(i) its capital gains, for all fiscal years com-
mencing more that sixty days before that
time from dispositions of property after 1971
and before that time while it was a mutual
fund corperaticn,

exceeds

(i) the aggregate of,

(A)

its capital lesses, for all fiscal years
commencing more that sixty days
before that time, from dispesitions
of property after 1971 and before that
time while it was a mutual fund
corporation,

all capital gains dividends that became
payable by . the corporation before
that time and more than sixty days
after the end of the last fiscal year
ending morce than sixty days before
that time, and
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{C) all amounts each of which is an
amount in respect of any fiscal year
of the corporation ending more than
sixty days before that time through-
out which it was a mutual fund
corporation, equal to 163 times its
capital gains refund for that year.

30.—(1) Subclause ii of clause & of subsection 3 of section 110s 1)10“’*’(“3
of the said Aect is repealed and the following sub- e shagted
stituted therefor:

{ii) the corporation’s surplus at that time, deter-
mined in prescribed manner, for such of the
fiscal years in the period commencing with
the 1950 fiscal year and ending with the 1971
fiscal yvear as were fiscal years throughout
which the corporation was not a non-resident-
owned investment corperation ; and

(2) The said section 110 15 amended by adding thereto theslo.
following subsection:

{42) Where a dividend has become payable at the same e
time on more than one class of shares of the capital stock dividends
of a non-resident-owned investment corporation, for the
purposes of subsection 4, the dividend on any such class of
shares shall be deemed to have become payable at a different
time than the dividend on the other class or classes of
shares and such dividends shall be deemed to have become
payable in the order designated in prescribed manner by
the corporation or, in the event that the corporation does
not so designate any such order, in the order determined

for purposes of the fncome Tax Act (Canada). iy

31. Section 111 of the sail Act i amended by striking outs Il
“section 77 and section 81" in the sixth line and inserting
in lien thereof “section 77, section 81 and subsection 2 of
section 82",

32.—(1) Subsection 1 of section 167 of the said Act 15 amendeds 1671,
by striking out “Act” in the second line and inserting in R
lien thereof “or any predecessor Act in respect of any
fiscal year of a corporation that commences after the
31st day of December, 1961" and by striking out
“{except prescribed property)” in the fourth and fifth
lines.
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Subsection 2 of the said section 1067 is amended by
striking out “Act” in the second line and inserting in
licu thereof “or any predecessor Act in respect of a fiscal
vear that commences after the 31st day of December, 19617,

The said scction 167 is amended by adding thereto the
following subsection:

(3} Upon such conditions as he may impose, the Minister

may abandon, postpone, release or waive with respect to
all or any part of the property of a caorporation any lien
and charge for taxes, interest, penalties, costs and other
amounts imposed under this or any predecessor Act.

(1)

(2)

This Act, except sections 1 to 11, 13 to 19, 21 to 24, and
26 to 32, comes into force on the day it receives Royal
Assent,

Sections 2 and 3, subscction 1 of section 4, subsection
1 of section 5, sections 6 to 11, sections 13, 14, 17 and
19, subscction 1 of section 22, section 23, subsections
1, 2, 3, 4, 5 and 8 of section 24, sections 26 to 28,
and sections 30, 31 and 32, shall be deemed to have come
into force on the 1st day of January, 1972 and apply
to corporations in respect of all fiscal years that end
during or after 1972.

Subsections 1, 2, 3 and 4 of section 21 shall be deemed
to have come into force on the Ist day of January,
1972 and apply with respect to dispositions made on ar
after that date.

Subsection 5 of section 21 shall be deemed to have come
into force on the 1st day of January, 1972 and applies
with respect to distributions of partnership property
received as consideration for dispositions made after 1971,

Section 1 shall be deemed to have come into forcc on
the 9th day of May, 1972 and applics to corporations in
respect of all fiscal years that end during or after 1972,
but does not apply in respect of any acquisition or dis-
position made before the 9th day of May, 1972 of,

{a) an oil sands deposit ;
(&) an cil shale deposit; or
(¢) a mineral deposit in respect of which the principal

mineral extracted is halite that is extracted by
operating a brine well,
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Subsection 3 of section 4, subscction 2 of section 5, and Idem
sections 16 and 18 shall be deemed to have come into
force on the 1st day of January, 1973 and apply to
corporations in respect of all fiscal years that end during

or after 1973.

Subsections 6 and 7 of section 24 shall be deemed to have Hem
come into force on the 31st day of January, 1973 and
apply with respect to dispositions of capital property
made after that date.

Subsection 2 of section 4 shall be deemed to have come Idem
into force on the 10th day of February, 1973 and applies

to corporations in respect of all fiscal years that com-
mence after that date.

Section 15 shall be deemed to have come into force on Idem
the 19th day of February, 1973 and applies with
respect to any payment of an annuity where such
payments are received after that date.

Subsections 2 and 3 of section 22 shall be deemed dem
to have come into force on the 29th day of May, 1973
and apply with respect to amalgamations that take
place after that date,

Section 29 shall be deemed to have come into f{orce onldem
the 27th day of July, 1973 and applies to corporations

in respect of all fiscal years that commence after that
date.

Unless the context otherwise requires, the same meaning Eggf’gnp‘"e

shall be given to words and expressions used in this

section as they bear in The Corporations Tax Act, 1972, 191143

as amended by this Act and by The Corporations Tax 197.0.42
Amendment Act, 1973.

Aet, 1973 (N, 2),
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