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EXPLANATORY NOTES

The main object of this bill is to harmonize the fiscal legislation
in Québec with that of Canada. It consequently gives effect primarily
to various harmonization measures announced in the Budget Speeches
delivered by the Minister of State for the Economy and Finance on
25 March 1997 and 31 March 1998.

The bill also gives effect to various measures contained in
Information Bulletin 95-4 issued by the Ministère des Finances on
5 July 1995.

The bill amends the Mining Duties Act in concordance with the
amendments made to the Taxation Act to extend the rules relating to
mining reclamation trusts to other similar environmental trusts.

The bill amends the Taxation Act primarily to make amendments
similar to various amendments made to the Canada Income Tax Act by
federal Bill C-28 (S.C., 1998, chapter 19), assented to on 18 June 1998.
In particular, the amendments concern

(1) registered education savings plans, to increase taxpayers’
interest in this type of investment vehicle used to finance post-
secondary education, in particular by allowing subscribers under
the plan to withdraw accumulated income in certain circumstances ;

(2) the implementation of a special tax on accumulated income
payments under a registered education savings plan ;

(3) the rules applicable to the various deferred income plans,
in particular as regards transfers from one plan to another ;

(4) the tax treatment of benefits paid to a taxpayer under a
disability insurance plan so that there will be no change in the tax
treatment if the insurer becomes insolvent and the employer continues
the benefits ;

(5) an extension of the list of recognized medical expenses for
the purposes of the non-refundable tax credit for medical expenses
and the implementation of a refundable tax credit for medical
expenses that is intended to partially compensate for the loss of
special benefits to a beneficiary of income security who enters the
labour market ;
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(6) the introduction for cemetery care trusts of rules similar to
those applicable to trusts governed by eligible funeral arrangements ;

(7) an extension of the rules relating to mining reclamation
trusts to other similar environmental trusts ;

(8) the consolidation, improvement and standardization of the
rules allowing for deferral of losses arising from certain transfers of
property which involve affiliated persons ;

(9) a tightening of certain rules devised to prevent abusive tax
shelter promotion ;

(10) an extension of the minimum replacement tax base to
partnership losses attributed to limited partners and to certain
dormant partners as well as to tax shelter losses ;

(11) the rules relating to the methods of valuing inventory of a
business ;

(12) the rules relating to the tax exemption enjoyed by certain
government bodies in order to clarify the scope of its application ;

(13) certain rules of an administrative nature, in particular
those relating to assessments, penalties, objections and appeals, to
provide that the determination of certain amounts may be made at
the partnership level ; and

(14) various technical amendments, including consequential
and terminology-related amendments.

The bill amends the Act respecting the Ministère du Revenu to
reflect the amendments made to the Taxation Act as regards certain
rules concerning partnerships and to make other amendments similar
to various amendments made to the Canada Income Tax Act by
federal Bill C-28. In particular, the amendments concern

(1) the Minister’s power to print out any book, register or
other document kept on a storage medium other than paper and that
has been examined or obtained by the Minister or of which the
Minister has taken possession, including during an audit ;

(2) the creation of new offences for obtaining or attempting to
obtain a refund or credit without being entitled to it or for conspiring
to obtain such a refund or credit ; and
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(3) recognition of the probative force of a print-out made of a
document whose original storage medium is not paper or microfilm.

The bill also amends other legislation to reflect certain
amendments made to the Taxation Act.

LEGISLATION AMENDED BY THIS BILL :

– Mining Duties Act (R.S.Q., chapter D-15) ;

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

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

– Act to amend the Taxation Act, the Act respecting the Québec
sales tax and other legislative provisions (1995, chapter 1) ;

– Act to amend the Taxation Act and other legislative provisions
(1997, chapter 31) ;

– Act to again amend the Taxation Act, the Act respecting the
Québec sales tax and other legislative provisions (1997, chapter 85).
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Bill 29

AN ACT TO AMEND THE TAXATION ACT AND OTHER
LEGISLATIVE PROVISIONS

THE PARLIAMENT OF QUÉBEC ENACTS AS FOLLOWS :

MINING DUTIES ACT

1. (1) Section 1 of the Mining Duties Act (R.S.Q., chapter D-15), amended
by section 4 of chapter 83 of the statutes of 1999, is again amended

(1) by striking out the definition of “mining reclamation trust” ;

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

““environmental trust” means an environmental trust, within the meaning
of section 21.40 of the Taxation Act (chapter I-3) that is resident in Québec for
the purposes of Part I of that Act ;”.

(2) Paragraph 1 of subsection 1 has effect from 1 January 1998.

(3) Paragraph 2 of subsection 1 has effect from 13 May 1994. In addition,
in the case of a trust that is referred to in subparagraph j of the second
paragraph of section 21.40 of the Taxation Act (R.S.Q., chapter I-3), enacted
by subsection 1 of section 21, the following rules apply :

(1) the trust is deemed, for the purposes of the Mining Duties Act, never to
have been a mining reclamation trust ; and

(2) notwithstanding sections 43 and 43.0.1 of the Mining Duties Act, the
Minister of Natural Resources must, under that Act and on or before
31 December 2001, make any re-determination of the duties, interest and
penalties and, if any, of the annual profit, annual loss, credit on duties,
deferrable credit on duties, allowable amount, adjusted annual loss, credit on
duties refundable for losses and credit on duties for losses, and make any
reassessment that is necessary for a fiscal year to give effect to this subsection.

2. (1) Section 8 of the said Act, amended by section 5 of chapter 83 of the
statutes of 1999, is again amended

(1) by replacing subparagraph d of paragraph 1 by the following :
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“(d) the lesser of the operator’s cumulative contributions account at the
end of the fiscal year and the aggregate of all amounts each of which is an
amount that relates to the reclamation of land that is a mining operation, and
that is included, under paragraph z or z.1 of section 87 of the Taxation Act
(chapter I-3), in computing the operator’s income for the fiscal year for the
purposes of that Act, in respect of an environmental trust under which the
operator is a beneficiary ;” ;

(2) by replacing subparagraph k of paragraph 2 by the following :

“(k) the aggregate of all amounts each of which is an amount paid by the
operator for the reclamation of land that is a mining operation, and that is
deductible under paragraph r or s of section 157 of the Taxation Act in
computing the operator’s income for the fiscal year for the purposes of that
Act, in respect of an environmental trust under which the operator is a
beneficiary.”

(2) Subsection 1 applies to fiscal years that end after 18 February 1997.

3. (1) Section 8.0.0.1 of the said Act is amended

(1) by replacing subparagraphs a to c of paragraph 1 by the following :

“(a) the aggregate of all amounts each of which is a contribution paid by
the particular operator after 12 May 1994 and before that time to an
environmental trust under which the particular operator is a beneficiary, for
the reclamation of land that is a mining operation ;

“(b) the aggregate of all amounts each of which is the consideration paid
by the particular operator after 12 May 1994 and before that time for the
acquisition, from another person or partnership, of all or part of the particular
operator’s interest as a beneficiary under an environmental trust maintained
for the sole purpose of financing the reclamation of land that is a mining
operation, other than consideration that is the assumption of a reclamation
obligation in respect of the trust ;

“(c) the amount of the cumulative contributions account of an operator in
respect of the environmental trust all or part of whose interest as a beneficiary
is acquired by the particular operator as consideration for the assumption of a
reclamation obligation, in respect of the trust, in relation to land that is a
mining operation, determined immediately before the time of acquisition ;
and” ;

(2) by replacing subparagraph b of paragraph 2 by the following :

“(b) the amount included in determining an operator’s cumulative
contributions account, under subparagraph c of paragraph 1, because of the
acquisition by the operator of all or part of the interest of the particular
operator, as a beneficiary under an environmental trust.”
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(2) Subsection 1 has effect from 19 February 1997.

TAXATION ACT

4. (1) Section 1 of the Taxation Act (R.S.Q., chapter I-3), amended by
section 26 of chapter 83 of the statutes of 1999 and by section 75 of chapter 86
of the statutes of 1999, is again amended

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

““flow-through share” has the meaning assigned by section 359.1 ;” ;

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

““majority interest partner” of a particular partnership at any time means a
person or partnership, in paragraphs a and b referred to as the “taxpayer”,

(a) whose share of the particular partnership’s income from all sources for
the fiscal period of the particular partnership that ended before that time or, if
the particular partnership’s first fiscal period includes that time, for that fiscal
period, would have exceeded 1/2 of the particular partnership’s income from
all sources for that period if the taxpayer had held throughout that fiscal period
each interest in the particular partnership that the taxpayer or a person affiliated
with the taxpayer held at that time ; or

(b) whose share, together with the shares of every person with whom the
taxpayer is affiliated, of the total amount that would be paid to all members of
the particular partnership, otherwise than as a share of any income of the
particular partnership, if it were wound up at that time exceeds 1/2 of that total
amount ;” ;

(3) by replacing subparagraph iii of paragraph b of the definition of
“specified tax consequence” by the following :

“iii. the corporation agreed in the calendar year preceding the particular
calendar year to issue a flow-through share to a person or partnership ;” ;

(4) by replacing, in paragraph e.1 of the definition of “cost amount”, the
words “a mining reclamation trust” by the words “an environmental trust” ;

(5) by striking out the definition of “mining reclamation trust” ;

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

““cemetery care trust” has the meaning assigned by section 979.19 ;

““environmental trust” has the meaning assigned by section 21.40 ;” ;

(7) by replacing the definition of “registered retirement income fund” by
the following :
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““registered retirement income fund” means a fund accepted as such by the
Minister of Revenue of Canada for the purposes of the Income Tax Act and
the registration of which is in force ;” ;

(8) by replacing the definition of “mineral” by the following :

““mineral” includes ammonite gemstone, coal, calcium chloride, kaolin,
bituminous sands, oil shale and silica, but does not include petroleum, natural
gas or other related hydrocarbons ;” ;

(9) by replacing the definition of “person” by the following :

““person”, or any word or expression descriptive of a person, includes any
corporation, and any entity exempt, because of Book VIII, from tax under this
Part and the legal representatives of such a person, according to the law of that
part of Canada to which the context extends ;” ;

(10) by replacing, in the English text, paragraph b of the definition of
“home relocation loan” by the following :

“(b) the loan is used to acquire a dwelling, or a share of the capital stock of
a housing cooperative acquired for the sole purpose of acquiring the right to
inhabit a dwelling owned by the cooperative, where the dwelling is for the
habitation of the individual and is the individual’s new residence ;” ;

(11) by replacing the definition of “scientific research and experimental
development” by the following :

““scientific research and experimental development” has the meaning
assigned by subsections 2 to 4 of section 222 ;” ;

(12) by replacing the definition of “registered pension plan” by the
following :

““registered pension plan” means a plan accepted as such by the Minister of
Revenue of Canada for the purposes of the Income Tax Act and the registration
of which is in force ;” ;

(13) by replacing, in the definition of “registered education savings plan”,
“section 891” by “Title III of Book VII” ;

(14) by replacing the definition of “registered retirement savings plan” by
the following :

““registered retirement savings plan” means a plan accepted as such by the
Minister of Revenue of Canada for the purposes of the Income Tax Act and
the registration of which is in force ;” ;

(15) by inserting the following definition in alphabetical order :
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““legal representative” of a taxpayer means a trustee in bankruptcy, an
assignee, a receiver, a trustee, an heir, an administrator of the property of
others, or any other like person, administering, winding up, controlling or
otherwise dealing in a representative or fiduciary capacity with the property
that belongs or belonged to, or that is or was held for the benefit of, the
taxpayer or the taxpayer’s succession ;” ;

(16) by replacing paragraph b of the definition of “mineral resource” by
the following :

“(b) ammonite gemstone, calcium chloride, diamond, gypsum, halite, kaolin
or sylvite ;”.

(2) Paragraph 1 of subsection 1 has effect from 1 December 1994.

(3) Paragraph 2 of subsection 1 has effect from 27 April 1995.

(4) Paragraph 3 of subsection 1 applies from the taxation year 1996.

(5) Paragraph 4 of subsection 1 has effect from 1 January 1996.

(6) Paragraphs 5 and 13 of subsection 1 have effect from 1 January 1998.

(7) Paragraph 6 of subsection 1, where it enacts the definition of
“environmental trust” in section 1 of the said Act, has effect from 1 January
1992 and, where it enacts the definition of “cemetery care trust” in that
section 1, has effect from 1 January 1993.

(8) Paragraphs 8 and 16 of subsection 1 apply to taxation years or fiscal
periods that begin after 31 December 1996. However,

(1) the application of the definition of “mineral” in section 1 of the said
Act, enacted by paragraph 8 of subsection 1, and of paragraph b of the
definition of “mineral resource” in that section 1, enacted by paragraph 16 of
subsection 1, shall not result in a characterization of expenditures made or
costs incurred in a taxation year or fiscal period that began before 1 January
1997 as a Canadian exploration expense, Canadian development expense,
Canadian exploration and development expense or foreign exploration and
development expense or an increase in any amount deductible under sections
360 and 361 of the said Act as a consequence of an expenditure made or cost
incurred before 1 January 1997 ; and

(2) where, as a consequence of the application of the definition of “mineral”
in section 1 of the said Act, enacted by paragraph 8 of subsection 1, and of
paragraph b of the definition of “mineral resource” in that section 1, enacted
by paragraph 16 of subsection 1, a person’s property would, but for this
paragraph, be recharacterized as Canadian resource property or foreign resource
property at the beginning of the person’s first taxation year or fiscal period
that begins after 31 December 1996, for the purposes of the Act the property is
deemed
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(a) to have been disposed of by the person immediately before that time for
proceeds of disposition equal to its cost amount to the person at that time, and

(b) to have been reacquired at that time by the person for the same amount.

(9) Paragraphs 9 and 15 of subsection 1 have effect from 18 June 1998.

(10) Paragraph 11 of subsection 1 applies in respect of work performed by
a taxpayer after 27 February 1995, but, for the purposes of section 991 of the
said Act, not in respect of such work performed pursuant to an agreement in
writing made by the taxpayer before 28 February 1995.

5. (1) Section 2.2.1 of the said Act is amended, in the first paragraph,

(1) by replacing, in the portion before subparagraph a, the word “Part” by
the word “Act” ;

(2) by replacing subparagraph a by the following :

“(a) words referring to a spouse at any time of a taxpayer include the
person of the opposite or the same sex who cohabits at that time with the
taxpayer in a conjugal relationship and has so cohabited with the taxpayer
throughout a 12-month period ending before that time, or would be the father
or mother of a child of whom the taxpayer would be the father or mother if the
definition of “child” in section 1 were read without reference to paragraph c
thereof and section 2 were read without reference to the words “or a person
who is the father or mother of the taxpayer’s spouse” ;”.

(2) Paragraph 1 of subsection 1 has effect from 1 January 1998.

(3) Paragraph 2 of subsection 1 has effect from 1 January 1993. However,
where subparagraph a of the first paragraph of section 2.2.1 of the said Act,
enacted by that paragraph 2, applies before 16 June 1999, it shall be read with
the words “of the opposite or the same sex” replaced by the words “of the
opposite sex”.

6. (1) Section 2.2.2 of the said Act is repealed.

(2) Subsection 1 has effect from 18 June 1998. In addition, where
section 2.2.2 of the said Act, repealed by subsection 1, applies after
31 December 1996, it shall be read without reference to “, paragraph c of
section 894”.

7. (1) Section 2.3 of the said Act is amended

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

“2.3. Where a document has been issued or a contract has been entered
into before 31 July 1997 purporting to create, to establish, to extinguish or to
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be in substitution for, a taxpayer’s right to an amount or amounts, immediately
or in the future, out of or under a pension plan, the following rules apply :

(a) where the rights provided for in the document or contract are rights
provided for by the pension plan or are rights to a payment or payments out of
the pension plan, and the taxpayer acquired an interest under the document or
contract before that date, any payment under the document or contract is
deemed to be a payment out of or under the pension plan and the taxpayer is
deemed not to have received, on the issuance of the document or the entering
into the contract, an amount out of or under a pension plan ; and” ;

(2) by replacing, in the French text of paragraph b, the words “l’émission”
by the words “la délivrance”.

(2) Subsection 1 has effect from 31 July 1997.

8. (1) Section 11.4 of the said Act is replaced by the following :

“11.4. For the purposes of this Part, where a trust resident in Canada
would be an environmental trust at any time if it were resident at that time in
the province in which the site to which the trust relates is situated, the trust is
deemed to be resident at that time in that province and in no other province.”

(2) Subsection 1 has effect from 1 January 1996.

9. (1) Section 19 of the said Act is amended

(1) by replacing subsection 3 by the following :

“(3) Where there has been an amalgamation or merger of two or more
particular corporations and the new corporation formed as a result of the
amalgamation or merger would have been related to any of the particular
corporations immediately before the amalgamation or merger if the new
corporation were in existence at that time, and if the persons who were the
shareholders of the new corporation immediately after the amalgamation or
merger were the shareholders of the new corporation at that time, the new
corporation and that particular corporation shall be deemed to have been
related persons.” ;

(2) by adding, after subsection 3, the following subsection :

“(4) Where there has been an amalgamation or merger of two or more
particular corporations each of which was related, otherwise than because of a
right referred to in paragraph b of section 20, to each other immediately before
the amalgamation or merger, the new corporation formed as a result of the
amalgamation or merger and each of the particular corporations are deemed to
have been related to each other.”
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(2) Subsection 1 applies in respect of amalgamations and mergers that
occur after 31 December 1996.

10. (1) Section 20 of the said Act is amended

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

“20. Pour l’application des articles 19 et 21.19, les règles suivantes
s’appliquent :” ;

(2) by replacing paragraph b by the following :

“(b) where at any time a person has a right under a contract or otherwise,
either immediately or in the future and either absolutely or contingently,

i. to, or to acquire, shares of the capital stock of a corporation or to control
the voting rights of such shares, the person is, except where the right is not
exercisable at that time because the exercise thereof is contingent on the
death, bankruptcy or permanent disability of an individual, deemed to have
the same position in relation to the control of the corporation as if the person
owned the shares at that time,

ii. to cause a corporation to redeem, acquire or cancel any shares of its
capital stock owned by other shareholders of the corporation, the person is,
except where the right is not exercisable at that time because the exercise
thereof is contingent on the death, bankruptcy or permanent disability of an
individual, deemed to have the same position in relation to the control of the
corporation as if the shares were so redeemed, acquired or cancelled by the
corporation at that time,

iii. to, or to acquire or control, voting rights in respect of shares of the
capital stock of a corporation, the person is, except where the right is not
exercisable at that time because its exercise is contingent on the death,
bankruptcy or permanent disability of an individual, deemed to have the same
position in relation to the control of the corporation as if the person could
exercise the voting rights at that time, or

iv. to cause the reduction of voting rights in respect of shares, owned by
other shareholders, of the capital stock of a corporation, the person is, except
where the right is not exercisable at that time because its exercise is contingent
on the death, bankruptcy or permanent disability of an individual, deemed to
have the same position in relation to the control of the corporation as if the
voting rights were so reduced at that time ; and”.

(2) Subsection 1 has effect from 27 April 1995.
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11. (1) The said Act is amended by inserting, after section 21, the following :

“CHAPTER IV.1

“AFFILIATED PERSONS

“21.0.1. In this chapter,

“affiliated group of persons” means a group of persons each member of
which is affiliated with every other member of the group ;

“controlled” means controlled, directly or indirectly in any manner whatever ;

“majority interest group of partners” of a partnership means a group of
persons each of whom has an interest in the partnership such that

(a) if one person held the interests of all members of the group, that person
would be a majority interest partner of the partnership ; and

(b) if any member of the group were not a member, the test described in
paragraph a would not be met.

“21.0.2. For the purposes of this chapter, persons are affiliated with
themselves, and a person includes a partnership.

“21.0.3. For the purposes of this Part, affiliated persons, or persons
affiliated with each other, are

(a) an individual and a spouse of the individual ;

(b) a corporation and

i. a person by whom the corporation is controlled,

ii. each member of an affiliated group of persons by which the corporation
is controlled, or

iii. a spouse of a person described in subparagraph i or ii ;

(c) two corporations, if

i. each corporation is controlled by a person, and the person by whom one
corporation is controlled is affiliated with the person by whom the other
corporation is controlled,

ii. one corporation is controlled by a person, the other corporation is
controlled by a group of persons, and each member of that group is affiliated
with that person, or
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iii. each corporation is controlled by a group of persons, and each member
of each group is affiliated with at least one member of the other group ;

(d) a corporation and a partnership, if the corporation is controlled by a
particular group of persons each member of which is affiliated with at least
one member of a majority interest group of partners of the partnership, and
each member of that majority interest group is affiliated with at least one
member of the particular group of persons ;

(e) a partnership and a majority interest partner of the partnership ; and

(f) two partnerships, if

i. the same person is a majority interest partner of both partnerships,

ii. a majority interest partner of one partnership is affiliated with each
member of a majority interest group of partners of the other partnership, or

iii. each member of a majority interest group of partners of each partnership
is affiliated with at least one member of a majority interest group of partners
of the other partnership.

“21.0.4. Where at any time two or more particular corporations
amalgamate or merge to form a new corporation, the new corporation and the
particular corporations are deemed to have been persons affiliated with each
other where they would have been affiliated with each other immediately
before that time if the new corporation had existed immediately before that
time and the shareholders of the new corporation immediately after that time
had been the shareholders of the new corporation immediately before that
time.”

(2) Subsection 1 has effect from 27 April 1995.

12. (1) Section 21.1 of the said Act is amended

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

“21.1. Sections 21.2 to 21.3.1 apply in respect of the control of a
corporation for the purposes of sections 6.2, 21.2 to 21.3.1, 83.0.3, 93.3.1,
93.4, 106.4, 175.9, 222 to 230.0.0.2, 237 to 238.1, 308.0.1 to 308.6, 384,
384.4, 384.5, 418.26 to 418.30 and 485 to 485.18, paragraph d of section 485.42,
sections 564.2 to 564.4.2 and 727 to 737, paragraph f of section 772.13 and
section 776.1.5.6.” ;

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

“Section 21.4.1 applies in respect of the control of a corporation for the
purposes of sections 6.2, 21.0.1 to 21.0.4, 83.0.3, 93.4, 222 to 230.0.0.2,
308.1, 384, 384.4, 384.5, 418.26 to 418.30 and 485 to 485.18, paragraph d of
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section 485.42, subparagraph d of the third paragraph of section 559, sections
560.1.2 and 727 to 737, paragraph f of section 772.13 and section 776.1.5.6.”

(2) Subsection 1 has effect from 27 April 1995, except where paragraph 1
of that subsection strikes out, in the first paragraph of section 21.1 of the said
Act, the reference to section 518.2 of the said Act, in which case subsection 1
applies in respect of dispositions that occur after 25 March 1997.

(3) In addition, where the third paragraph of section 21.1 of the said Act,
replaced by paragraph 2 of subsection 1, applies between 21 February 1994
and 27 April 1995, that third paragraph shall be read with “and sections”
replaced by “, subparagraph d of the third paragraph of section 559 and
sections 560.1.2,”.

13. (1) Section 21.2 of the said Act is replaced by the following :

“21.2. Where two or more corporations, each of which is referred to in
this section as a “predecessor corporation”, have amalgamated to form one
corporate entity, in this section referred to as the “new corporation”, the
following rules apply :

(a) control of a corporation is deemed not to have been acquired by any
person or group of persons solely because of the amalgamation unless it is
deemed under paragraph b or c to have been so acquired ;

(b) a person or group of persons that controls the new corporation
immediately after the amalgamation and did not control a predecessor
corporation immediately before the amalgamation is deemed to have acquired
immediately before the amalgamation control of the predecessor corporation
and of each corporation it controlled immediately before the amalgamation,
unless the person or group of persons would not have acquired control of the
predecessor corporation if the person or group of persons had acquired all the
shares of the predecessor corporation immediately before the amalgamation ;
and

(c) control of a predecessor corporation and of each corporation it controlled
immediately before the amalgamation is deemed to have been acquired
immediately before the amalgamation by a person or group of persons

i. unless the predecessor corporation was related, otherwise than because
of a right referred to in paragraph b of section 20, immediately before the
amalgamation to each other predecessor corporation,

ii. unless, if one person had immediately after the amalgamation acquired
all the shares of the new corporation’s capital stock that the shareholders of
the predecessor corporation, or of another predecessor corporation that
controlled the predecessor corporation, acquired on the amalgamation in
consideration for their shares of the predecessor corporation or of the other
predecessor corporation, as the case may be, the person would have acquired
control of the new corporation as a result of the acquisition of those shares, or
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iii. unless this paragraph would, but for this subparagraph, deem control of
each predecessor corporation to have been acquired on the amalgamation
where the amalgamation is an amalgamation of

(1) two corporations, or

(2) two particular corporations and one or more other corporations that
would, if all the shares of each other corporation’s capital stock that were held
immediately before the amalgamation by the particular corporations had been
held by one person, have been controlled by that person.”

(2) Subsection 1 applies in respect of

(1) an amalgamation that occurred between 31 December 1992 and 27 April
1995 where the corporate entity formed by the amalgamation so elects on or
before 30 November 2000 ; and

(2) amalgamations that occur after 26 April 1995, other than an
amalgamation that occurs pursuant to a written agreement entered into on or
before that date where the corporate entity formed by the amalgamation so
elects on or before 30 November 2000.

14. (1) The said Act is amended by inserting, after section 21.2, the
following section :

“21.2.1. Subject to section 21.3, where two or more persons, in this
section referred to as the “transferors”, dispose of shares of the capital stock of
a particular corporation in exchange for shares of the capital stock of another
corporation, in this section referred to as the “acquiring corporation”, control
of the acquiring corporation and of each corporation controlled by it
immediately before the exchange is deemed to have been acquired at the time
of the exchange by a person or group of persons unless

(a) the particular corporation and the acquiring corporation were related,
otherwise than because of a right referred to in paragraph b of section 20, to
each other immediately before the exchange ; or

(b) if all the shares of the acquiring corporation’s capital stock that were
acquired by the transferors on the exchange were acquired at the time of the
exchange by one person, the person would not control the acquiring
corporation.”

(2) Subsection 1 applies in respect of exchanges that occur after 26 April
1995, other than an exchange that occurs pursuant to a written agreement
entered into on or before that date.

15. (1) Section 21.3 of the said Act is amended

(1) by replacing, wherever they appear in the French text of paragraph a,
the words “avec laquelle” by the words “à laquelle” ;
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(2) by replacing paragraph b by the following :

“(b) the cancellation or redemption at any particular time of, or a change at
any particular time in the terms or conditions of, shares of the particular
corporation or of a corporation controlling the particular corporation, where
each person and each member of each group of persons that controls the
particular corporation immediately after the particular time was related,
otherwise than because of a right referred to in paragraph b of section 20, to
the particular corporation

i. immediately before the particular time, or

ii. immediately before the death of a person, where the shares were held
immediately before the particular time by a succession that acquired the
shares because of the person’s death.”

(2) Paragraph 2 of subsection 1 applies from the taxation year 1994.

16. (1) The said Act is amended by inserting, after section 21.3, the
following section :

“21.3.1. Where at a particular time shares of the capital stock of a
particular corporation are disposed of to another corporation, in this section
referred to as the “acquiring corporation”, for consideration that includes
shares of the acquiring corporation’s capital stock, control of the particular
corporation and of each corporation controlled by it immediately before that
time is deemed not to have been acquired by the acquiring corporation solely
because of the disposition if

(a) immediately after the particular time, the acquiring corporation and the
particular corporation are controlled by a person or group of persons who
controlled the particular corporation immediately before the particular time,
and did not, as part of the series of transactions or events that includes the
disposition, cease to control the acquiring corporation ; or

(b) all the shares of the particular corporation’s capital stock are disposed
of to the acquiring corporation for consideration that consists solely of shares
of the acquiring corporation’s capital stock and, immediately after the particular
time,

i. the acquiring corporation is not controlled by any person or group of
persons, and

ii. the fair market value of the shares of the capital stock of the particular
corporation is not less than 95% of the fair market value of the aggregate of
the assets of the acquiring corporation.”

(2) Subsection 1 has effect from 27 April 1995. However, where
section 21.3.1 of the said Act, enacted by subsection 1, applies in respect of



2374 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

acquisitions of shares that occur before 20 June 1996 or pursuant to a written
agreement entered into before 20 June 1996, that section shall be read with
subparagraph ii of paragraph b replaced by the following :

“ii. all or substantially all of the fair market value of the shares of the
acquiring corporation’s capital stock is attributable to the shares acquired by it
at the particular time.”

17. (1) Section 21.4 of the said Act is amended by replacing, in the French
text of the first paragraph, the words “société et” by the words “société de
personnes et”.

(2) Subsection 1 has effect from 1 May 1998.

18. (1) Section 21.4.1 of the said Act is amended

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

“21.4.1. A taxpayer who, at a particular time, acquires a right referred
to in paragraph b of section 20 in respect of a share of the capital stock of a
corporation is deemed to be in the same position in relation to the control of
the corporation as if the right were immediate and absolute and as if the
taxpayer had exercised the right at the particular time, where it can reasonably
be concluded that one of the main purposes of the acquisition of the right is” ;

(2) by replacing paragraph b by the following :

“(b) to avoid the application of Chapter IV.1, any of sections 83.0.3, 93.4,
225, 308.1, 384.4, 384.5, 560.1.2 and 736, paragraph a or b of section 736.0.2
and section 736.0.3.1 ; or”.

(2) Subsection 1 has effect from 27 April 1995. In addition, where
paragraphb of section 21.4.1 of the said Act, replaced by paragraph 2 of
subsection 1, applies between 21 February 1994 and 27 April 1995, that
paragraph b shall be read with “560.1.2,” inserted after “384.5,”.

19. (1) The said Act is amended by inserting, after section 21.4.1, the
following section :

“21.4.1.1. For the purposes of sections 21.2 to 21.3.1 and 21.4.1, the
following rules apply :

(a) a corporation incorporated without share capital is deemed to have a
capital stock of a single class of shares ;

(b) each member, policyholder and other participant in the corporation is
deemed to be a shareholder of the corporation ; and
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(c) the membership, policy or other interest in the corporation of each of
those participants is deemed to be the number of shares of the corporation’s
capital stock that the Minister considers reasonable in the circumstances,
having regard to the total number of participants in the corporation and the
nature of their participation.”

(2) Subsection 1 has effect from 27 April 1995.

20. (1) Chapter XIII of Title II of Book I of Part I of the said Act is
repealed.

(2) Subsection 1 has effect from 1 January 1998.

21. (1) The said Act is amended by inserting, after section 21.39, the
following :

“CHAPTER XIV

“ENVIRONMENTAL TRUST

“21.40. An environmental trust at any time means a trust resident in a
province and maintained at that time for the sole purpose of funding the
reclamation of a site in the province that is or has been used primarily for, or
for any combination of, the operation of a mine, the extraction of clay, peat,
sand, shale or aggregates, including dimension stone and gravel, or the deposit
of waste where

(a) the maintenance of the trust is provided for, or may become provided
for, pursuant to the terms of a contract entered into between the Government
of Canada or of a province or pursuant to a law of Canada or the province and
the contract was entered into or that law was enacted, as the case may be, on or
before the later of 1 January 1996 and the day that is one year after the day on
which the trust was created ; and

(b) the trust is none of the trusts described in the second paragraph.

The trusts to which subparagraph b of the first paragraph refers are any of
the following :

(a) a trust that relates at the time referred to in the first paragraph, in this
paragraph referred to as the “particular time”, to the reclamation of a well ;

(b) a trust that is not maintained at the particular time to secure the
reclamation obligations of one or more persons or partnerships that are
beneficiaries under the trust ;

(c) a trust that at the particular time has a trustee other than the Government
of Canada or of the province referred to in the first paragraph or a corporation
resident in Canada that is licensed or otherwise authorized under the laws of
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Canada or a province to carry on in Canada the business of offering to the
public its services as trustee ;

(d) a trust that borrows money at the particular time ;

(e) a trust that acquires at the particular time any property that is not
described in any of paragraphs a, b and f of the definition of “qualified
investment” in section 204 of the Income Tax Act (Revised Statutes of
Canada, 1985, chapter 1, 5th Supplement) ;

(f) a trust to which the first contribution was made before 1 January 1992 ;

(g) a trust from which any amount was distributed before 23 February
1994 ;

(h) if the particular time is before 1 January 1998, a trust, other than a
mining reclamation trust at that time,

i. to which the first contribution was made before 1 January 1996,

ii. from which no amount was distributed before 19 February 1997, or

iii. any interest in which was disposed of before 19 February 1997 ;

(i) a trust not resident in Québec that is not a qualifying environmental
trust for the purposes of the Income Tax Act because of an election made by it
to that effect in accordance with paragraph i of the definition of “qualifying
environmental trust” in subsection 1 of section 248 of that Act ;

(j) a trust resident in Québec that elected in a notice in writing filed with
the Minister on or before 31 December 1999 or on or before 1 April of the year
following the year in which the first contribution to the trust was made, not to
be an environmental trust ; and

(k) a trust that was, at any time before the particular time but during its
existence, not an environmental trust.”

(2) Subsection 1 has effect from 1 January 1992. In addition, in the case of
a trust that is referred to in subparagraph i or j of the second paragraph of
section 21.40 of the said Act, enacted by subsection 1, the following rules
apply :

(1) the trust is deemed, for the purposes of the said Act, never to have been
a mining reclamation trust ; and

(2) notwithstanding sections 1010 to 1011 of the said Act, the Minister of
Revenue must, on or before 31 December 2001, make any assessment or
reassessment of tax, interest and penalties under Part I of the said Act that is
necessary for a taxation year to give effect to this subsection.
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22. (1) The said Act is amended by inserting, after section 37.1, the
following section :

“37.2. For the purposes of section 37, where an employer or former
employer of an individual makes a top-up disability payment, within the
meaning assigned by section 43.0.2, in respect of the individual, the payment
is deemed not to be a benefit received or enjoyed by the individual.”

(2) Subsection 1 applies in respect of payments made after 10 August
1994.

23. (1) The said Act is amended by inserting, after section 43, the following
sections :

“43.0.1. For the purposes of section 43, where an employer or former
employer of an individual makes a top-up disability payment in respect of the
individual, the following rules apply :

(a) the payment is deemed not to be a contribution made by the employer
or former employer to or under the insurance plan of which the disability
policy in respect of which the payment is made is or was a part ; and

(b) if the payment is made to the individual, it is deemed to be an amount
received by the individual pursuant to the insurance plan referred to in
paragraph a.

“43.0.2. In section 43.0.1 and in this section,

“disability policy” means a group disability insurance policy that provides
for periodic payments to individuals in respect of the loss of remuneration
from an office or employment ;

“top-up disability payment” in respect of an individual means a payment
made by an employer or former employer of the individual as a consequence
of the insolvency of an insurer that was obligated to make payments to the
individual under a disability policy where

(a) the payment is made to an insurer so that periodic payments made to
the individual under the disability policy will not be reduced because of the
insolvency, or will be reduced by a lesser amount ; or

(b) the payment is made to the individual to replace, in whole or in part,
periodic payments that would have been made under the disability policy to
the individual but for the insolvency and the payment is made under an
arrangement by which the individual is required to reimburse the payment to
the extent that the individual subsequently receives an amount from an insurer
in respect of the portion of the periodic payments that the payment was
intended to replace.
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For the purposes of paragraphs a and b of the definition of “top-up disability
payment” in the first paragraph, an insurance policy that replaces a disability
policy is deemed to be the same policy as, and a continuation of, the disability
policy that was replaced.”

(2) Subsection 1 applies in respect of payments made after 10 August
1994.

24. (1) Section 78.1 of the said Act, amended by section 29 of chapter 83
of the statutes of 1999, is again amended by replacing the first paragraph by
the following :

“78.1. An individual may deduct an amount paid by or on behalf of the
individual in the year pursuant to an arrangement, other than an arrangement
described in paragraph b of the definition of “top-up disability payment” in
the first paragraph of section 43.0.2, under which the individual is required to
reimburse any amount paid to the individual for a period throughout which the
individual did not perform the duties of the individual’s office or employment,
to the extent that the amount so paid to the individual for the period was
included in computing the individual’s income for the year from an office or
employment.”

(2) Subsection 1 applies in respect of arrangements entered into after
10 August 1994. However, where the first paragraph of section 78.1 of the
said Act, enacted by subsection 1, applies in respect of reimbursements made
in a taxation year preceding the taxation year 1998, it shall be read without
reference to the words “for the year” after the words “the individual’s income”.

25. (1) The said Act is amended by inserting, after section 78.1, the
following section :

“78.1.1. An individual may deduct the amount determined in respect of
the individual for the year under the second paragraph where, as a consequence
of the receipt of an amount, in this section referred to as the “deferred
amount”, from an insurer, an amount is reimbursed by or on behalf of the
individual to an employer or former employer of the individual pursuant to an
arrangement described in paragraph b of the definition of “top-up disability
payment” in the first paragraph of section 43.0.2, and the reimbursement is
made

(a) in the year, other than within the first 60 days of the year if the deferred
amount was received in the preceding taxation year ; or

(b) within 60 days after the end of the year, if the deferred amount was
received in the year.

The amount to which the first paragraph refers in respect of an individual
for the year is the lesser of
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(a) the amount included under section 43 in respect of the deferred amount
in computing the individual’s income for any taxation year ; and

(b) the amount of the reimbursement referred to in the first paragraph in
respect of the individual for the year.”

(2) Subsection 1 applies in respect of amounts reimbursed after 10 August
1994.

26. (1) Section 83 of the said Act is replaced by the following :

“83. For the purpose of computing a taxpayer’s income for a taxation
year from a business that is not an adventure or concern in the nature of trade,
property described in an inventory shall be valued at the end of the year at the
cost at which the taxpayer acquired the property or its fair market value at the
end of the year, whichever is lower, or in a prescribed manner.”

(2) Subsection 1 applies to taxation years that end after 20 December 1995.
In addition, it applies, in respect of a business that is an adventure or concern
in the nature of trade,

(1) to taxation years of a taxpayer that end before 21 December 1995,
except where

(a) the taxpayer’s filing-due date for the year is after 20 December 1995, or

(b) the taxpayer has valued the inventory of the business for the purpose of
computing income for the year from the business at an amount that is less than
the cost at which the taxpayer acquired the property, which valuation has been
taken into account in a fiscal return filed under Part I of the said Act before
21 December 1995 or has been the subject of a notice of objection served on
the Minister of Revenue or a notice of appeal filed before that date ; and

(2) to fiscal periods of a partnership that end before 21 December 1995,
except where

(a) the filing-due dates of all of the members of the partnership for their
taxation years that include the end of the fiscal period are after 20 December
1995, or

(b) the partnership has valued the inventory of the business for the purpose
of computing income for the fiscal period from the business at an amount that
is less than the cost at which the partnership acquired the property, which
valuation has been taken into account in a fiscal return filed under Part I of the
said Act before 21 December 1995 by any member of the partnership or has
been the subject of a notice of objection served on the Minister of Revenue or
a notice of appeal filed before that date by any member of the partnership.
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27. (1) The said Act is amended by inserting, after section 83, the following
sections :

“83.0.1. For the purpose of computing a taxpayer’s income from a
business that is an adventure or concern in the nature of trade, property
described in an inventory shall be valued at the cost at which the taxpayer
acquired the property.

“83.0.2. Where, at the end of a taxpayer’s taxation year that is the last
year in which property described in an inventory of a business that is an
adventure or concern in the nature of trade was valued in accordance with
section 83, the property was valued at an amount that is less than the cost at
which the taxpayer acquired the property, after that time the cost to the
taxpayer at which the property was acquired is, subject to section 83.0.3,
deemed to be equal to that amount.

“83.0.3. Notwithstanding section 83.0.1, property described in an
inventory of a corporation’s business that is an adventure or concern in the
nature of trade at the end of the corporation’s taxation year that ends
immediately before the time at which control of the corporation is acquired by
a person or group of persons shall be valued at the cost at which the corporation
acquired the property, or its fair market value at the end of the year, whichever
is lower, and, after that time, the cost at which the corporation acquired the
property is deemed to be equal to that lower amount.”

(2) Subsection 1 applies to taxation years that end after 20 December 1995.
In addition, it applies, in respect of a business that is an adventure or concern
in the nature of trade,

(1) to taxation years of a taxpayer that end before 21 December 1995,
except where

(a) the taxpayer’s filing-due date for the year is after 20 December 1995, or

(b) the taxpayer has valued the inventory of the business for the purpose of
computing income for the year from the business at an amount that is less than
the cost at which the taxpayer acquired the property, which valuation has been
taken into account in a fiscal return filed under Part I of the said Act before
21 December 1995 or has been the subject of a notice of objection served on
the Minister of Revenue or a notice of appeal filed before that date ; and

(2) to fiscal periods of a partnership that end before 21 December 1995,
except where

(a) the filing-due dates of all of the members of the partnership for their
taxation years that include the end of the fiscal period are after 20 December
1995, or



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2381

(b) the partnership has valued the inventory of the business for the purpose
of computing income for the fiscal period from the business at an amount that
is less than the cost at which the partnership acquired the property, which
valuation has been taken into account in a fiscal return filed under Part I of the
said Act before 21 December 1995 by any member of the partnership or has
been the subject of a notice of objection served on the Minister of Revenue or
a notice of appeal filed before that date by any member of the partnership.

28. (1) Section 83.1 of the said Act is replaced by the following :

“83.1. For the purposes of sections 83, 83.0.1 and 83.0.3, where land is
described in an inventory of a business of a taxpayer, the cost at which the
taxpayer acquired the land shall include each amount that

(a) is the amount of an expense referred to in the first paragraph of
section 164, in respect of the land and for which no deduction is permitted to
the taxpayer, or to another person or partnership that is

i. a person or partnership with whom or with which the taxpayer does not
deal at arm’s length,

ii. if the taxpayer is a corporation, a person or partnership that is a specified
shareholder of the taxpayer, or

iii. if the taxpayer is a partnership, a person or partnership whose share of
any income or loss of the taxpayer is 10% or more ; and

(b) is not included in or added to the cost to that other person or partnership
of any property otherwise than because of paragraph e.1 of section 255 or
subparagraph xi of paragraph i of that section.”

(2) Subsection 1 applies to taxation years that end after 20 December 1995.
In addition, it applies, in respect of a business that is an adventure or concern
in the nature of trade,

(1) to taxation years of a taxpayer that end before 21 December 1995,
except where

(a) the taxpayer’s filing-due date for the year is after 20 December 1995, or

(b) the taxpayer has valued the inventory of the business for the purpose of
computing income for the year from the business at an amount that is less than
the cost at which the taxpayer acquired the property, which valuation has been
taken into account in a fiscal return filed under Part I of the said Act before
21 December 1995 or has been the subject of a notice of objection served on
the Minister of Revenue or a notice of appeal filed before that date ; and

(2) to fiscal periods of a partnership that end before 21 December 1995,
except where
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(a) the filing-due dates of all of the members of the partnership for their
taxation years that include the end of the fiscal period are after 20 December
1995, or

(b) the partnership has valued the inventory of the business for the purpose
of computing income for the fiscal period from the business at an amount that
is less than the cost at which the partnership acquired the property, which
valuation has been taken into account in a fiscal return filed under Part I of the
said Act before 21 December 1995 by any member of the partnership or has
been the subject of a notice of objection served on the Minister of Revenue or
a notice of appeal filed before that date by any member of the partnership.

29. (1) Section 84.1 of the said Act is replaced by the following :

“84.1. Where property described in an inventory of a taxpayer’s business
that is not an adventure or concern in the nature of trade is valued at the end of
a taxation year in accordance with a method permitted under sections 83 to
85.6, that method shall, subject to section 85.5, be used in the valuation of
property described in the inventory of that business at the end of the following
taxation year for the purpose of computing the taxpayer’s income from the
business unless the taxpayer, with the concurrence of the Minister and on any
terms and conditions that are specified by the Minister, adopts another method
permitted under those sections.”

(2) Subsection 1 applies to taxation years that end after 20 December 1995.
In addition, it applies, in respect of a business that is an adventure or concern
in the nature of trade,

(1) to taxation years of a taxpayer that end before 21 December 1995,
except where

(a) the taxpayer’s filing-due date for the year is after 20 December 1995, or

(b) the taxpayer has valued the inventory of the business for the purpose of
computing income for the year from the business at an amount that is less than
the cost at which the taxpayer acquired the property, which valuation has been
taken into account in a fiscal return filed under Part I of the said Act before
21 December 1995 or has been the subject of a notice of objection served on
the Minister of Revenue or a notice of appeal filed before that date ; and

(2) to fiscal periods of a partnership that end before 21 December 1995,
except where

(a) the filing-due dates of all of the members of the partnership for their
taxation years that include the end of the fiscal period are after 20 December
1995, or

(b) the partnership has valued the inventory of the business for the purpose
of computing income for the fiscal period from the business at an amount that
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is less than the cost at which the partnership acquired the property, which
valuation has been taken into account in a fiscal return filed under Part I of the
said Act before 21 December 1995 by any member of the partnership or has
been the subject of a notice of objection served on the Minister of Revenue or
a notice of appeal filed before that date by any member of the partnership.

30. (1) Section 87 of the said Act, amended by section 30 of chapter 83 of
the statutes of 1999, is again amended by replacing paragraphsz to z.2 by the
following :

“(z) any amount received by the taxpayer in the year as a beneficiary under
an environmental trust, whether or not the amount is included because of
section 692.1 in computing the taxpayer’s income for any taxation year ;

“(z.1) the consideration received by the taxpayer in the year for the
disposition to another person or partnership of all or part of the taxpayer’s
interest as a beneficiary under an environmental trust, other than consideration
that is the assumption of a reclamation obligation in respect of the trust ;

“(z.2) any amount required because of section 485.13 to be included in
computing the taxpayer’s income for the year ;”.

(2) Subsection 1, where it enacts paragraphs z and z.1 of section 87 of the
said Act, applies to taxation years that end after 18 February 1997.

(3) Subsection 1, where it enacts paragraph z.2 of section 87 of the said
Act, applies to taxation years that end after 21 February 1994.

31. (1) Sections 93.1 to 93.3 of the said Act are replaced by the following :

“93.1. For the purposes of subparagraph iv of paragraph e of section 93
and of Title IV, sections 93.2 and 93.3 apply, notwithstanding sections 99 and
251, where at any particular time in a taxation year a taxpayer disposes of a
building of a prescribed class and the proceeds of disposition of the building
determined without reference to this section and sections 93.2 to 93.3.1 are
less than the lesser of the cost amount and the capital cost to the taxpayer of
the building immediately before the disposition.

“93.2. Where in the taxation year referred to in section 93.1 the taxpayer
or a person with whom the taxpayer does not deal at arm’s length disposes of
the land subjacent to, or immediately contiguous to and necessary for the use
of, the building, the following rules apply :

(a) the proceeds of disposition of the building are deemed to be equal to the
lesser of

i. the amount by which the aggregate of the fair market value of the
building at the particular time referred to in section 93.1 and the fair market
value of the land immediately before its disposition exceeds the lesser of
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(1) the fair market value of the land immediately before its disposition, and

(2) the amount by which the cost amount to the vendor of the land,
determined without reference to this section and sections 93.1 and 93.3,
exceeds the aggregate of the capital gains, determined without reference to
subparagraph b of the first paragraph and the second paragraph of section 234,
in respect of dispositions of the land within three years before the particular
time by the taxpayer or by a person with whom the taxpayer was not dealing at
arm’s length to the taxpayer or to another person with whom the taxpayer was
not dealing at arm’s length, and

ii. the greater of the fair market value of the building at the particular time
and the lesser of the cost amount and the capital cost to the taxpayer of the
building immediately before its disposition ;

(b) notwithstanding any other provision of this Part, the proceeds of
disposition of the land are deemed to be equal to the amount by which the
aggregate of the proceeds of disposition of the building and of the land
determined without reference to this section and sections 93.1, 93.3 and
93.3.1 exceeds the proceeds of disposition of the building as determined under
paragraph a ; and

(c) the cost to the purchaser of the land shall be determined without
reference to this section and sections 93.1 and 93.3.

“93.3. Where section 93.2 does not apply with respect to the disposition
referred to in section 93.1 and, before the disposition, the taxpayer or a person
with whom the taxpayer did not deal at arm’s length owned the land subjacent
to, or immediately contiguous to and necessary for the use of, the building, the
proceeds of disposition of the building are deemed to be equal to the aggregate
of the proceeds of disposition of the building determined without reference to
this section and sections 93.1, 93.2 and 93.3.1, and 1/4 of the amount by which
the greater of the cost amount to the taxpayer of the building immediately
before its disposition and the fair market value of the building immediately
before its disposition exceeds the proceeds of disposition of the building
determined without reference to this section and sections 93.1, 93.2 and
93.3.1.”

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

32. (1) The said Act is amended by inserting, after section 93.3, the
following section :

“93.3.1. The rules in the second paragraph apply where

(a) a corporation, trust or partnership, in this section referred to as the
“transferor”, disposes at a particular time, otherwise than in a disposition
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described in any of paragraphs a to e of section 238, of a particular depreciable
property of a particular prescribed class of the transferor ;

(b) the lesser of the following amounts exceeds the amount that would
otherwise be the transferor’s proceeds of disposition of the particular property
at the particular time :

i. the capital cost to the transferor of the particular property, and

ii. the proportion of the undepreciated capital cost to the transferor of all
property of the particular class immediately before the particular time that the
fair market value of the particular property at the particular time is of the fair
market value of all property of the particular class immediately before the
particular time ; and

(c) on the thirtieth day after the particular time, a particular person or
partnership, who is the transferor or a person affiliated with the transferor,
owns or has a right to acquire the particular property, other than a right, as
security only, derived from a mortgage, agreement of sale or similar obligation.

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

(a) sections 518 to 533 and 614 to 617 do not apply in respect of the
disposition of the particular property ;

(b) for the purpose of applying this division, sections 130 and 130.1 and
any regulations made for the purposes of paragraph a of section 130 in respect
of the transferor for taxation years that end after the particular time,

i. the transferor is deemed to have disposed of the particular property for
proceeds of disposition equal to the lesser of the amounts determined in
subparagraphs i and ii of subparagraph b of the first paragraph with respect to
the particular property,

ii. where two or more properties of a prescribed class of the transferor are
disposed of at the same time, subparagraph i applies in their respect as if each
property so disposed of had been separately disposed of in the order designated
by the transferor or, if the transferor does not designate an order, in the order
designated by the Minister,

iii. the transferor is deemed to own a property that was acquired before the
beginning of the taxation year that includes the particular time at a capital cost
equal to the amount of the excess described in subparagraph b of the first
paragraph with respect to the particular property, and that is property of the
particular class, until the time that is immediately before the first time, after
the particular time,

(1) at which a 30-day period begins throughout which neither the transferor
nor a person affiliated with the transferor owns or has a right to acquire the
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particular property, other than a right, as security only, derived from a mortgage,
agreement of sale or similar obligation,

(2) at which the particular property is not used by the transferor or a person
affiliated with the transferor for the purpose of earning income and is used for
another purpose,

(3) at which the particular property would, if it were owned by the transferor,
be deemed under section 785.1, 785.2 or 999.1 to have been disposed of by the
transferor,

(4) that is immediately before control of the transferor is acquired by a
person or group of persons, where the transferor is a corporation, or

(5) at which the winding-up of the transferor begins, other than a winding-
up referred to in section 556, where the transferor is a corporation, and

iv. the property described in subparagraph iii is considered to have become
available for use by the transferor at the time at which the particular property
is considered to have become available for use by the particular person or
partnership referred to in subparagraph c of the first paragraph ;

(c) for the purposes of subparagraphs iii and iv of subparagraph b, where a
partnership otherwise ceases to exist at any time after the particular time,

i. the partnership is deemed not to have ceased to exist until the time that is
immediately after the first time described in subparagraphs 1 to 5 of
subparagraph iii of subparagraph b, and

ii. each person who was a member of the partnership immediately before
the partnership would, but for this subparagraph c, have ceased to exist is
deemed to remain a member of the partnership, until the time that is immediately
after the first time described in subparagraphs 1 to 5 of subparagraph iii of
subparagraph b ; and

(d) for the purpose of applying this division, sections 130 and 130.1 and
any regulations made for the purposes of paragraph a of section 130 in respect
of the particular person or partnership referred to in subparagraph c of the first
paragraph,

i. that person’s or partnership’s capital cost of the particular property is
deemed to be equal to the amount that was the transferor’s capital cost of that
property, and

ii. the amount by which the transferor’s capital cost of the particular
property exceeds its fair market value at the particular time is deemed to have
been allowed as depreciation to the particular person or partnership in respect
of property of the prescribed class that includes that property for taxation
years ending before the particular time.”
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(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995. However, where a property is disposed
of between 26 April 1995 and 20 June 1996 and the person, trust or partnership
that disposes of the property makes an election in writing which must be filed
with the Minister of Revenue on or before 31 August 2000, the portion of
subparagraph iii of subparagraph b of the second paragraph of section 93.3.1
of the said Act before subparagraph 1, enacted by subsection 1, shall be read
with “a separate prescribed class that is the same as” inserted after “that is
property of”.

33. (1) Sections 93.4 and 93.5 of the said Act are replaced by the following :

“93.4. For the purposes of subparagraph i of paragraph e of section 93,
where control of a corporation has been acquired at a particular time by a
person or group of persons and, within the 12-month period that ended
immediately before that time, the corporation or a partnership of which it was
a majority interest partner acquired depreciable property that was not used, or
acquired for use, by the corporation or partnership in a business that was
carried on by it immediately before the 12-month period began,

(a) the property is, subject to subparagraph b, deemed to have been acquired
by the corporation or partnership immediately after the particular time and not
to have been acquired by it before the particular time ; and

(b) where the property was disposed of by the corporation or partnership
before the particular time and was not reacquired by it before that time, the
property is deemed to have been acquired by the corporation or partnership
immediately before the property was disposed of.

However, the first paragraph does not apply in the case of an acquisition of
property that was owned by the corporation or partnership or by a person that
would, but for the definition of “controlled” in section 21.0.1, have been
affiliated with the corporation throughout the period that began immediately
before the 12-month period referred to in the first paragraph began and ended
at the time the property was acquired by the corporation or partnership.

“93.5. For the purposes of section 93.4, where a corporation referred to
in that section was incorporated or otherwise formed in the 12-month period,
the corporation is deemed to have been

(a) in existence throughout the period that began immediately before the
12-month period and ended immediately after it was incorporated or otherwise
formed ; and

(b) affiliated, throughout the period referred to in paragraph a, with every
person with whom it was affiliated, otherwise than because of a right referred
to in paragraph b of section 20, throughout the period that began when it was
incorporated or otherwise formed and ended immediately before its control is
acquired.”
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(2) Subsection 1 applies in respect of acquisitions of control that occur
after 26 April 1995.

34. (1) Section 99 of the said Act is amended by replacing the portion of
paragraph d.2 before subparagraph i by the following :

“(d.2) where a corporation is deemed under subparagraph c of the second
paragraph of section 736 to have disposed of and reacquired depreciable
property, other than a timber resource property, the capital cost to the
corporation of the property at the time of the reacquisition is deemed to be the
amount that is equal to the aggregate of”.

(2) Subsection 1 has effect from 27 April 1995.

35. (1) Section 105 of the said Act is amended by replacing subparagraph ii
of paragraph a by the following :

“ii. the amount determined by the formula in section 105.2 shall be included
in computing the taxpayer’s income from the business for the year ; and”.

(2) Subsection 1 applies to fiscal periods that end after 22 February 1994,
otherwise than solely because of an election under subsection 1 of section 190
of the said Act.

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

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

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

(b) the amount determined by the formula

A – B.

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

(a) A is 3/4 of the amount determined in respect of the taxpayer for the
particular year equal to the amount by which



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2389

i. the aggregate of all amounts each of which is the taxpayer’s proceeds
from a disposition in the particular year or a preceding taxation year that
begins after 31 December 1987 of an intangible capital property in respect of
the business that, at the time of disposition, was a qualified farm property of
the taxpayer, exceeds

ii. the aggregate of all amounts each of which is

(1) an intangible capital amount of the taxpayer in respect of the business
payable or disbursed in relation to a qualified farm property disposed of by the
taxpayer in the particular year or a preceding taxation year that begins after
31 December 1987, or

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

(b) B is the aggregate of all amounts each of which is

i. that portion of an amount deemed under subparagraph ii of paragraph a
of section 105, as it applied in respect of the business to a fiscal period that
begins after 31 December 1987 and ends before 23 February 1994, to be a
taxable capital gain of the taxpayer that may reasonably be attributed to a
disposition of a qualified farm property of the taxpayer, or

ii. an amount deemed under this division to be a taxable capital gain of the
taxpayer for a taxation year preceding the particular year from the disposition
of qualified farm property of the taxpayer.”

(2) Subsection 1 applies to fiscal periods that end after 22 February 1994,
otherwise than solely because of an election under subsection 1 of section 190
of the said Act.

37. (1) The said Act is amended by inserting, after section 106.3, the
following section :

“106.4. The rules in the second paragraph apply where

(a) a corporation, trust or partnership, in this section referred to as the
“transferor”, disposes of a particular intangible capital property in respect of a
business of the transferor in respect of which it would, but for this section, be
permitted a deduction under paragraph a of section 188 as a consequence of
the disposition ;

(b) during the period that begins 30 days before and ends 30 days after the
time of disposition, the transferor or a person affiliated with the transferor
acquires a property, in this section referred to as the “substituted property”,
that is, or is identical to, the particular intangible capital property ; and
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(c) at the end of the 30 days following the time of disposition, the transferor
or a person or partnership affiliated with the transferor owns the substituted
property.

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

(a) for the purposes of this division and sections 130, 188 and 189, the
transferor is deemed to continue to own intangible capital property in respect
of the business until the particular time that is immediately before the first
time, after the time of disposition,

i. at which a 30-day period begins throughout which neither the transferor
nor a person affiliated with the transferor owns the substituted property, or a
property that is identical to the substituted property and that was acquired
after the day that is 31 days before the period begins,

ii. at which the substituted property is not intangible capital property in
respect of a business carried on by the transferor or a person affiliated with the
transferor,

iii. at which the substituted property would, if it were owned by the
transferor, be deemed under section 785.1, 785.2 or 999.1 to have been
disposed of by the transferor,

iv. that is immediately before control of the transferor is acquired by a
person or group of persons, where the transferor is a corporation, or

v. at which the winding-up of the transferor begins, other than a winding-
up referred to in section 556, where the transferor is a corporation ;

(b) for the purposes of this division and sections 130, 188 and 189, the
transferor is deemed not to have ceased to carry on the business before the
particular time referred to in subparagraph a ; and

(c) for the purposes of the first paragraph and subparagraphs a and b,

i. a right to acquire a property, other than a right, as security only, derived
from a mortgage, agreement of sale or similar obligation, is deemed to be a
property that is identical to the property, and

ii. where a partnership otherwise ceases to exist at any time after the time
of disposition,

(1) the partnership is deemed not to have ceased to exist until the time that
is immediately after the first time described in subparagraphs i to v of
subparagraph a, and

(2) each person who, immediately before the partnership would, but for
this subparagraph ii, have ceased to exist, was a member of the partnership is
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deemed to remain a member of the partnership, until the time that is immediately
after the first time described in subparagraphs i to v of subparagraph a.”

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

38. (1) Section 114 of the said Act, amended by section 34 of chapter 83
of the statutes of 1999, is again amended

(1) by replacing, in the second paragraph, the portion before subparagrapha
by the following :

“Section 113 does not apply if the conditions set out in the third paragraph
are met and the loan was made or the indebtedness arose” ;

(2) by replacing, in subparagraph a of the second paragraph, the words “an
automobile” by the words “a motor vehicle” ;

(3) by inserting, after subparagraph a of the second paragraph, the following
subparagraph :

“(a.1) in respect of a person who is an individual and an employee of the
lender or creditor but not a specified employee of the lender or creditor ;” ;

(4) by replacing, in the English text, subparagraph c of the second paragraph
by the following :

“(c) in respect of a person who is an employee of the lender or creditor or
who is the spouse of an employee of the lender or creditor to enable or assist
the person to acquire a dwelling or a share of the capital stock of a housing
cooperative acquired for the sole purpose of acquiring the right to inhabit a
dwelling owned by the cooperative, where the dwelling is for the person’s
habitation.” ;

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

“The conditions to which the second paragraph refers are as follows :

(a) at the time the loan was made or the indebtedness arose, bona fide
arrangements were made for repayment of the loan or debt within a reasonable
time ; and

(b) it is reasonable to conclude that the employee or the employee’s spouse
received the loan, or became indebted, because of the employee’s employment
and not because of any person’s share-holdings.”

(2) Paragraphs 1 and 5 of subsection 1 apply in respect of loans made or
indebtedness arising after 25 April 1995.
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(3) Paragraphs 2 and 3 of subsection 1 apply in respect of loans made or
indebtedness arising in a taxation year that ends after 31 December 1989.

39. (1) The said Act is amended by inserting, after section 114, the following
section :

“114.1. Section 113 does not apply to a loan made or a debt that arose
in respect of a trust where

(a) the lender or creditor is a private corporation ;

(b) the corporation is the settlor and sole beneficiary of the trust ;

(c) the sole purpose of the trust is to facilitate the purchase and sale of the
shares of the corporation, or of another corporation related to the corporation,
for an amount equal to their fair market value at the time of the purchase or
sale, as the case may be, from or to the employees of the corporation or of the
related corporation, other than employees who are specified employees of the
corporation or of another corporation related to the corporation, as the case
may be ; and

(d) at the time the loan was made or the indebtedness arose, bona fide
arrangements were made for repayment of the loan or debt within a reasonable
time.”

(2) Subsection 1 applies in respect of loans made or indebtedness arising in
a taxation year that ends after 31 December 1989. However, where section 114.1
of the said Act, enacted by subsection 1, applies in respect of loans made or
indebtedness arising before 20 June 1996, paragraph c of that section shall be
read without reference to “, other than employees who are specified employees
of the corporation or of another corporation related to the corporation”.

40. (1) The said Act is amended by inserting, after section 116, the following
section :

“116.1. For the purposes of this division, an individual who is an
employee of a partnership is deemed to be a specified employee of the
partnership where the individual is a specified shareholder of one or more
corporations that, in total, are entitled, directly or indirectly, to a share of any
income or loss of the partnership, which share is not less than 10% of the
income or loss.”

(2) Subsection 1 applies in respect of loans made or indebtedness arising in
a taxation year that ends after 31 December 1989.

41. (1) Sections 119.2 and 119.15 of the said Act are amended by striking
out the definition of “majority interest partner”.

(2) Subsection 1 has effect from 27 April 1995.
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42. (1) Section 147 of the said Act is amended, in subparagraph a of the
second paragraph,

(1) by replacing “the particular year or within 60 days thereafter” by “the
year that follows the particular year” ;

(2) by striking out “within the meaning of section 359.1”.

(2) Paragraph 1 of subsection 1 has effect from 1 January 1997.

(3) Paragraph 2 of subsection 1 has effect from 1 December 1994.

43. (1) Section 157 of the said Act is amended by replacing paragraphs r
and s by the following :

“( r) a contribution made in the year by the taxpayer to an environmental
trust under which the taxpayer is a beneficiary ;

“(s) the consideration paid by the taxpayer in the year for the acquisition
from another person or partnership of all or part of the taxpayer’s interest as a
beneficiary under an environmental trust, other than consideration that is the
assumption of a reclamation obligation in respect of the trust ; and”.

(2) Subsection 1 applies to taxation years that end after 18 February 1997.
In addition, for the purposes of paragraph r of section 157 of the said Act,
enacted by subsection 1, each contribution made by a taxpayer to a trust, other
than a mining reclamation trust within the meaning of section 21.39 of the said
Act, after 31 December 1995 and before 19 February 1997, is deemed to have
been made on 19 February 1997.

44. (1) Section 175.2 of the said Act is amended by adding, after
paragraphd.2, the following paragraph :

“(d.3) making a contribution to a registered education savings plan.”

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

45. (1) Section 175.7 of the said Act is replaced by the following :

“175.7. Section 175.9 applies, subject to section 851.22.28, where

(a) a taxpayer, in this section and section 175.9 referred to as the “transferor”,
disposes of a particular property ;

(b) the disposition is not described in any of paragraphs a to e of section 238 ;

(c) the transferor is not an insurer ;
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(d) the ordinary business of the transferor includes the lending of money
and the particular property was used or held in the course of that business ;

(e) the particular property is a share, or a loan, bond, debenture, note,
obligation secured by mortgage, agreement of sale or any other indebtedness ;

(f) the particular property was, immediately before the disposition, not a
capital property of the transferor ;

(g) during the period that begins 30 days before and ends 30 days after the
time of disposition, the transferor or a person affiliated with the transferor
acquires a property, in this section and section 175.9 referred to as the
“substituted property”, that is, or is identical to, the particular property ; and

(h) at the end of the 30 days following the time of disposition, the transferor
or a person affiliated with the transferor owns the substituted property.”

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995, other than a disposition that occurred
before 1 July 1995 to which section 851.22.28 of the said Act does not apply
or would not apply if the disposition had occurred after 30 June 1995.

46. (1) The said Act is amended by inserting, after section 175.7, the
following sections :

“175.8. Section 175.9 also applies where

(a) a person, in this section and section 175.9 referred to as the “transferor”,
disposes of a particular property ;

(b) the particular property is described in an inventory of a business that is
an adventure or concern in the nature of trade ;

(c) the disposition is not a disposition that is deemed to have occurred
under any of sections 436, 440, 444, 450, 450.6, 653, 785.1 and 785.2,
paragraph f of section 785.5, or section 832.1 or 999.1 ;

(d) during the period that begins 30 days before and ends 30 days after the
time of disposition, the transferor or a person affiliated with the transferor
acquires property, in this section and section 175.9 referred to as the “substituted
property”, that is, or is identical to, the particular property ; and

(e) at the end of the 30 days following the time of disposition, the transferor
or a person affiliated with the transferor owns the substituted property.

“175.9. If this section applies because of section 175.7 or 175.8 in
respect of a disposition of a particular property,

(a) the transferor’s loss from the disposition is deemed to be nil ; and
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(b) the transferor’s loss from the disposition, determined without reference
to this section, is deemed to be a loss of the transferor from a disposition of the
particular property at the first time, after the time of disposition,

i. at which a 30-day period begins throughout which neither the transferor
nor a person affiliated with the transferor owns the substituted property, or a
property that is identical to the substituted property and that was acquired
after the day that is 31 days before the period begins,

ii. at which the substituted property would, if it were owned by the transferor,
be deemed under section 785.1, 785.2 or 999.1 to have been disposed of by the
transferor,

iii. that is immediately before control of the transferor is acquired by a
person or group of persons, where the transferor is a corporation, or

iv. at which the winding-up of the transferor begins, other than a winding-
up referred to in section 556, where the transferor is a corporation.

For the purposes of subparagraph b of the first paragraph, where a partnership
otherwise ceases to exist at any time after the time of disposition,

(a) the partnership is deemed not to have ceased to exist until the time that
is immediately after the first time described in subparagraphs i to iv of
subparagraph b ; and

(b) each person who was a member of the partnership immediately before
the partnership would, but for this section, have ceased to exist is deemed to
remain a member of the partnership, until the time that is immediately after
the first time described in subparagraphs i to iv of subparagraph b.

“175.10. For the purposes of sections 175.7 to 175.9, a right to acquire
a property, other than a right, as security only, derived from a mortgage,
agreement of sale or similar obligation, is deemed to be a property that is
identical to the property.”

(2) Subsection 1, where it enacts section 175.8 of the said Act, applies in
respect of dispositions of property that occur after 20 June 1996, other than a
disposition that occurred before 1 January 1997 to a person or partnership that
was obliged on 20 June 1996 to acquire the property pursuant to the terms of
an agreement in writing made on or before that date and, for the purposes of
this subsection, a person or partnership shall be considered not to be obliged
to acquire property where the person or partnership can be excused from
performing the obligation if there is a change to the said Act or if there is an
adverse assessment under the said Act.

(3) Subsection 1, where it enacts sections 175.9 and 175.10 of the said Act,
applies in respect of dispositions of property that occur after 26 April 1995.



2396 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

47. (1) Section 192 of the said Act is amended by striking out the second
paragraph.

(2) Subsection 1 has effect from 27 April 1995.

48. (1) The said Act is amended by inserting, after section 192, the following
section :

“192.1. For the purposes of this Part,

(a) any income or loss of a State body or a federal Crown body from a
business carried on, respectively, by the State body or the Crown body as a
mandatary of the State or of Her Majesty, as the case may be, or from a
property of the State or of Her Majesty administered, respectively, by the
State body or the federal Crown body shall be treated as if it were an income
or loss of the State body or federal Crown body from the business or the
property, as the case may be ; and

(b) any property, obligation or debt of any kind whatever held, administered,
entered into or incurred, as the case may be, by a State body or a federal
Crown body as a mandatary of the State or of Her Majesty, as the case may be,
shall be treated as if it were a property, obligation or debt, as the case may be,
of the State body or federal Crown body.”

(2) Subsection 1 has effect from 27 April 1995. However, where
paragraphsa and b of section 192.1 of the said Act, enacted by subsection 1,
apply before 12 June 1998, they shall be read as follows :

“(a) any income or loss of a Crown corporation of Québec or Canada from
a business carried on by the corporation as a mandatary of the Government or
of Her Majesty, as the case may be, or from a property of the Government or
of Her Majesty administered by the corporation shall be treated as if it were an
income or loss of the corporation from the business or the property, as the case
may be ; and

“(b) any property, obligation or debt of any kind whatever held,
administered, entered into or incurred, as the case may be, by a Crown
corporation of Québec or Canada as a mandatary of the Government or of Her
Majesty, as the case may be, shall be treated as if it were a property, obligation
or debt, as the case may be, of the corporation.”

49. (1) Section 193 of the said Act is amended by replacing the words
“third paragraph” by the words “second paragraph”.

(2) Subsection 1 has effect from 12 June 1998.

50. (1) Section 194 of the said Act is amended by replacing subparagraphd
of the second paragraph by the following :
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“(d) the aggregate of all amounts each of which is an amount included in
computing the taxpayer’s income for the year from the business because of
section 94, 105 or 485.13, the second paragraph of section 487 or
section 487.0.3.”

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

51. (1) Section 205 of the said Act is amended by replacing, in
subparagraph i of paragraph a and in paragraph b, “230.10” by “230”.

(2) Subsection 1 applies from the taxation year 1995.

52. (1) Section 209.3 of the said Act is replaced by the following :

“209.3. The custodian of an employee benefit plan shall each year
allocate to persons who have made contributions to the plan in respect of their
employees or former employees the amount by which the aggregate of all
payments made in the year out of or under the plan to or for the benefit of their
employees or former employees, other than the portion thereof that, by virtue
of section 47.2, is not required to be included by the taxpayer in computing the
taxpayer’s income and that is a return of amounts paid by the taxpayer or a
deceased employee of whom the taxpayer is a legatee by particular title or
legal representative, and all payments made in the year out of or under the
plan to the legatees by particular title or the legal representatives of their
employees or former employees, exceeds the income of the plan for the year.”

(2) Subsection 1 has effect from 18 June 1998.

53. (1) The said Act is amended by inserting, after section 217.9, the
following section :

“217.9.1. Where an individual carries on a business in a taxation year,
the individual dies in the year and after the end of a fiscal period of the
business that ends in the year, another fiscal period of the business ends
because of the individual’s death, in this section referred to as the “short
period”, and the individual’s legal representative elects that this section apply
in computing the individual’s income for the year or files a separate fiscal
return under section 1003 in respect of the individual’s business,
notwithstanding section 217.9, there shall be included in computing the
individual’s income for the year from the business, the amount determined by
the formula

(A – B) × (C / D).

In the formula provided for in the first paragraph,

(a) A is the total of the individual’s income from the business for fiscal
periods, other than the short period, of the business that end in the year ;
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(b) B is the lesser of

i. the aggregate of all amounts each of which is an amount included in the
total determined under subparagraph a in respect of the business that is
deemed to be a taxable capital gain for the purposes of Title VI.5 of Book IV,
and

ii. the aggregate of all amounts deducted under Title VI.5 of Book IV in
computing the individual’s taxable income for the year ;

(c) C is the number of days in the short period ; and

(d) D is the number of days in fiscal periods of the business, other than the
short period, that end in the year.”

(2) Subsection 1 applies from the taxation year 1996. However, where the
portion of the first paragraph of section 217.9.1 of the said Act before the
formula, enacted by subsection 1, applies to the taxation years 1996 and 1997,
it shall be read without reference to the words “or files a separate fiscal return
under section 1003 in respect of the individual’s business”.

54. (1) Section 217.13 of the said Act is amended by replacing paragraphc
by the following :

“(c) the taxpayer’s income for the particular taxation year computed before
deducting any amount under this section in respect of the business or under
any of sections 346.1 to 346.4.”

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

55. (1) The said Act is amended by inserting, after section 217.16, the
following section :

“217.17. Where an individual carries on a business in a taxation year,
the individual dies in the year, an amount is included under section 217.14 in
computing the individual’s income for the year from the business and the
individual’s legal representative elects that this section apply in computing
the individual’s income for the year or files a separate fiscal return under
section 1003 in respect of the individual’s business, there shall be deducted in
computing the individual’s income for the year from the business the lesser of

(a) the greatest amount that would have been deductible under
section 217.13 in computing the individual’s income for the year from the
business if the individual had not died ; and

(b) the amount deducted by the legal representative.”

(2) Subsection 1 applies from the taxation year 1996.
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56. (1) Section 222 of the said Act is amended

(1) by replacing subsection 2 by the following :

“(2) In this division, “scientific research and experimental development”
means, subject to subsection 4, systematic investigation or search that is
carried out in a field of science or technology by means of

(a) basic research or applied research undertaken for the advancement of
scientific knowledge ; or

(b) experimental development undertaken for the purpose of achieving
technological advancement for the purpose of creating new, or improving
existing, materials, products, devices or processes, including incremental
improvements thereto.” ;

(2) by adding, after subsection 2, the following subsections :

“(3) For the purposes of the definition of “scientific research and
experimental development” in subsection 2 in respect of a taxpayer, scientific
research and experimental development include work undertaken by or on
behalf of the taxpayer with respect to engineering, design, operations research,
mathematical analysis, computer programming, data collection, testing and
psychological research, where the work is directly in support of research
referred to in paragraph a of subsection 2 that is undertaken in Canada by or
on behalf of the taxpayer, or experimental development referred to in
paragraphb of that subsection that is undertaken in Canada by or on behalf of
the taxpayer, and is commensurate with the needs of such research or
experimental development.

“(4) For the purposes of the definition of “scientific research and
experimental development” in subsection 2, scientific research and
experimental development do not include work related to

(a) market research or sales promotion ;

(b) quality control or routine testing of materials, products, devices or
processes ;

(c) research in the social sciences or the humanities ;

(d) prospecting, exploring or drilling for, or producing, minerals, petroleum
or natural gas ;

(e) the commercial production of a new or improved material, device or
product, or the commercial use of a new or improved process ;

(f) style changes ; or

(g) routine data collection.”
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(2) Subsection 1 applies in respect of work undertaken after 27 February
1995.

57. Section 230 of the said Act is amended by replacing, in the French text
of the portion of subparagraph iii of subparagraph b of the first paragraph
before subparagraph 1, the word “immobilisation” by the word “capital”.

58. (1) Section 230.0.0.4.1 of the said Act is amended by replacing the
words “Subject to section 230.0.0.5, no amount” by the words “No amount”.

(2) Subsection 1 applies from the taxation year 1997.

59. (1) Section 230.0.0.5 of the said Act is replaced by the following :

“230.0.0.5. If a taxpayer has not filed the prescribed form that was
required to be filed in respect of an expenditure in accordance with section
230.0.0.4.1, for the purposes of this Part, the expenditure is deemed not to be
an expenditure on or in respect of scientific research and experimental
development.”

(2) Subsection 1 applies from the taxation year 1997.

60. (1) Division XII of Chapter V of Title III of Book III of Part I of the
said Act is repealed.

(2) Subsection 1 applies from the taxation year 1995.

61. (1) Section 236.1 of the said Act is amended by replacing, in the third
paragraph, “of section 658” by “of the first paragraph of section 658”.

(2) Subsection 1 applies to trust taxation years that end after 31 December
1996.

62. (1) Section 236.2 of the said Act is replaced by the following :

“236.2. Where the taxpayer is a corporation, its loss from the disposition
at a particular time in a taxation year of shares of the capital stock of a
corporation, in this section referred to as the “controlled corporation”, that
was controlled, directly or indirectly in any manner whatever, by the taxpayer
at any time in the year, is its loss otherwise determined from that disposition
less the amount by which the amount determined in the second paragraph
exceeds the aggregate of the amounts by which the taxpayer’s losses have
been reduced by virtue of this section in respect of dispositions before the
particular time of shares of the capital stock of the controlled corporation.

The amount to which the first paragraph refers is the aggregate of all
amounts added under paragraph c.1 of section 255 to the cost to a corporation,
other than the controlled corporation, of property disposed of to that corporation
by the controlled corporation that were added to the cost of the property
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during the period while the controlled corporation was controlled by the
taxpayer and that can reasonably be attributed to losses on the property that
accrued during the period while the controlled corporation was controlled by
the taxpayer.”

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

63. (1) Sections 237 and 238 of the said Act are replaced by the following :

“237. The loss of a taxpayer from the disposition of a particular property
is not allowable where

(a) during the period that begins 30 days before and ends 30 days after the
time of disposition, the taxpayer or a person affiliated with the taxpayer
acquires a property, in this section referred to as the “substituted property”,
that is, or is identical to, the particular property ; and

(b) at the end of the 30 days following the time of disposition, the taxpayer
or a person affiliated with the taxpayer owns or has a right to acquire the
substituted property.

For the purposes of the first paragraph, a right to acquire a property, other
than a right, as security only, derived from a mortgage, agreement of sale or
similar obligation, is deemed to be a property that is identical to the property.

“238. Section 237 does not apply where the disposition is

(a) a disposition deemed under section 242 as it read before 1 January
1993, any of sections 281, 283, 299 to 300, 436, 440, 444, 450, 450.6, 653,
785.1 and 785.2, paragraph f of section 785.5, section 832.1 or 851.22.15,
paragraph b of section 851.22.23 or section 861, 862 or 999.1 to have been
made ;

(b) the expiry of an option ;

(c) a disposition referred to in section 264.0.1 ;

(d) a disposition by a corporation the control of which was acquired by a
person or group of persons within 30 days after the time of disposition ;

(e) a disposition by a person that, within 30 days after the time of disposition,
became or ceased to be exempt from tax under this Part on its taxable income ;
or

(f) a disposition to which section 238.1 or subsections 2 and 3 of section 424
apply.”
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(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

64. (1) The said Act is amended by inserting, after section 238, the following
sections :

“238.1. The rules in the second paragraph apply where

(a) a corporation, trust or partnership, in this section referred to as the
“transferor”, disposes of a particular capital property, other than depreciable
property of a prescribed class, otherwise than in a disposition described in any
of paragraphs a to e of section 238 ;

(b) during the period that begins 30 days before and ends 30 days after the
time of disposition, the transferor or a person affiliated with the transferor
acquires a property, in this section referred to as the “substituted property”,
that is, or is identical to, the particular capital property ; and

(c) at the end of the 30 days following the time of disposition, the transferor
or a person affiliated with the transferor owns the substituted property.

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

(a) the transferor’s loss from the disposition is not allowable ;

(b) the amount of the transferor’s loss from the disposition, determined
without reference to this paragraph and sections 237, 240, 241 and 288, is
deemed to be a loss of the transferor from a disposition of the particular
capital property at the time that is immediately before the first time, after the
time of disposition,

i. at which a 30-day period begins throughout which neither the transferor
nor a person affiliated with the transferor owns the substituted property, or a
property that is identical to the substituted property and that was acquired
after the day that is 31 days before the period begins,

ii. at which the substituted property would, if it were owned by the transferor,
be deemed under section 785.1, 785.2 or 999.1 to have been disposed of by the
transferor,

iii. that is immediately before control of the transferor is acquired by a
person or group of persons, where the transferor is a corporation,

iv. at which the transferor or a person affiliated with the transferor is
deemed under Division XII of Chapter IV to have disposed of the substituted
property, where the substituted property is a debt or a share of the capital stock
of a corporation, or

v. at which the winding-up of the transferor begins, other than a winding-
up referred to in section 556, where the transferor is a corporation ; and
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(c) for the purposes of subparagraph b, where a partnership otherwise
ceases to exist at any time after the time of disposition,

i. the partnership is deemed not to have ceased to exist until the time that is
immediately after the first time described in subparagraphs i to v of
subparagraph b, and

ii. each person who was a member of the partnership immediately before
the partnership would, but for this paragraph, have ceased to exist is deemed
to remain a member of the partnership, until the time that is immediately after
the first time described in subparagraphs i to v of subparagraph b.

“238.2. For the purposes of section 238.1,

(a) a right to acquire a property, other than a right, as security only, derived
from a mortgage, agreement of sale or similar obligation, is deemed to be a
property that is identical to the property ;

(b) a share of the capital stock of a corporation that is acquired in exchange
for another share in a transaction to which Division XIII of Chapter IV,
Division VI of Chapter IV of Title IX or Chapter V or VI of that Title IX
applies is deemed to be a property that is identical to the other share ;

(c) where section 238.1 applies in respect of the disposition by a person or
partnership of a share of the capital stock of a corporation, and after the
disposition the corporation is merged with one or more other corporations,
otherwise than in a transaction in respect of which paragraph b applies to the
share, or is wound up in a winding-up referred to in section 556, the corporation
formed on the merger or the parent, within the meaning of that section 556, as
the case may be, is deemed to own the share while it is affiliated with the
person or partnership ; and

(d) where section 238.1 applies to the disposition by a person or partnership
of a share of the capital stock of a corporation, and after the disposition the
share is redeemed, acquired or cancelled by the corporation, otherwise than in
a transaction in respect of which paragraph b or c applies to the share, the
person or partnership is deemed to own the share while the corporation is
affiliated with the person or partnership.

“238.3. Where at a particular time a taxpayer disposes, to a corporation
that is affiliated with the taxpayer immediately after the disposition, of a share
of a class of the capital stock of the corporation, other than a share that is a
distress preferred share within the meaning of section 485, the following rules
apply :

(a) the taxpayer’s loss from the disposition is not allowable ; and

(b) in computing the adjusted cost base to the taxpayer after the particular
time of a share of a class of the capital stock of the corporation owned by the
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taxpayer immediately after the particular time, the taxpayer shall add the
proportion of the amount of the taxpayer’s loss from the disposition, determined
without reference to this section and sections 237, 240, 241 and 288, that

i. the fair market value, immediately after the particular time, of the share
is of

ii. the fair market value, immediately after the particular time, of all shares
of the capital stock of the corporation owned by the taxpayer.”

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

65. (1) Section 239 of the said Act is repealed.

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

66. (1) Section 250.3 of the said Act is amended by replacing the portion
before paragraph a by the following :

“250.3. An election referred to in section 250.1 does not apply to a
disposition of a Canadian security by a taxpayer, other than a mutual fund
corporation or a mutual fund trust, who, at the time of the disposition, is”.

(2) Subsection 1 applies from the taxation year 1991. However, where the
French text of the portion of section 250.3 of the said Act before paragraph a,
enacted by subsection 1, applies before 30 October 1996, it shall be read as
follows :

“250.3. Le choix visé à l’article 250.1 ne s’applique pas à l’aliénation
d’une valeur canadienne par un contribuable, autre qu’une corporation de
fonds mutuels ou une fiducie de fonds mutuels, qui, lors de cette aliénation,
est :”.

(3) In addition, for the purposes of section 250.1 of the said Act, if an
election referred to in that section is made by a mutual fund corporation or a
mutual fund trust in prescribed form on or before its filing-due date for its
taxation year that includes 11 May 2000, and the election is in respect of a
particular taxation year that ends after 31 December 1990 and that is not after
the corporation’s or trust’s taxation year that includes 11 May 2000, the
election is deemed to have been made in the corporation’s or trust’s fiscal
return under Part I of the said Act for the particular taxation year.

67. (1) Section 251.1 of the said Act is amended

(1) by replacing the formula provided for in the definition of “exempt
capital gains balance” in the first paragraph by the following :
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“A – B – C – D” ;

(2) by adding, after subparagraph c of the second paragraph, the following
subparagraph :

“(d) D is

i. if the entity is a trust described in any of paragraphs c to f of the
definition of “flow-through entity” in the first paragraph, the aggregate of all
amounts each of which is an amount included before the year in the cost to the
individual of a property under section 688.2 or paragraph c of section 858
because of the individual’s exempt capital gains balance in respect of the
entity, and

ii. in any other case, nil.”

(2) Subsection 1 applies from the taxation year 1994.

68. (1) Section 255 of the said Act is amended

(1) by replacing paragraph b by the following :

“(b) where the property is substituted property, within the meaning of
subparagraph a of the first paragraph of section 237, of the taxpayer, the
amount by which the amount of the loss that was, because of the acquisition
by the taxpayer of the property, a non-allowable loss referred to in that
section 237 from a disposition of a property by a taxpayer exceeds, where the
property disposed of was a share of the capital stock of a corporation, the
amount that would, but for section 237, be deducted under section 741 or 742
in computing the loss of any taxpayer from the disposition of the share ;” ;

(2) by replacing paragraphs c.1 and c.1.1 by the following :

“(c.1) where the taxpayer is a taxable Canadian corporation and the property
was disposed of by another taxable Canadian corporation to the taxpayer in
circumstances such that paragraph f.1 does not apply to increase the adjusted
cost base to the other corporation of shares of the capital stock of the taxpayer
and the capital loss from the disposition was not allowable under section 239,
as it read, before its repeal, in respect of that disposition, or 264.0.1 or is
deemed under paragraph a of section 535, as it read, before its repeal, in
respect of that disposition, to be nil, the amount that would otherwise be the
capital loss from the disposition ;

“(c.1.1) where the property was disposed of by a person, other than a
person not resident in Canada or a person exempt from tax under this Part on
the person’s taxable income, or by an eligible Canadian partnership, within
the meaning of section 485, to the taxpayer in circumstances such that
paragraphc.1 does not apply to increase the adjusted cost base to the taxpayer
of the property, paragraph f.1 does not apply to increase the adjusted cost base
to that person of shares of the capital stock of the taxpayer and the capital loss



2406 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

from the disposition was not allowable under section 264.0.1 or deemed under
paragraph a of section 535, as it read, before its repeal, in respect of that
disposition, to be nil, the amount that would otherwise be the capital loss from
the disposition ;” ;

(3) by inserting, after paragraph c.5, the following paragraph :

“(c.6) where the property is an interest in, or a share of the capital stock of,
a flow-through entity described in any of paragraphs a, b and g to j of the
definition of “flow-through entity” in the first paragraph of section 251.1, the
time is before 1 January 2005 and immediately after that time the taxpayer
disposed of the aggregate of the taxpayer’s interests in, and shares of the
capital stock of, the entity, an amount equal to the product obtained by
multiplying the amount by which the taxpayer’s exempt capital gains balance,
within the meaning of the first paragraph of section 251.1, in relation to the
entity for the taxpayer’s taxation year that includes that time exceeds the
aggregate of all amounts each of which is the amount by which a capital gain
is reduced under the provisions of Chapter II.1 for the year because of the
taxpayer’s exempt capital gains balance in relation to the entity or 4/3 of an
amount by which a taxable capital gain, or the income from a business, is
reduced under the provisions of that chapter for the year because of the
taxpayer’s exempt capital gains balance in relation to the entity, by the
proportion that the fair market value at that time of the property is of the fair
market value at that time of the aggregate of the taxpayer’s interests in, and
shares of the capital stock of, the entity ;” ;

(4) by replacing paragraph f.1 by the following :

“( f.1) where the property is a share of the capital stock of a corporation,
any amount required by paragraph b of section 238.3, or paragraph b of
section 535, as it read, before its repeal, in respect of the disposition of that
share, to be added ;”.

(2) Subject to section 307, paragraphs 1, 2 and 4 of subsection 1 apply in
respect of dispositions of property that occur after 26 April 1995.

(3) Paragraph 3 of subsection 1 applies from the taxation year 1994.

69. (1) The said Act is amended by inserting, after section 261.3, the
following section :

“261.3.1. Where it can reasonably be considered that one of the main
reasons that a member of a partnership was not a specified member of the
partnership at all times since becoming a member of the partnership is to
avoid the application of section 261.1 in respect of the member’s interest in
the partnership, the member is deemed for the purposes of that section to have
been a specified member of the partnership at all times since becoming a
member of the partnership.”

(2) Subsection 1 has effect from 27 April 1995.
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70. (1) Section 261.5 of the said Act is amended by replacing, in
paragraphb, the words “is entitled” by the words “is entitled, either immediately
or in the future and either absolutely or contingently,”.

(2) Subsection 1 applies to fiscal periods that end after 30 November 1994.

71. Section 274 of the said Act is amended, in the English text, by replacing
the portion before subparagraph a of the first paragraph by the following :

“274. In this Title, “principal residence” of an individual, other than a
personal trust, for a taxation year means a particular property that is a housing
unit, a leasehold interest in a housing unit or a share of the capital stock of a
housing cooperative acquired for the sole purpose of acquiring the right to
inhabit a housing unit owned by the cooperative if, in every case, the particular
property is owned in the year by the individual, whether alone or jointly with
another person, and the condition set out in the second paragraph and one of
the following conditions are met :”.

72. Section 274.0.1 of the said Act is amended, in the English text, by
replacing the portion before subparagraph a of the first paragraph by the
following :

“274.0.1. In this Title, “principal residence” of an individual who is a
personal trust, in this section referred to as a “trust”, for a taxation year means
a particular property that is a housing unit, a leasehold interest in a housing
unit or a share of the capital stock of a housing cooperative acquired for the
sole purpose of acquiring the right to inhabit a housing unit owned by the
cooperative if, in every case, the particular property is owned in the year by
the trust, whether alone or jointly with another person, and the conditions set
out in the second paragraph and one of the following conditions are met :”.

73. (1) Section 308.0.1 of the said Act is amended, in the first paragraph,

(1) by replacing, in the French text of the portion of the definition of
“acquisition autorisée” before paragraph a, the words “comme partie” by the
words “dans le cadre” ;

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

““safe-income determination time”, in relation to a transaction or event or a
series of transactions or events, means the time that is the earlier of

(a) the time that is immediately after the earliest disposition or increase in
interest described in any of paragraphs a to e of section 308.2.1 that resulted
from the transaction or event or series of transactions or events ; and

(b) the time that is immediately before the earliest time that a dividend is
paid as part of the transaction or event or series of transactions or events ;” ;
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(3) by replacing paragraphs a and b of the definition of “permitted
redemption” by the following :

“(a) a redemption or purchase for cancellation by the distributing
corporation, as part of the reorganization in which the distribution was made,
of all the shares of its capital stock that were owned, immediately before the
distribution, by a transferee corporation in relation to the distributing
corporation ;

“(b) a redemption or purchase for cancellation by a transferee corporation
in relation to the distributing corporation, or by a corporation that, immediately
after the redemption or purchase, was a subsidiary wholly-owned corporation
of the transferee corporation, as part of the reorganization in which the
distribution was made, of all of the shares of the capital stock of the transferee
corporation or the subsidiary wholly-owned corporation that were acquired by
the distributing corporation in consideration for the transfer of property received
by the transferee corporation on the distribution ; and”.

(2) Paragraph 2 of subsection 1 applies in respect of dividends received
after 20 June 1996.

(3) Paragraph 3 of subsection 1 applies in respect of dividends received
after 21 February 1994.

74. (1) Section 308.1 of the said Act is amended

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

“308.1. Notwithstanding any other provision of this Part, where a
corporation resident in Canada receives a taxable dividend referred to in
section 308.2 in respect of which it is entitled to a deduction under section
738, 740 or 845, the amount of that dividend, other than the prescribed portion
of it, is deemed” ;

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

“(b) where a corporation has disposed of the share referred to in
section 308.2, to be proceeds of disposition of that share to the extent that the
amount is not otherwise included in computing such proceeds ; and

“(c) where a corporation has not disposed of the share referred to in section
308.2, to be a gain of the corporation for the year in which the dividend was
received from the disposition of a capital property.”

(2) Subsection 1 applies in respect of dividends received after 21 February
1994. However, where the portion of section 308.1 of the said Act before
paragraph a, enacted by paragraph 1 of subsection 1, applies in respect of such
dividends received before 21 June 1996, it shall be read without reference to
“, 740”.
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75. (1) Section 308.2 of the said Act is replaced by the following :

“308.2. Section 308.1 applies only where a taxable dividend is received
by a corporation as part of a transaction or event or a series of transactions or
events one of the purposes of which, or, in the case of a dividend referred to in
section 506, one of the results of which, was to effect a significant reduction in
the portion of the capital gain that, but for the dividend, would have been
realized on a disposition at fair market value of any share of the capital stock
of a corporation immediately before the dividend was paid and that could
reasonably be attributed to anything other than income earned or realized by
any corporation after 1971 and before the safe-income determination time, in
relation to the transaction or event or series of transactions or events.”

(2) Subsection 1 applies in respect of dividends received after 21 February
1994. However, where section 308.2 of the said Act, enacted by subsection 1,
applies in respect of such dividends received before 21 June 1996, it shall be
read with “that commenced after 21 April 1980,” inserted before “one of the
purposes of which” and with “the safe-income determination time, in relation
to the transaction or event or series of transactions or events” replaced by “the
transaction or event or the commencement of the series of transactions or
events referred to in section 308.2.1”.

76. (1) The said Act is amended by inserting, after section 308.2, the
following sections :

“308.2.1. Section 308.1 does not apply, however, to any dividend
received by a particular corporation if, as part of a transaction or event or a
series of transactions or events as a part of which the dividend was received,
there was not at any particular time

(a) a disposition, to a person or partnership that was an unrelated person
immediately before the particular time, of property, other than

i. money disposed of on the payment of a dividend or on a reduction of the
paid-up capital of a share, and

ii. property disposed of for proceeds of disposition that are not less than its
fair market value ;

(b) a significant increase, other than as a consequence of a disposition of
shares of the capital stock of a corporation for proceeds of disposition that are
not less than their fair market value, in the total direct interest in any corporation
of one or more persons or partnerships that were unrelated persons immediately
before the particular time ;

(c) a disposition, to a person or partnership who was an unrelated person
immediately before the particular time, of

i. shares of the capital stock of the corporation that paid the dividend, or
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ii. property more than 10% of the fair market value of which was, at any
time during the course of the series of transactions or events, derived from
shares of the capital stock of the corporation that paid the dividend ;

(d) after the time the dividend was received, a disposition, to a person or
partnership that was an unrelated person immediately before the particular
time, of

i. shares of the capital stock of the particular corporation, or

ii. property more than 10% of the fair market value of which was, at any
time during the course of the series of transactions or events, derived from
shares of the capital stock of the particular corporation ; and

(e) a significant increase in the total of all direct interests in the corporation
that paid the dividend of one or more persons or partnerships who were
unrelated persons immediately before the particular time.

“308.2.2. For the purposes of section 308.2.1, the following rules apply :

(a) “unrelated person” means a person, other than the particular corporation
that received the dividend, to whom the particular corporation is not related or
a partnership any member of which, other than the particular corporation, is
not related to the particular corporation ;

(b) a corporation that is formed by an amalgamation of two or more other
corporations is deemed to be a continuation of each of the other corporations ;

(c) proceeds of disposition of a property shall be determined without
reference to paragraph a of section 308.1 in section 251 ; and

(d) notwithstanding any other provision of this Act, where a person not
resident in Canada disposes of a property in a taxation year and the gain or
loss from the disposition is not included in computing the person’s taxable
income earned in Canada for the year, the person is deemed to have disposed
of the property for proceeds of disposition that are less than its fair market
value unless, under the income tax laws of the country in which the person is
resident, the gain or loss is computed as if the property were disposed of for
proceeds of disposition that are not less than its fair market value and the gain
or loss so computed is recognized for the purposes of those laws.”

(2) Subsection 1 applies in respect of dividends received by a corporation
after 21 February 1994. However,

(1) in respect of such dividends received before 20 June 1996 or received
under an arrangement substantially advanced, as evidenced in writing, before
20 June 1996, section 308.2.1 of the said Act, enacted by subsection 1, shall
be read with the words “total direct interest” in paragraph b and the words
“total of all direct interests” in paragraph e replaced by the word “interest” ;
and
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(2) in respect of such dividends, where they are received on shares issued
before 20 June 1996 and the corporation so elects in writing on or before
30 September 2000 or in its fiscal return under Part I of the said Act for the
year in which it received the dividends, section 308.2.1 of the said Act,
enacted by subsection 1, shall be replaced by the following, and the said Act
shall be read without reference to section 308.2.2 of the said Act, enacted by
subsection 1 :

“308.2.1. Section 308.1 applies only if, in addition to the condition set
out in section 308.2, the dividend is received by a particular corporation as
part of a transaction or event or a series of transactions or events that result in
a disposition of any property to a person with whom the particular corporation
is dealing at arm’s length or a significant increase in the interest in any
corporation of any person with whom the particular corporation is dealing at
arm’s length.”

(3) Where a corporation elects under paragraph 2 of subsection 2 in relation
to dividends received after 21 February 1994,

(1) section 308.5 of the said Act shall, in relation to those dividends, be
read as follows :

“308.5. For the purposes of this division, where it can reasonably be
considered that the principal purpose of one or more transactions or events
was to cause two or more persons to be related or not deal with each other at
arm’s length, or to cause one corporation to control another corporation, so as
to make section 308.1 inapplicable, those persons are deemed not to be related
or are deemed to deal with each other at arm’s length, or the corporation is
deemed not to control the other corporation, as the case may be.” ; and

(2) subparagraph e of the first paragraph of section 308.6 of the said Act
shall, in relation to those dividends, be read as follows :

“(e) in determining whether two or more persons do not deal with each
other at arm’s length,

i. a person is deemed to deal with another person at arm’s length and not to
be related to the other person if the person is the brother or sister of the other
person, and

ii. persons who are otherwise related to each other solely because of a right
referred to in paragraph b of section 20 are deemed not to be related to each
other ; and”.

77. (1) Section 308.3 of the said Act is amended by replacing the portion
before paragraph a by the following :

“308.3. In addition, section 308.1 does not apply if the dividend was
received by a corporation”.
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(2) Subsection 1 applies in respect of dividends received after 21 February
1994.

78. (1) Section 308.3.1 of the said Act is amended

(1) by replacing the words “comme partie” by the words “dans le cadre”, in
the French text of the following provisions :

— the portion of paragraph b before subparagraph i ;

— subparagraph 1 of subparagraph i of paragraph b;

— subparagraph ii of paragraph b;

— subparagraph 2 of subparagraph iii of paragraph b ;

— the portion of subparagraph i of paragraph c before subparagraph 1 ;

— the portion of subparagraph i of paragraph d before subparagraph 1 ;

(2) by replacing subparagraphs 2 and 3 of subparagraph ii of paragraph c
by the following :

“(2) more than 10% of the fair market value of which was, at any time after
the distribution and before the end of the series of transactions or events,
attributable to property, other than money and indebtedness that is not
convertible into other property, described in subparagraph 1 or 3, or

“(3) to which, at any time during the course of the series of transactions or
events, the fair market value of property described in subparagraph 1 was
wholly or partly attributable ; or” ;

(3) by replacing subparagraphs 2 and 3 of subparagraph ii of paragraph d
by the following :

“(2) more than 10% of the fair market value of which was, at any time after
the distribution and before the end of the series of transactions or events,
attributable to property, other than money and indebtedness that is not
convertible into other property, described in subparagraph 1 or 3, or

“(3) to which, at any time during the course of the series of transactions or
events, the fair market value of property described in subparagraph 1 was
wholly or partly attributable.”

(2) Paragraphs 2 and 3 of subsection 1 apply in respect of dividends
received after 26 April 1995. However, in respect of acquisitions of property
that occur before 20 June 1996 or under a written agreement entered into
before 20 June 1996, subparagraph 2 of subparagraph ii of paragraph c of
section 308.3.1 of the said Act, enacted by paragraph 2 of subsection 1, and
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subparagraph 2 of subparagraph ii of paragraph d of that section, enacted by
subparagraph 3 of subsection 1, shall be read with “subparagraph 1 or 3”
replaced by “subparagraph 1”.

79. (1) Section 308.3.2 of the said Act is amended by adding, after
paragraphg, the following paragraph :

“(h) each corporation that is a shareholder and specified shareholder of a
distributing corporation at any time during the course of a series of transactions
or events, a part of which includes a distribution made by the distributing
corporation, is deemed to be a transferee corporation in relation to the
distributing corporation.”

(2) Subsection 1 applies in respect of dividends received after 20 June
1996 other than dividends received in the course of a reorganization that is
carried out under a series of transactions or events substantially advanced, as
evidenced in writing, on 20 June 1996 or that was required on 20 June 1996 to
be carried out under a written agreement entered into on or before 20 June
1996 and, for the purposes of this subsection, a reorganization is deemed not
to be required to be carried out if the parties to that agreement can be relieved
of that requirement if there is a change to the said Act.

80. (1) The said Act is amended by inserting, after section 308.3.2, the
following section :

“308.3.3. In determining whether a person is a specified shareholder
of a corporation for the purposes of subparagraph i of paragraph b of section
308.3.1 and paragraph h of section 308.3.2, the reference in section 21.17 to
“or of any other corporation that is related to the corporation” shall be read as
“or of any other corporation that is related to the corporation and that has a
significant direct or indirect interest in any issued shares of the capital stock of
the corporation”.”

(2) Subsection 1 applies in respect of dividends received after 31 December
1996.

81. (1) Section 308.6 of the said Act is amended, in the first paragraph,

(1) by replacing subparagraph a by the following :

“(a) where a dividend referred to in sections 308.1 and 308.2 is received by
a corporation as part of a transaction or event or a series of transactions or
events, the portion of a capital gain attributable to any income expected to be
earned or realized by a corporation after the safe-income determination time
for the transaction, event or series of transactions or events is deemed to be a
portion of a capital gain attributable to anything other than income;” ;

(2) by replacing subparagraph i of subparagraph b by the following :
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“i. its income for the period otherwise determined on the assumption that
no amounts were deductible by the corporation in respect of that period under
paragraph j of section 157, as it read before being struck out, and sections 230.1
to 230.11, as they read before their repeal ;” ;

(3) by replacing subparagraph c by the following :

“(c) the income earned or realized by a corporation for a period throughout
which it was a private corporation is deemed to be its income for the period
otherwise determined on the assumption that no amounts were deductible by
the corporation in respect of that period under paragraph j of section 157, as
that paragraph read before being struck out, or sections 230.1 to 230.11, as
they read before their repeal ;”.

(2) Paragraph 1 of subsection 1 applies in respect of dividends received
after 20 June 1996. In addition, where subparagraph a of the first paragraph of
section 308.6 of the said Act, replaced by paragraph 1 of subsection 1, applies
in respect of dividends received after 21 February 1994, it shall be read with
“in section 308.1 and in paragraph a of section 308.2” replaced by “in
sections 308.1 and 308.2”.

(3) Paragraphs 2 and 3 of subsection 1 apply from the taxation year 1995.

82. (1) Section 310 of the said Act is amended by striking out “900,”.

(2) Subsection 1 has effect from 1 January 1998.

83. (1) Section 311 of the said Act is amended

(1) by replacing paragraph c by the following :

“(c) a benefit under the Unemployment Insurance Act (Revised Statutes of
Canada, 1985, chapter U-1), other than a payment relating to a course or
program designed to facilitate the re-entry into the labour force of a claimant
under that Act, or a benefit under Part I, VIII or VIII.1 of the Employment
Insurance Act (Statutes of Canada, 1996, chapter 23) ;” ;

(2) by inserting, after paragraph e.1, the following paragraphs :

“(e.2) earnings supplements provided under a project sponsored by a
government or government agency in Canada to encourage individuals to
obtain or keep employment, other than a prescribed program;

“(e.3) financial assistance under a program established by the Canada
Employment Insurance Commission under Part II of the Employment Insurance
Act ;

“(e.4) financial assistance under a program, other than a prescribed program,
that is
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i. established by a government or government agency in Canada or by an
organization,

ii. similar to a program established under Part II of the Employment
Insurance Act, and

iii. the subject of an agreement between the government, government
agency or organization, as the case may be, and the Canada Employment
Insurance Commission pursuant to section 63 of the Employment Insurance
Act ;” ;

(3) by replacing, in paragraph i, “in section 904” by “in sections 904 and
904.1”.

(2) Paragraph 1 of subsection 1 has effect from 30 June 1996.

(3) Paragraph 2 of subsection 1, where it enacts paragraph e.2 of section 311
of the said Act, applies from the taxation year 1993 and, where it enacts
paragraphs e.3 and e.4 of that section 311, has effect from 1 July 1996.

(4) Paragraph 3 of subsection 1 applies from the taxation year 1998.

84. (1) Section 311.1 of the said Act is replaced by the following :

“311.1. A taxpayer shall also include any amount, other than a prescribed
amount, received in the year by the taxpayer as a social assistance payment
based on a means, needs or income test, to the extent that such amount is not
otherwise required to be included in computing the taxpayer’s income for a
taxation year.”

(2) Subsection 1 applies from the taxation year 1993. However, where
section 311.1 of the said Act, enacted by subsection 1, applies

(1) to the taxation year 1993, it shall be read as follows :

“311.1. A taxpayer shall also include any amount received in the year
by the taxpayer as a social assistance payment based on a means, needs or
income test or any such amount received in the year by the taxpayer’s spouse
who resided with the taxpayer at the time the payment was received and
whose income for the year, determined without reference to this section,
section 313.1, paragraph d.1 of subsection 1 of section 336 and Chapter VIII
of Title VI, is less than the taxpayer’s income so determined for the year, to
the extent that such amount is not otherwise required to be included in
computing the income for a taxation year of the taxpayer or the taxpayer’s
spouse, except where the taxpayer resided with the taxpayer’s spouse at the
time the payment was received and the taxpayer’s income for the year,
determined without reference to this section, section 313.1, paragraph d.1 of
subsection 1 of section 336 and Chapter VIII of Title VI, is less than the
taxpayer’s spouse’s income so determined for the year.” ;



2416 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

(2) to the taxation year 1994, it shall be read as follows :

“311.1. A taxpayer shall also include any amount received in the year
by the taxpayer as a social assistance payment based on a means, needs or
income test or any such amount received in the year by the taxpayer’s spouse
who resided with the taxpayer at the time the payment was received and
whose income for the year, determined without reference to this section,
section 313.1 and paragraph d.1 of subsection 1 of section 336, is less than the
taxpayer’s income so determined for the year, to the extent that such amount is
not otherwise required to be included in computing the income for a taxation
year of the taxpayer or the taxpayer’s spouse, except where the taxpayer
resided with the taxpayer’s spouse at the time the payment was received and
the taxpayer’s income for the year, determined without reference to this
section, section 313.1 and paragraph d.1 of subsection 1 of section 336, is less
than the taxpayer’s spouse’s income so determined for the year.” ;

(3) to the taxation years 1995 to 1997, it shall be read as follows :

“311.1. A taxpayer shall also include any amount received in the year
by the taxpayer as a social assistance payment based on a means, needs or
income test, other than a prescribed payment, or any such amount received in
the year by the taxpayer’s spouse who resided with the taxpayer at the time the
payment was received and whose income for the year, determined without
reference to this section, section 313.1 and paragraph d.1 of subsection 1 of
section 336, is less than the taxpayer’s income so determined for the year, to
the extent that such amount is not otherwise required to be included in
computing the income for a taxation year of the taxpayer or the taxpayer’s
spouse, except where the taxpayer resided with the taxpayer’s spouse at the
time the payment was received and the taxpayer’s income for the year,
determined without reference to this section, section 313.1 and paragraph d.1
of subsection 1 of section 336, is less than the taxpayer’s spouse’s income so
determined for the year.”

85. (1) Section 312.3 of the said Act is amended by replacing the second
paragraph by the following :

“For the purposes of the definition of “support amount” in the first paragraph,
the following rules apply :

(a) a support amount does not include an amount described in that definition
that, if paid and received, would be so under a decree, order or judgment of a
competent tribunal, or under a written agreement, that does not have a
commencement day, and would not be required to be included in computing
the income of the recipient of the amount if

i. paragraphs a to b.1 of section 312, as they applied before being struck
out, applied in respect of an amount received after 31 December 1996 and
were read without reference to the words “and throughout the remainder of the
year”, and
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ii. section 312.4 were disregarded ;

(b) the portion of that definition before paragraph a shall be read without
reference to the words “the recipient has discretion as to the use of the amount,
and”, where it applies in respect of an amount receivable under a decree, order
or judgment of a competent tribunal, or under a written agreement, made after
27 March 1986 and before 1 January 1988.”

(2) Subsection 1 has effect from 1 January 1997.

86. (1) Section 312.4 of the said Act is amended by replacing subparagraph
b of the second paragraph by the following :

“(b) B is the aggregate of all amounts each of which is a child support
amount that became receivable by the taxpayer from the particular person
under an agreement or order on or after the commencement day and before the
end of the year in respect of a period that began on or after the commencement
day ; and”.

(2) Subsection 1 applies in respect of amounts received after 31 December
1996.

87. (1) Section 336 of the said Act is amended

(1) by replacing paragraphs d and d.1 by the following :

“(d) any amount described in any of paragraphs a, c and e to e.4 of
section 311 or section 311.1, any pension under the Old Age Security Act
(Revised Statutes of Canada, 1985, chapter O-9) or any benefit under the Act
respecting the Québec Pension Plan (chapter R-9) or a similar plan within the
meaning of that Act, received by an individual and included in computing the
individual’s income for the year or a preceding taxation year, to the extent of
the amount repaid by the individual in the year otherwise than because of Part
VII of the Unemployment Insurance Act (Revised Statutes of Canada, 1985,
chapter U-1) or Part VII of the Employment Insurance Act (Statutes of
Canada, 1996, chapter 23) ;

“(d.1) any amount the taxpayer is required to pay on or before 30 April of
the following year as a benefit repayment under Part VII of the Unemployment
Insurance Act or Part VII of the Employment Insurance Act, to the extent that
the amount was not deductible in computing the taxpayer’s income for any
preceding taxation year ;” ;

(2) by replacing subparagraph iv of paragraph e by the following :

“iv. a decision of the Canada Employment and Immigration Commission,
the Canada Employment and Insurance Commission, a board of referees or an
umpire under the Unemployment Insurance Act or the Employment Insurance
Act ;”.
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(2) Subsection 1 has effect from 30 June 1996. However,

(1) where paragraph d of section 336 of the said Act, enacted by paragraph 1
of that subsection 1, applies to taxation years that are before the taxation year
1998, it shall be read as follows :

“(d) any amount described in any of paragraphs a, c and e to e.4 of
section 311, any pension under the Old Age Security Act (Revised Statutes of
Canada, 1985, chapter O-9) or any benefit under the Act respecting the
Québec Pension Plan (chapter R-9) or a similar plan within the meaning of
that Act, any training allowance under the National Training Act (Revised
Statutes of Canada, 1985, chapter N-19), received by an individual and
included in computing the individual’s income for the year or a preceding
taxation year, to the extent of the amount repaid by the individual in the year
otherwise than because of Part VII of the Unemployment Insurance Act
(Revised Statutes of Canada, 1985, chapter U-1) or Part VII of the Employment
Insurance Act (Statutes of Canada, 1996, chapter 23) ;” ;

(2) where subparagraph iv of paragraph e of section 336 of the said Act,
enacted by paragraph 2 of that subsection 1, applies in respect of amounts paid
before 12 July 1996, it shall be read as follows :

“iv. a decision of the Canada Employment and Immigration Commission, a
board of referees or an umpire under the Unemployment Insurance Act or the
Employment Insurance Act ;”.

88. (1) Section 336.0.2 of the said Act is amended by replacing the second
paragraph by the following :

“For the purposes of the definition of “support amount” in the first paragraph,
the following rules apply :

(a) a support amount does not include an amount described in that definition
that, if paid and received, would be so under a decree, order or judgment of a
competent tribunal, or under a written agreement, that does not have a
commencement day, and would not be required to be included in computing
the income of the recipient of the amount if

i. paragraphs a to b.1 of section 312, as they applied before being struck
out, applied in respect of an amount received after 31 December 1996 and
were read without reference to the words “and throughout the remainder of the
year”, and

ii. section 312.4 were disregarded ; and

(b) the portion of that definition before paragraph a shall be read without
reference to the words “the recipient has discretion as to the use of the amount,
and”, where it applies in respect of an amount payable under a decree, order or
judgment of a competent tribunal, or under a written agreement, made after
27 March 1986 and before 1 January 1988.”
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(2) Subsection 1 has effect from 1 January 1997.

89. (1) Section 336.0.3 of the said Act is amended by replacing
subparagraph b of the second paragraph by the following :

“(b) B is the aggregate of all amounts each of which is a child support
amount that became payable by the taxpayer to the particular person under an
agreement or order on or after the commencement day and before the end of
the year in respect of a period that began on or after the commencement day ;
and”.

(2) Subsection 1 applies in respect of amounts paid after 31 December
1996.

90. (1) Section 346.2 of the said Act is amended by replacing
subparagraphe of the second paragraph by the following :

“(e) E is 50% of the amount by which the amount that would be the
corporation’s income for the year if that amount were determined without
reference to this section and sections 346.3 and 346.4 exceeds the amount
determined under subparagraph a of the first paragraph in respect of the
corporation for the year.”

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

91. (1) Section 350 of the said Act is amended by replacing paragraph f by
the following :

“( f) where the old residence is sold by the individual or the individual’s
spouse as a result of the move, the legal costs incurred for the acquisition of
the individual’s new residence that are required for that acquisition and any
tax, fee or duty, other than any goods and services tax or value-added tax,
imposed on the transfer of the right of ownership to, or registration of rights
arising out of the acquisition of, the new residence.”

(2) Subsection 1 applies in respect of amounts incurred after 31 December
1990. However, where paragraph f of section 350 of the said Act, enacted by
subsection 1, applies before 1 January 1994, it shall be read with the words
“registration of rights arising out of the acquisition” replaced by the words
“registration of the deed of sale”.

92. (1) Section 358.0.1 of the said Act is amended, in the first paragraph,

(1) by replacing, in the portion before paragraph a, “sections 752.0.14 to
752.0.16” and “section 429, 681, 782 or 1003” respectively by “section 752.0.14
or 752.0.15” and “the second paragraph of section 429 or section 681, 782 or
1003” ;

(2) by striking out paragraph c.



2420 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

(2) Subsection 1 applies from the taxation year 1997.

93. (1) Section 359.8 of the said Act is amended by replacing the portion
before paragrapha by the following :

“359.8. Where a corporation that issues a flow-through share to a
person under an agreement incurs, in a particular calendar year, Canadian
exploration expenses or Canadian development expenses, the corporation is,
for the purposes of section 359.2 or for the purposes of section 359.2.1 and
paragraph b of section 359.2.2, as the case may be, deemed to have incurred
the expenses on the last day of the preceding calendar year, provided that”.

(2) Subsection 1 applies in respect of expenses incurred after 31 December
1992. However, where the portion of section 359.8 of the said Act before
paragraph a, enacted by subsection 1, applies in respect of expenses incurred
before 1 January 1997 or in respect of expenses incurred after 31 December
1996 and before 1 March 1997 in relation to an agreement entered into in the
calendar year 1995, it shall be read as follows :

“359.8. Where a corporation that issues a flow-through share to a
person under an agreement incurs, within 60 days after the end of a calendar
year, Canadian exploration expenses or Canadian development expenses, the
corporation is, for the purposes of section 359.2 or for the purposes of
section 359.2.1 and paragraph b of section 359.2.2, as the case may be,
deemed to have incurred the expenses on the effective date of the renunciation,
provided that”.

94. (1) Section 364 of the said Act is amended by replacing paragraph c by
the following :

“(c) the cost of any Canadian resource property acquired by the taxpayer
after 1971 ;”.

(2) Subsection 1 applies to taxation years that begin after 31 December
1984.

95. (1) Sections 384.4 and 384.5 of the said Act are replaced by the
following :

“384.4. For the purposes of sections 371 to 374, 408 to 416 and 418.1
to 418.12, except as those sections apply for the purposes of sections 418.15
to 418.36, where, at a particular time, control of a corporation has been
acquired by a person or group of persons, within the 12-month period that
ended immediately before that time, the corporation or a partnership of which
it was a majority interest partner acquired a Canadian resource property or a
foreign resource property, and immediately before the 12-month period began,
the corporation was not a development corporation and the partnership, if it
were a corporation, would not be a development corporation,
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(a) the property is deemed, subject to subparagraph b, to have been acquired
by the corporation or partnership at the particular time and is deemed not to
have been acquired by it before that time ; and

(b) where the property has been disposed of by the corporation or partnership
before the particular time and not reacquired by it before that time, the
property is deemed to have been acquired by the corporation or partnership
immediately before it disposed of the property.

However, the first paragraph does not apply in the case of the acquisition of
a property that was owned by the corporation or partnership or a person that
would, but for the definition of “controlled” in section 21.0.1, be affiliated
with the corporation throughout the period that began immediately before the
12-month period referred to in the first paragraph and ended at the time the
property was acquired by the corporation or partnership.

“384.5. For the purposes of section 384.4, where the corporation referred
to in that section was incorporated or otherwise formed in the 12-month
period, it is deemed to have been

(a) in existence throughout the period that began immediately before that
12-month period and ended immediately after it was incorporated or otherwise
formed ; and

(b) affiliated, throughout the period referred to in paragraph a, with every
person with whom it was affiliated, otherwise than because of a right referred
to in paragraph b of section 20, throughout the period that began when it was
incorporated or otherwise formed and ended immediately before its control
was acquired.”

(2) Subsection 1, where it replaces section 384.4 of the said Act, has effect
from 27 April 1995 and, where it replaces section 384.5 of the said Act,
applies in respect of acquisitions of control that occur after 26 April 1995.

96. (1) Section 418.26 of the said Act is amended

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

“418.26. Where, at any time after 12 November 1981, control of a
corporation has been acquired by a person or group of persons, or a corporation
ceases on or before 26 April 1995 to be exempt from tax under this Part on its
taxable income, for the purposes of the provisions of the Act respecting the
application of the Taxation Act (chapter I-4) and of this Part, other than
sections 359.2, 359.2.1, 359.2.2, 359.4 and 359.13, relating to deductions in
respect of drilling and exploration expenses, prospecting, exploration and
development expenses, Canadian exploration and development expenses,
foreign exploration and development expenses, Canadian exploration expenses,
Canadian development expenses or Canadian oil and gas property expenses,
in this section referred to as “resource expenses”, incurred by the corporation
before that time, the following rules apply :” ;
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(2) by inserting, after paragraph a, the following paragraph :

“(a.1) where the corporation did not own a foreign resource property
immediately before that time, the corporation is deemed to have owned a
foreign resource property immediately before that time ;”.

(2) Paragraph 1 of subsection 1 has effect from 27 April 1995. However,
where the portion of section 418.26 of the said Act before paragraph a,
enacted by that paragraph 1, applies

(1) to taxation years that begin before 1 January 1999, it shall be read with
“359.4 and” replaced by “359.4, 359.6 and” ;

(2) before 12 June 1998, it shall be read with “(chapter I-4)” replaced by
“(1972, chapter 24)”.

(3) Paragraph 2 of subsection 1 applies to taxation years that end after
17 February 1987.

97. (1) Section 419.7 of the said Act is replaced by the following :

“419.7. Where a corporation acquires in any manner whatever all or
substantially all of the Canadian resource properties or foreign resource
properties of a person whose taxable income is exempt from tax under this
Part, section 88.4 of the Act respecting the application of the Taxation Act
(chapter I-4), to the extent that that section refers to subsection 25 of section 29
of the Income Tax Application Rules (Revised Statutes of Canada, 1985,
chapter 2, 5th Supplement), and sections 418.16 to 418.21 do not apply to the
corporation in respect of the acquisition of the properties.”

(2) Subsection 1 applies in respect of acquisitions that occur after 26 April
1995, other than an acquisition that was made by a corporation before 1 January
1996 and that was required by an agreement in writing entered into before
27 April 1995. However, where section 419.7 of the said Act, enacted by
subsection 1, applies before 12 June 1998, it shall be read with “section 88.4
of the Act respecting the application of the Taxation Act (chapter I-4), to the
extent that that section” replaced by “section 86 of the Act respecting the
application of the Taxation Act (1972, chapter 24), to the extent that section
86.4 of the Regulation respecting the application of the Taxation Act (1972)
(R.R.Q., 1981, chapter I-4, r.2)”.

98. (1) Section 419.8 of the said Act is repealed.

(2) Subsection 1 applies in respect of acquisitions that occur after 26 April
1995, other than an acquisition that was made by a corporation before 1 January
1996 and that was required by an agreement in writing entered into before
27 April 1995.
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99. (1) Section 424 of the said Act is amended

(1) by replacing subsection 2 by the following :

“(2) Where in a taxation year of the corporation such property is appropriated
in any manner whatever to, or for the benefit of, a shareholder upon the
winding-up of the corporation, the corporation is deemed, for the purpose of
computing its income for the year, to have disposed of the property immediately
before the winding-up for proceeds of disposition equal to its fair market
value at that time, and sections 93.3.1, 106.4, 175.9, 238.1 and 238.3 do not
apply in respect of any property disposed of on the winding-up.” ;

(2) by striking out subsection 4.

(2) Subsection 1 applies in respect of windings-up that begin after
31 December 1995.

(3) In addition, where subsection 2 of section 424 of the said Act, replaced
by paragraph 1 of subsection 1, applies in respect of windings-up that begin
after 26 April 1995 and before 1 January 1996, it shall be read with
“sections 527.1, 527.2 and 535” replaced by “sections 93.3.1, 106.4, 175.9,
238.1, 238.3, 527.1, 527.2 and 535”.

100. (1) Section 427.4 of the said Act is replaced by the following :

“427.4. Notwithstanding any other provision of this Part, where, at any
particular time as part of a series of transactions or events, a taxpayer disposes
of property for proceeds of disposition that are less than its fair market value,
the taxpayer is deemed to have disposed of the property at that time for
proceeds of disposition equal to its fair market value at that time, if

(a) it may reasonably be considered that one of the main purposes of the
series of transactions or events is to obtain the benefit of

i. any deduction described in the second paragraph or any balance of
undeducted outlays, expenses or other amounts available to a person, other
than a person that would be affiliated with the taxpayer immediately before
the series of transactions or events, but for the definition of “controlled” in
section 21.0.1, in respect of a subsequent disposition of the property or
property substituted for the property, or

ii. an exemption available to any person from tax payable under this Part
on any income arising on a subsequent disposition of the property or property
substituted for the property ; and

(b) the subsequent disposition referred to in paragraph a occurs, or
arrangements for the subsequent disposition are made, before the day that is
three years after the particular time.
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The deduction to which subparagraph i of subparagraph a of the first
paragraph refers is a deduction, other than a deduction under section 726.7.1
in respect of a capital gain from a disposition of a share acquired by the
taxpayer in an acquisition to which sections 530 to 533 or 620 to 625 applied,
in computing income, taxable income, taxable income earned in Canada or tax
payable under this Part.”

(2) Subsection 1 applies in respect of each disposition that is part of a
series of transactions or events that begins after 26 April 1995, other than a
disposition that occurred before 1 January 1996 to a person who was obliged
on 26 April 1995 to acquire the property under the terms of an agreement in
writing entered into on or before 26 April 1995. In addition, for the purposes
of this subsection, a person is considered not to be obliged to acquire property
where the person can be excused from the obligation if there is a change to the
said Act or if there is an adverse assessment under the said Act.

101. (1) The said Act is amended by inserting, after section 427.4, the
following sections :

“427.4.1. Notwithstanding sections 1010 to 1011, the Minister may
make any assessments or reassessments of the tax, interest and penalties
payable by the taxpayer referred to in section 427.4 that are necessary to give
effect to that section 427.4

(a) within three years after the subsequent disposition referred to in
subparagraph a of the first paragraph of section 424.4 ; and

(b) within four years after the subsequent disposition referred to in
subparagraph a of the first paragraph of section 424.4 if, at the end of the
taxation year that includes the particular time referred to in that first paragraph,
the taxpayer is a mutual fund trust or a corporation other than a Canadian-
controlled private corporation.

“427.4.2. For the purposes of section 427.4, where a taxpayer is
incorporated or otherwise comes into existence at a particular time during a
series of transactions or events, the taxpayer is deemed

(a) to have existed at the time that was immediately before the series of
transactions or events began ; and

(b) to have been affiliated, at the time that was immediately before the
series of transactions or events began, with every person with whom the
taxpayer is affiliated, otherwise than because of a right referred to in paragraphb
of section 20, at the particular time.”

(2) Subsection 1 applies in respect of each disposition that is part of a
series of transactions or events that begins after 26 April 1995, other than a
disposition that occurred before 1 January 1996 to a person who was obliged
on 26 April 1995 to acquire the property under the terms of an agreement in
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writing entered into on or before 26 April 1995. In addition, for the purposes
of this subsection, a person is considered not to be obliged to acquire property
where the person can be excused from the obligation if there is a change to the
said Act or if there is an adverse assessment under the said Act.

102. (1) Section 452 of the said Act is replaced by the following :

“452. Subject to section 453, in computing the income of a taxpayer for
the taxation year in which the taxpayer died, sections 153 and 208,
subparagraphb of the first paragraph of section 234, paragraph b of section
234.0.1 and sections 357 and 358 do not apply and the portion of paragraph a
of section 279 before subparagraph i shall be read as follows :

“(a) the gain for a particular taxation year from the disposition of the
taxpayer’s former property is deemed to be equal to”.”

(2) Subsection 1 applies from the taxation year 1997.

103. (1) Section 467.1 of the said Act is amended by replacing
paragraphc.1 by the following :

“(c.1) by an environmental trust ; or”.

(2) Subsection 1 applies to taxation years that end after 22 February 1994.

104. (1) Section 485 of the said Act is amended

(1) by striking out the definition of “taxable dividend” ;

(2) by replacing the portion of the definition of “unrecognized loss” before
paragraph a by the following :

““unrecognized loss” at a particular time, in respect of an obligation issued
by a debtor, from the disposition of a property means the amount that would,
but for section 240, be a capital loss from the disposition by the debtor at or
before the particular time of a debt or other right to receive an amount, except
that where the debtor is a corporation the control of which was acquired
before the particular time and after the time of the disposition by a person or
group of persons, the unrecognized loss at the particular time in respect of the
obligation is deemed to be nil unless”.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

105. (1) Section 485.11 of the said Act is amended by replacing, in the
French text of paragraph b, the word “société” by the words “société de
personnes”.

(2) Subsection 1 has effect from 1 May 1998.
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106. (1) Section 485.13 of the said Act is amended by replacing
subparagraph ii of subparagraph b of the second paragraph by the following :

“ii. the residual balance at that time in respect of the settlement of the
obligation ;”.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

107. (1) Section 485.14 of the said Act is replaced by the following :

“485.14. For the purposes of section 485.13, the residual balance at
any time in a taxation year in respect of the settlement of a particular commercial
obligation issued by a debtor is the amount by which the gross tax attributes of
directed persons at that time in respect of the debtor exceeds the aggregate of

(a) the amount determined under subparagraph a of the second paragraph
of section 485.13 in respect of the settlement of the particular obligation at
that time ;

(b) all amounts each of which is

i. the amount by which the amount determined under subparagraph a of the
second paragraph of section 485.13 in respect of a settlement before that time
and in the year of a commercial obligation issued by the debtor exceeds the
amount determined under subparagraph c of the second paragraph of that
section in respect of the settlement,

ii. the amount determined under subparagraph a of the second paragraph of
section 485.13 in respect of a settlement of a commercial obligation that is
deemed under paragraph a of section 485.42 to have been issued by a directed
person in respect of the debtor because of the filing of an agreement in
accordance with sections 485.42 to 485.52 in respect of a settlement before
that time and in the year of a commercial obligation issued by the debtor, or

iii. the amount specified in an agreement, other than an agreement with a
directed person in respect of the debtor, filed in accordance with sections
485.42 to 485.52 in respect of the settlement before that time and in the year of
a commercial obligation issued by the debtor ; and

(c) the aggregate of all amounts each of which is an amount in respect of a
settlement at a particular time before that time and in the year of a commercial
obligation issued by the debtor equal to the least of

i. the aggregate of all amounts designated under section 485.11 in respect
of the settlement,

ii. the residual balance of the debtor at the particular time, and
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iii. the amount by which the aggregate of all amounts determined under
subparagraphs a and b of the second paragraph of section 485.13 in respect of
the settlement exceeds the amount determined under subparagraph c of the
second paragraph of that section in respect of the settlement.”

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

108. (1) The said Act is amended by inserting, after section 485.14, the
following section :

“485.14.1. For the purposes of section 485.14, the gross tax attributes
of directed persons at a particular time in respect of a debtor means the
aggregate of all amounts each of which is an amount that would be applied
under any of sections 485.4 to 485.10 and 485.12 in respect of a settlement of
a separate commercial obligation, in this section referred to as a “notional
obligation”, issued by directed persons at that time in respect of the debtor if
the following assumptions were made :

(a) a notional obligation was issued immediately before the particular time
by each of those directed persons and was settled at the particular time ;

(b) the forgiven amount at the particular time in respect of each of those
notional obligations was equal to the total of all amounts each of which is a
forgiven amount at or before that time and in the year in respect of a commercial
obligation issued by the debtor ;

(c) amounts were designated under sections 485.6 to 485.10 by each of
those directed persons to the maximum extent permitted in respect of the
settlement of each of those notional obligations ; and

(d) no amounts were designated under section 485.11 by any of those
directed persons in respect of the settlement of any of the notional obligations.”

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

109. (1) Section 485.17 of the said Act is repealed.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

110. (1) Sections 485.37 to 485.39 of the said Act are repealed.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

111. (1) Section 485.40 of the said Act is amended

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

“485.40. For the purposes of sections 485 to 485.18 and 485.35, where
at any time in a taxation year a person disposes of a property and the person
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designates an amount in a prescribed form filed with the person’s fiscal return
under this Part for the year, the following rules apply :” ;

(2) by replacing paragraph b by the following :

“(b) the lesser of the amount so designated and the amount that would, but
for this section, be a capital gain determined in respect of the disposition
because of section 485.35 shall be treated as if it were the forgiven amount at
the time of the settlement in respect of the obligation referred to in
paragrapha ;”.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

112. (1) Section 485.44 of the said Act is amended by striking out
paragraphd.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

113. (1) The said Act is amended by inserting, after section 485.44, the
following section :

“485.44.1. For the purposes of this Part, where a debtor and an eligible
transferee enter into an agreement that is filed in accordance with this
subdivision, no benefit shall be considered to have been conferred on the
debtor as a consequence of the agreement.”

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

114. (1) Section 485.49 of the said Act is amended by replacing paragrapha
by the following :

“(a) where the transferee is a corporation, all taxes payable under this Part
by it for taxation years that end in the period that begins at that time and ends
four calendar years after that time ;”.

(2) Subsection 1 applies to taxation years that end after 21 February 1994.

115. Section 487.5.3 of the said Act is replaced, in the English text, by the
following :

“487.5.3. For the purposes of sections 487.1 to 487.6, “home purchase
loan” means that portion of any debt contracted by an individual in the
circumstances described in sections 487.1 and 487.2 that is used to acquire, or
to repay a debt that was contracted to acquire, a dwelling or a share of the
capital stock of a housing cooperative acquired for the sole purpose of acquiring
the right to inhabit a dwelling owned by the cooperative, where the dwelling is
for the habitation of any of the persons described in section 487.5.4, or that is
used to repay a home purchase loan.”



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2429

116. Section 488 of the said Act is amended by replacing the second
paragraph by the following :

“Such amounts include those that sections 218 to 220 provide are not to be
included in computing income and the payments that Title I of Book VII
provides are not to be included in computing income.”

117. (1) Section 489 of the said Act is amended by striking out paragraphse
and f.

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

118. (1) Section 527 of the said Act is replaced by the following :

“527. For the purposes of sections 93 to 104, 130 and 130.1 and of any
regulations made for the purposes of paragraph a of section 130, where
Divisions I and II or Division IV apply in respect of the disposition of
depreciable property to a person and the capital cost to the transferor of the
property exceeds the transferor’s proceeds of disposition of the property, the
following rules apply :

(a) the capital cost to the transferee of the property is deemed to be equal to
the amount that was its capital cost to the transferor ; and

(b) the excess is deemed to have been allowed to the transferee as
depreciation in respect of the property for the taxation years that ended before
the time of disposition.”

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

119. (1) Sections 527.1 and 527.2 of the said Act are repealed.

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

120. Section 531 of the said Act is amended by replacing, in the French
text, the words “à un associé” by the words “à l’un de ses membres”.

121. Section 532 of the said Act is amended by replacing the portion
before paragraph a by the following :

“532. The cost to each member of the partnership of each property
received or receivable by the member as consideration for the disposition of
the member’s partnership interest on the winding-up of the partnership is
deemed to be”.

122. (1) Division V of Chapter IV of Title IX of Book III of Part I of the
said Act is repealed.
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(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

123. (1) Section 547.1 of the said Act is amended by replacing, in the first
paragraph, “paragraph d of section 999.1” by “paragraph e of section 999.1”.

(2) Subsection 1 applies in respect of a corporation that becomes or ceases
to be exempt from tax on its taxable income under Part I of the said Act after
26 April 1995.

124. (1) Sections 550.1 and 550.2 of the said Act are repealed.

(2) Subsection 1 applies from the taxation year 1995.

125. (1) Section 559 of the said Act is amended, in the third paragraph,

(1) by replacing subparagraph a by the following :

“(a) depreciable property, including a leasehold interest in a depreciable
property and an option to acquire a depreciable property ;” ;

(2) by replacing subparagraph c by the following :

“(c) property acquired by the subsidiary from the parent or from any
person or partnership that was not, otherwise than because of a right referred
to in paragraph b of section 20, dealing at arm’s length with the parent, or any
other property acquired by the subsidiary in substitution for it, where the
acquisition was part of the series of transactions or events in which the parent
last acquired control of the subsidiary ; or” ;

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

“(d) property distributed to the parent on the winding-up where, as part of
the series of transactions or events that includes the winding-up,” ;

(4) by replacing the portion of subparagraph ii of subparagraph d before
subparagraph 1 by the following :

“ii. any property distributed to the parent on the winding-up or any other
property acquired by any person in substitution therefor is acquired by” ;

(5) by replacing subparagraph 3 of subparagraph ii of subparagraph d by
the following :

“(3) a corporation, other than a specified person, of which a particular
person referred to in subparagraph 1 is, at any time during the course of the
series of transactions or events and after control of the subsidiary was last
acquired by the parent, a specified shareholder, or of which a particular person
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would be, at any time during the course of the series of transactions or events
and after control of the subsidiary was last acquired by the parent, a specified
shareholder if all the shares then owned by persons, other than specified
persons, referred to in subparagraph 2 and acquired by those persons as part of
the series of transactions or events were owned at that time by the particular
person.”

(2) Paragraphs 1, 3 and 4 of subsection 1 apply in respect of windings-up
that begin after 20 June 1996, other than, in the case of paragraphs 3 and 4,
windings-up that are part of an arrangement that was substantially advanced,
as evidenced in writing, on 20 June 1996.

(3) Paragraph 2 of subsection 1 applies in respect of windings-up that
begin after 31 December 1996.

(4) Paragraph 5 of subsection 1 applies in respect of windings-up that
begin after 30 November 1994.

126. (1) Section 560.1 of the said Act is replaced by the following :

“560.1. For the purposes of sections 559 and 560, where the parent did
not deal at arm’s length with another person at any time before the winding-
up, the parent and the other person are deemed never to have dealt with each
other at arm’s length, whether or not the parent and the other person coexisted.

The first paragraph does not apply if the other person is a corporation the
control of which was acquired by the parent from a person with whom the
parent dealt at arm’s length.”

(2) Subsection 1 applies in respect of windings-up that begin after
21 February 1994.

127. (1) Section 560.1.1 of the said Act is amended by adding, after
paragraph b, the following paragraph :

“(c) in determining whether a person is a specified shareholder of a
corporation,

i. the reference in section 21.17 to “or of any other corporation that is
related to the corporation” shall be read as “or of any other corporation that is
related to the corporation and that has a significant direct or indirect interest in
any issued shares of the capital stock of the corporation”, and

ii. a corporation is deemed not to be a specified shareholder of itself.”

(2) Subsection 1 applies in respect of windings-up that begin after
30 November 1994.
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128. (1) The said Act is amended by inserting, after section 560.1.1, the
following sections :

“560.1.2. For the purposes of subparagraph ii of subparagraph d of the
third paragraph of section 559, property acquired by any person in substitution
for particular property or properties distributed to the parent on the winding-
up includes the following property but not the property described in the
second paragraph :

(a) property, other than a specified property, owned by the person at a
particular time after the acquisition of control referred to in subparagraph i of
that subparagraph d the fair market value of which is, at the particular time,
wholly or partly attributable to the particular property or properties ; and

(b) property owned by the person at a particular time after the acquisition
of control referred to in subparagraph i of that subparagraph d the fair market
value of which is, at the particular time, determinable primarily by reference
to the fair market value of, or to any proceeds from a disposition of, the
particular property or properties.

The property to which the first paragraph refers is

(a) money ;

(b) property that was not owned by the person at a particular time after the
acquisition of control referred to in subparagraph i of subparagraph d of the
third paragraph of section 559 ; or

(c) property described in subparagraph a of the first paragraph if the only
reason the property is described in that subparagraph is because a specified
property described in any of subparagraphs a to d of the first paragraph of
section 560.1.3 was received as consideration for the acquisition of a share of
the capital stock of the subsidiary in the circumstances described in those
subparagraphs a to d.

“560.1.3. For the purposes of section 560.1.2, a specified property is

(a) a share of the capital stock of the parent that was received as
consideration for the acquisition of a share of the capital stock of the subsidiary
by the parent or by a corporation that was a specified subsidiary corporation of
the parent immediately before the acquisition ;

(b) an indebtedness that was issued by the parent as consideration for the
acquisition of a share of the capital stock of the subsidiary by the parent ;

(c) a share of the capital stock of a taxable Canadian corporation that was
received as consideration for the acquisition of a share of the capital stock of
the subsidiary by the taxable Canadian corporation or by the parent where the
parent was a specified subsidiary corporation of the taxable Canadian
corporation immediately before the acquisition ;
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(d) an indebtedness of a taxable Canadian corporation that was issued by it
as consideration for the acquisition of a share of the capital stock of the
subsidiary by the taxable Canadian corporation or by the parent where the
parent was a specified subsidiary corporation of the taxable Canadian
corporation immediately before the acquisition ; or

(e) where the subsidiary was formed on the amalgamation of two or more
particular corporations at least one of which was a subsidiary wholly-owned
corporation of the parent, a share of the capital stock of the subsidiary that was
issued on the amalgamation in exchange for a share of the capital stock of a
particular corporation and that was, immediately after the amalgamation,
redeemed, acquired or cancelled by the subsidiary for money and, where the
subsidiary was formed on the amalgamation of two or more particular
corporations at least one of which was a subsidiary wholly-owned corporation
of the parent, a share of the capital stock of the parent that was issued on the
amalgamation in exchange for a share of the capital stock of a particular
corporation and that was, immediately after the amalgamation, redeemed,
acquired or cancelled by the parent for money.

For the purposes of the first paragraph, a corporation is a specified subsidiary
corporation of another corporation, at a particular time, where the other
corporation holds, at that time, shares of the corporation

(a) that give the shareholder 90% or more of the votes that could be cast
under all circumstances at an annual meeting of shareholders of the corporation ;
and

(b) having a fair market value of 90% or more of the fair market value of
all the issued shares of the capital stock of the corporation.

“560.1.4. For the purposes of section 560.1.2 and notwithstanding
section 21.4.2, where control of a corporation is acquired by way of articles of
arrangement relating to the corporation, that control is deemed to have been
acquired at the end of the day on which the arrangement becomes effective.”

(2) Subsection 1 applies in respect of windings-up that begin after
21 February 1994. However, where section 560.1.2 of the said Act, enacted by
subsection 1, applies in respect of windings-up that begin before 21 June 1996
or windings-up that begin after 20 June 1996 and that are part of an arrangement
that was substantially advanced, as evidenced in writing, on 20 June 1996, it
shall be read as follows :

“560.1.2. For the purposes of subparagraph ii of subparagraph d of the
third paragraph of section 559, property acquired by any person in substitution
for particular property or properties includes property owned by the person at
a particular time after the acquisition of control referred to in subparagraph i
of that subparagraph d the fair market value of which is, at the particular time,
determinable primarily by reference to the fair market value of, or to any
proceeds from a disposition of, the particular property or properties, but does
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not include money received as consideration for the disposition of the particular
property or properties.”

129. (1) Section 560.2 of the said Act is amended by replacing the portion
before subparagraph a of the third paragraph by the following :

“560.2. For the purposes of this paragraph and sections 559 and 560,
the time at which a particular person or group of persons last acquired control
of a subsidiary is, where control of the subsidiary was acquired from another
person or group of persons, in this paragraph referred to as the “vendor”, with
whom the particular person or group of persons was not dealing at arm’s
length otherwise than solely because of a right referred to in paragraph b of
section 20, deemed to be the earlier of

(a) the time at which the vendor last acquired control, within the meaning
of paragraphb of section 739, with the necessary modifications, of the
subsidiary ; and

(b) the time at which the vendor is deemed for the purposes of this paragraph
to have last acquired control of the subsidiary.

For the purposes of the first paragraph and sections 559 and 560, where
control of a corporation is last acquired by a particular person or group of
persons because of an acquisition of shares of the capital stock of the corporation
as a consequence of the death of an individual, the particular person or group
of persons is deemed to have last acquired control of the corporation
immediately after the death from a person who dealt at arm’s length with the
particular person or group of persons.

For the purposes of the first paragraph and sections 559 and 560, the
following rules apply :”.

(2) Subsection 1 applies in respect of windings-up that begin after
20 December 1991.

130. (1) Section 561 of the said Act is replaced by the following :

“561. Section 505 and sections 36 to 41.2 of the Act respecting the
application of the Taxation Act (chapter I-4) do not apply to a winding-up
described in section 556, and sections 93.3.1 and 106.4 do not apply to such a
winding-up with respect to property acquired by the parent on the winding-
up.”

(2) Subsection 1 applies in respect of windings-up that begin after 26 April
1995. However, where section 561 of the said Act, enacted by subsection 1,
applies in respect of windings-up that began before 1 January 1996, it shall be
read with “93.3.1 and 106.4” replaced by “93.3.1, 106.4, 527.1 and 527.2”.
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131. (1) The said Act is amended by inserting, after section 564.4.4, the
following section :

“564.4.5. For the purposes of sections 564.2 to 564.4.4, a corporation’s
business that is at any time an adventure or concern in the nature of trade is
deemed to be a business carried on at that time by the corporation.”

(2) Subsection 1 applies to taxation years that end after 20 December 1995.
In addition, it applies, in respect of a business that is an adventure or concern
in the nature of trade, to taxation years of a taxpayer that end before
21 December 1995, except where

(1) the taxpayer’s filing-due date for the year is after 20 December 1995 ;
or

(2) the taxpayer has valued the inventory of the business for the purpose of
computing income for the year from the business at an amount that is less than
the cost at which the taxpayer acquired the property, which valuation has been
taken into account in a fiscal return filed under Part I of the said Act before
21 December 1995 or has been the subject of a notice of objection served on
the Minister of Revenue or a notice of appeal filed before that date.

132. (1) Section 564.6 of the said Act is repealed.

(2) Subsection 1 applies from the taxation year 1995.

133. (1) Section 590 of the said Act is amended by replacing the portion
before paragraph a by the following :

“590. Where a taxpayer resident in Canada or a foreign affiliate of the
taxpayer acquires shares of a foreign affiliate of the taxpayer, in paragraph b
referred to as the “acquired affiliate”, on the disposition of shares of any other
foreign affiliate of the taxpayer, other than a disposition to which section 238.1
applies, the following rules apply :”.

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

134. (1) Section 609 of the said Act is amended by replacing paragraph b
by the following :

“(b) the spouse, succession or legatee by particular title of the taxpayer
referred to in paragraph a or a person referred to in section 611.”

(2) Subsection 1 has effect from 18 June 1998.

135. (1) Section 613 of the said Act is amended

(1) by replacing “217.9” by “217.9.1” ;
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(2) by inserting, after “217.15”, “, section 217.17”.

(2) Subsection 1 has effect from 1 January 1996.

136. (1) Section 614 of the said Act is amended by replacing the portion
of the second paragraph before subparagraph a by the following :

“Notwithstanding any other provision of this Part, other than section 93.3.1,
where a taxpayer disposes of any property that is a capital property, Canadian
resource property, foreign resource property, intangible capital property or
inventory to a partnership that, immediately after the disposition, is a Canadian
partnership of which the taxpayer is a member, and the taxpayer and all the
other members of the partnership make a valid election for the purposes of
subsection 2 of section 97 of the Income Tax Act (Revised Statutes of Canada,
1985, chapter 1, 5th Supplement) in respect of the disposition, the following
rules apply :”.

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995. However, where the portion of the
second paragraph of section 614 of the said Act before subparagraph a,
enacted by subsection 1, applies in respect of dispositions that occur before
26 March 1997, it shall be read as follows :

“Notwithstanding any other provision of this Part, other than section 93.3.1,
where a taxpayer disposes of any property that is a capital property, Canadian
resource property, foreign resource property, intangible capital property or
inventory to a partnership that, immediately after the disposition, is a Canadian
partnership of which the taxpayer is a member, the taxpayer and all the other
members of the partnership may jointly elect in prescribed form within the
time provided in section 604 that the following rules apply :”.

137. (1) Sections 615 and 616 of the said Act are repealed.

(2) Subject to section 307, subsection 1 applies in respect of dispositions of
property that occur after 26 April 1995.

138. (1) Section 646 of the said Act is amended by replacing the first
paragraph by the following :

“646. In this Part, a trust, wherever it is created, or a succession, in this
Title referred to as a “trust”, also includes the trustee or other legal representative
having ownership or control of the property of the trust.”

(2) Subsection 1 has effect from 18 June 1998.

139. (1) Section 647 of the said Act is amended by replacing
subparagraphd of the third paragraph by the following :
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“(d) a cemetery care trust or a trust governed by an eligible funeral
arrangement.”

(2) Subsection 1 applies from the taxation year 1993.

140. (1) Section 649 of the said Act is amended

(1) by replacing, in the French text, the portion of paragraph a before
subparagraph i by the following :

“a) soit les unités émises de la fiducie représentant une valeur d’au moins
95 % de la juste valeur marchande de toutes les unités émises, établie sans
tenir compte du droit de vote qui peut être attaché aux unités, sont :” ;

(2) by striking out, at the end of subparagraph ii of paragraph a, the word
“or” ;

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

“(b) it complies, throughout the taxation year in which the particular time
occurs, with the following conditions and, where the trust would not be a unit
trust at the particular time if subparagraph iii were read without reference to
subparagraph 6, the units of the trust are listed at any time in the year that
includes the particular time or in the following taxation year on a prescribed
stock exchange in Canada :” ;

(4) by replacing subparagraphs 1 and 2 of subparagraph ii of paragraph b
by the following :

“(1) the investing of its funds in property, other than immovable property
or an interest in immovable property,

“(2) the acquiring, holding, maintaining, improving, leasing or managing
of any immovable property, or interest in immovable property, that is capital
property of the trust, or” ;

(5) by replacing subparagraph iii of paragraph b by the following :

“iii. at least 80% of its property consists of any combination of

(1) shares,

(2) any property that, under the terms or conditions of which or under an
agreement, is convertible into, is exchangeable for or confers a right to
acquire, shares,

(3) cash,
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(4) bonds, obligations secured by mortgage, debentures, notes and other
similar obligations,

(5) marketable securities,

(6) immovable property situated in Canada and interests in such property,
and

(7) rights to and interests in any rental or royalty computed by reference to
the volume or value of production from a natural accumulation of petroleum
or natural gas in Canada, from an oil or gas well in Canada or from a mineral
resource in Canada,” ;

(6) by striking out paragraph c ;

(7) by adding, after paragraph c, the following paragraph :

“(d) the following conditions are met :

i. the fair market value of the property of the trust at the end of the year
1993 was primarily attributable to immovable property, or an interest in
immovable property,

ii. the trust was a unit trust throughout any calendar year before the year
1994, and

iii. the fair market value of the property of the trust at the particular time is
primarily attributable to property described in paragraph a or b of the definition
of “qualified investment” in section 204 of the Income Tax Act (Revised
Statutes of Canada, 1985, chapter 1, 5th Supplement), immovable property, or
an interest in immovable property, or any combination of those properties.”

(2) Subsection 1 applies from the taxation year 1994.

141. (1) Section 652.1 of the said Act is amended by replacing the definition
of “excluded property” by the following :

““excluded property” means a share of the capital stock of an investment
corporation owned by persons not resident in Canada that is not taxable
Canadian property ;”.

(2) Subsection 1 has effect from 27 April 1995.

142. (1) Section 657.1 of the said Act is replaced by the following :

“657.1. Notwithstanding paragraph a of section 657,

(a) where that section applies to an employee trust, the amount that may be
deducted by the trust under that paragraph a is equal to the amount by which
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the amount that would, but for this section and that paragraph a, be its income
for the year exceeds the amount by which the aggregate of its income for the
year from a business exceeds the aggregate of its losses for the year from a
business ; and

(b) where that section applies to a trust governed by an employee benefit
plan or a trust the taxable income of which for the year is subject to tax under
this Part because of section 921.1 or 961.16.1, the amount that may be
deducted by such a trust under that paragraph a is equal to the part of the
amount that, but for this section and that paragraph a, would be the income of
the trust for the year, to the extent that that part is paid in the year to a
beneficiary.”

(2) Subsection 1 applies from the taxation year 1996.

143. (1) Section 658 of the said Act is amended

(1) by replacing the definition of “preferred beneficiary” by the following :

““preferred beneficiary” under a trust for a taxation year of the trust means
a beneficiary under the trust at the end of the year who is resident in Canada at
that time if

(a) the beneficiary is

i. an individual in respect of whom paragraphs a to c of section 752.0.14
apply for the individual’s taxation year, in this definition referred to as the
“beneficiary’s year”, that ends in the taxation year of the trust, or

ii. an individual

(1) who attained the age of 18 years before the end of the beneficiary’s
year, was a dependant of another individual for the beneficiary’s year and was
dependent on the other individual because of mental or physical infirmity, and

(2) whose income, computed without reference to section 659, for the
beneficiary’s year does not exceed the amount used for that year under clause
B of subparagraph ii of paragraph a of the definition of “preferred beneficiary”
in subsection 1 of section 108 of the Income Tax Act (Revised Statutes of
Canada, 1985, chapter 1, 5th Supplement) ; and

(b) the beneficiary is

i. the settlor of the trust,

ii. the spouse or former spouse of the settlor of the trust, or

iii. a child, grandchild or great grandchild of the settlor of the trust or the
spouse of any such person ;” ;
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(2) by adding the following paragraph :

“In the first paragraph, a dependant of an individual for a taxation year
means a person who, during the year, is described in paragraph b or f of
section 752.0.1.”

(2) Subsection 1 applies to trust taxation years that end after 31 December
1996.

144. (1) The said Act is amended by inserting, after section 659.1, enacted
by section 56 of chapter 83 of the statutes of 1999, the following section :

“659.2. A trust and a preferred beneficiary under the trust may, for a
taxation year that includes 22 February 1994, jointly make an election, or
amend or revoke an election made, under section 659, as it read for that year,
where the election, amendment or revocation

(a) is made solely because of an election or revocation to which
section 726.9.8, 726.9.9 or 726.9.10 applies ; and

(b) is filed with the Minister in the manner prescribed for the purposes of
section 659 when the election or revocation referred to in subparagraph a is
filed.

An election that is made or amended in accordance with the first paragraph
in respect of the taxation year referred to in that paragraph is deemed to have
been made on time for the purposes of section 659, as it read for that taxation
year, and the election that is revoked in accordance with the first paragraph is
deemed, otherwise than for the purposes of this section, never to have been
made.”

(2) Subsection 1 applies in respect of taxation years that include 22 February
1994. However, an election under section 659 of the said Act, or the amendment
or revocation of such an election, made by a trust and a preferred beneficiary
under the trust by notifying the Minister of Revenue in writing within 90 days
after the end of the taxation year of the trust that includes 11 May 2000, is
deemed to have been made in accordance with section 659.2 of the said Act,
as enacted by subsection 1.

145. (1) Section 667 of the said Act is replaced by the following :

“667. For the purposes of subparagraph 3 of subparagraph i.1 of
paragraph n of section 257, the third and fourth paragraphs of section 686 and
sections 742 and 744.2, the portion of the aggregate of all amounts each of
which is the amount of a dividend, other than a taxable dividend, paid to a
trust in a taxation year throughout which it was resident in Canada, in respect
of a share of the capital stock of a corporation resident in Canada, that may
reasonably be considered, having regard to the circumstances and the terms
and conditions of the trust arrangement, to be part of an amount that became
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payable in the year to a beneficiary under the trust shall be designated by the
trust, in its fiscal return for the year, in respect of the beneficiary.”

(2) Subsection 1 has effect from 27 April 1995.

146. (1) The said Act is amended by inserting, after section 668.0.1, the
following section :

“668.0.2. A trust that has filed its fiscal return for its taxation year that
includes 22 February 1994 may subsequently designate an amount under
section 668 for that year, or amend or revoke a designation made under that
section for that year where the designation, amendment or revocation

(a) is made solely because of an increase or decrease in the net taxable
capital gains of the trust for the year that results from an election or revocation
to which section 726.9.8, 726.9.9 or 726.9.10 applies ; and

(b) is filed with the Minister, with an amended fiscal return for the year,
when the election or revocation referred to in subparagraph a is filed with the
Minister.

A designation, amendment or revocation made in accordance with the first
paragraph for the taxation year referred to in that paragraph that affects an
amount determined in respect of a beneficiary under section 668.1 may be
made only where the trust

(a) designates an amount, or amends or revokes a designation made, under
section 668.1 for that year in respect of the beneficiary ; and

(b) files the designation, amendment or revocation referred to in
subparagraph a with the Minister when required by subparagraph b of the first
paragraph.

Where a trust designates an amount, or amends or revokes a designation,
under section 668 or 668.1 in accordance with this section, the designation or
amended designation, as the case may be, is deemed to have been made in the
trust’s fiscal return for the trust’s taxation year that includes 22 February
1994, and the designation that was revoked is deemed, other than for the
purposes of this section, never to have been made.”

(2) Subsection 1 applies in respect of taxation years that include 22 February
1994. However, a designation made under section 668 or 668.1 of the said
Act, or the amendment or revocation of such a designation, made by a trust by
notifying the Minister of Revenue in writing within 90 days after the end of
the taxation year of the trust that includes 11 May 2000, is deemed to have
been made in accordance with section 668.0.2 of the said Act, as enacted by
subsection 1.
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147. (1) Sections 686 and 687 of the said Act are replaced by the following :

“686. In computing a taxpayer’s taxable capital gain from the disposition
of property that is all or any part of the taxpayer’s capital interest in a personal
trust or a prescribed trust, the adjusted cost base to the taxpayer of the
property immediately before the disposition is deemed to be equal to the
greater of its adjusted cost base, otherwise determined, to the taxpayer
immediately before the disposition and the amount by which its cost amount
to the taxpayer immediately before the disposition exceeds the aggregate of
all amounts deducted under paragraph b.1 of section 257 in computing its
adjusted cost base to the taxpayer immediately before the disposition, and, in
computing an allowable capital loss, the adjusted cost base is the adjusted cost
base otherwise determined.

The presumption referred to in the first paragraph does not apply in the case
of the disposition of such an interest or of such part of an interest in an inter
vivos trust not resident in Canada that was purchased by the taxpayer, except
if section 688 applies to the taxpayer.

Where a taxpayer other than a mutual fund trust disposes of all or any part
of the capital interest in a trust, the taxpayer’s loss from the disposition is
deemed to be equal to the amount by which the amount of that loss otherwise
determined exceeds the amount by which

(a) the aggregate of all amounts each of which is an amount that was
received or would, but for section 666, have been received by the trust on a
share of the capital stock of a corporation before the disposition, and, where
the trust is a unit trust, after 31 December 1987, and

i. where the taxpayer is a corporation,

(1) was a taxable dividend that was designated under section 666 by the
trust in respect of the taxpayer, to the extent that the amount of the dividend
was deductible because of sections 738 to 745 or section 845 or 1091 in
computing the taxpayer’s taxable income or taxable income earned in Canada
for any taxation year, or

(2) was an amount designated under section 667 by the trust in respect of
the taxpayer,

ii. where the taxpayer is another trust, was an amount designated under
section 666 or 667 by the trust in respect of the taxpayer, and

iii. where the taxpayer is not a corporation, trust or partnership, was an
amount designated under section 667 by the trust in respect of the taxpayer ;
exceeds

(b) the portion of the aggregate determined in accordance with
subparagrapha that may reasonably be considered to have resulted in a
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reduction, under this paragraph, of the taxpayer’s loss otherwise determined
from a previous disposition of an interest in the trust.

Where a partnership disposes of all or any part of the capital interest in a
trust, the share of a person, other than another partnership or a mutual fund
trust, of any loss of the partnership from the disposition is deemed to be equal
to the amount by which the amount of that loss otherwise determined exceeds
the amount by which

(a) the aggregate of all amounts each of which is an amount that was
received or would, but for section 666, have been received by the trust on a
share of the capital stock of a corporation before the disposition, and, where
the trust is a unit trust, after 31 December 1987, and

i. where the person is a corporation,

(1) was a taxable dividend that was designated under section 666 by the
trust in respect of the partnership, to the extent that the amount of the dividend
was deductible because of sections 738 to 745 or section 845 or 1091 in
computing the person’s taxable income or taxable income earned in Canada
for any taxation year, or

(2) was a dividend designated under section 667 by the trust in respect of
the partnership and was an amount received by the person,

ii. where the person is an individual other than a trust, was a dividend
designated under section 667 by the trust in respect of the partnership and was
an amount received by the person, and

iii. where the person is another trust, was a dividend designated under
section 666 or 667 by the trust in respect of the partnership and was an amount
received by the person, or that would have been received by the person if this
Part were read without reference to section 666 ; exceeds

(b) the portion of the aggregate determined in accordance with
subparagrapha that may reasonably be considered to have resulted in a
reduction, under this paragraph, of the person’s loss otherwise determined
from a previous disposition of an interest in the trust.

“687. For the purposes of section 686 and notwithstanding paragraph a
of section 422, the cost to a taxpayer of a capital interest in a trust, other than
an interest acquired by the taxpayer from a person who was the beneficiary in
respect of the interest immediately before its acquisition by the taxpayer or an
interest issued to the taxpayer for consideration paid by the taxpayer that is
equal to the fair market value of the interest at the time of issuance, is deemed
to be

(a) where the taxpayer elects under section 726.9.2 in respect of the
interest and the trust does not elect under that section in respect of any
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property of the trust, equal to the taxpayer’s cost of the interest determined
under subparagraph a of the first paragraph of section 726.9.2 ; and

(b) in any other case, nil.”

(2) Subsection 1, where it replaces section 686 of the said Act, applies in
respect of dispositions that occur after 26 April 1995 and, where it replaces
section 687 of the said Act, applies from the taxation year 1994.

However,

(1) where the third and fourth paragraphs of section 686 of the said Act,
enacted by subsection 1, have effect before 30 October 1996, they shall be
read with the words “fiducie de fonds commun de placements”, in the French
text of the portion before subparagraph a, replaced by the words “fiducie de
fonds mutuels” ;

(2) where the third paragraph of section 686 of the said Act, enacted by
subsection 1, applies in respect of dispositions that occur before 1 January
1998, it shall be read with the word “loss”, wherever it appears in the portion
before subparagraph a, replaced by the words “capital loss”.

148. (1) Section 688 of the said Act is amended by replacing paragraph b
by the following :

“(b) the taxpayer is, subject to section 688.2, deemed to acquire the property
at a cost equal to the aggregate of its cost amount to the trust immediately
before that time and the amount by which the adjusted cost base to the
taxpayer of the capital interest or part thereof, otherwise determined without
reference to section 686, exceeds the cost amount to the taxpayer of that
interest or part thereof immediately before that time ;”.

(2) Subsection 1 applies in respect of transfers of property made after
31 December 1993.

149. (1) Section 688.1 of the said Act is amended by replacing the portion
before paragraph a by the following :

“688.1. Notwithstanding any other provision of this Part, other than
Title I.2 of Book VI, where at a particular time a trust transfers a property
owned by it to a taxpayer who is a beneficiary under the trust as consideration
for all or any part of the taxpayer’s capital interest in the trust or of a right
described in section 306 and section 688 does not apply in respect of the
transfer, the following rules apply :”.

(2) Subsection 1 applies in respect of transfers of property made after
30 June 1994.
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150. (1) The said Act is amended by inserting, after section 688.1, the
following section :

“688.2. Where at any time before 1 January 2005 a trust referred to in
paragraph c, d or e of the definition of “flow-through entity” in the first
paragraph of section 251.1 transfers property to a beneficiary under the trust
as consideration for all or a portion of the beneficiary’s interests in the trust
and the beneficiary files with the Minister an election in respect of the
property on or before the beneficiary’s filing-due date for the taxation year
that includes that time, the beneficiary shall include in the cost to the beneficiary
of a particular property, other than money, received by the beneficiary as part
of the transfer of property the least of

(a) the amount by which the beneficiary’s exempt capital gains balance,
within the meaning of section 251.1, in respect of the trust for the beneficiary’s
taxation year that includes that time exceeds the aggregate of all amounts each
of which is

i. an amount by which a capital gain is reduced under Chapter II.1 of
Title IV of Book III in the year because of the beneficiary’s exempt capital
gains balance in respect of the trust,

ii. 4/3 of an amount by which a taxable capital gain is reduced under
Chapter II.1 of Title IV of Book III in the year because of the beneficiary’s
exempt capital gains balance in respect of the trust, or

iii. an amount included in the cost to the beneficiary of another property
received by the beneficiary at or before that time in the year because of this
section ;

(b) the amount by which the fair market value of the particular property at
that time exceeds the adjusted cost base to the trust of the particular property
immediately before that time ; and

(c) the amount designated in respect of the particular property in the
election.”

(2) Subsection 1 applies in respect of transfers of property made after
31 December 1993. However, an election under section 688.2 of the said Act,
enacted by subsection 1, made by a beneficiary under a trust by notifying the
Minister of Revenue in writing on or before the beneficiary’s filing-due date
for the taxation year that includes 11 May 2000, is deemed to have been made
in accordance with that section 688.2.

151. (1) Section 690.0.1 of the said Act is amended by replacing
paragraphb by the following :

“(b) neither the vendor nor a person that would, but for the definition of
“controlled” in section 21.0.1, be affiliated with the vendor had a capital
interest in the trust.”
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(2) Subsection 1 has effect from 27 April 1995.

152. (1) Section 692.1 of the said Act is amended

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

“692.1. Where a taxpayer is a beneficiary under an environmental trust
in a taxation year of the trust, in this section referred to as the “trust’s year”,
that ends in a particular taxation year of the taxpayer, the following rules
apply :” ;

(2) by replacing paragraph b by the following :

“(b) if the taxpayer is not resident in Canada at any time in the particular
year and an income or loss described in paragraph a or an amount to which
paragraph z or z.1 of section 87 applies would not otherwise be included in
computing the taxpayer’s taxable income or taxable income earned in Canada,
as the case may be, notwithstanding any other provision of this Act, the
income, the loss or the amount shall be attributed to the carrying on of
business in Canada by the taxpayer through a fixed place of business located
in the province in which the site to which the trust relates is situated.”

(2) Subsection 1 applies to taxation years that end after 18 February 1997.

153. (1) Section 725.1.2 of the said Act is amended by replacing
subparagraph b of the second paragraph by the following :

“(b) a benefit under the Labour Adjustment Benefits Act (Revised Statutes
of Canada, 1985, chapter L-1), the Unemployment Insurance Act (Revised
Statutes of Canada, 1985, chapter U-1) or the Employment Insurance Act
(Statutes of Canada, 1996, chapter 23) or under the Act respecting the Québec
Pension Plan (chapter R-9) or a similar plan within the meaning of that Act ;”.

(2) Subsection 1 applies from the taxation year 1997.

154. (1) Section 726.4.17.12 of the said Act is amended, in the portion of
the first paragraph before the formula, by striking out “within the meaning of
section 359.1”.

(2) Subsection 1 has effect from 1 December 1994.

155. (1) Section 726.6.1 of the said Act is amended by adding, after
subparagraph ii of subparagraph i of the second paragraph, the following
subparagraph :

“iii. as payment of a stock dividend ; and”.

(2) Subsection 1 applies in respect of dispositions of shares that occur after
17 June 1987.
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156. (1) Section 726.9.10 of the said Act is replaced by the following :

“726.9.10. Subject to section 726.9.11, an election made under
section 726.9.2 in respect of a property or a business is deemed to be amended
and the election, as amended, is deemed, for the purposes of this Title, other
than section 726.9.12, to have been filed within the time prescribed in
section 726.9.7 if an amended election in prescribed form in respect of the
property or the business is filed with the Minister on or before 31 December
1997 and an estimate of the penalty under section 726.9.12 is paid by the
elector when the amended election is filed with the Minister.”

(2) Subsection 1 applies from the taxation year 1994.

157. (1) Section 726.9.11 of the said Act is replaced by the following :

“726.9.11. An election made under section 726.9.2 cannot be revoked
or amended where the amount designated in the election exceeds the product
obtained by multiplying 11/10 by

(a) if the election is in respect of a property other than an interest in a
partnership, the fair market value of the property at the end of 22 February
1994 ;

(b) if the election is in respect of an interest in a partnership, the greater of
$1 and the fair market value of the property at the end of 22 February 1994 ;
and

(c) if the election is in respect of a business, the greater of $1 and the fair
market value at the end of 22 February 1994 of all the intangible capital
property owned at that time by the elector in respect of the business.”

(2) Subsection 1 applies from the taxation year 1994.

158. (1) Section 726.20.1 of the said Act is amended by striking out the
definition of “flow-through share”.

(2) Subsection 1 has effect from 1 December 1994.

159. (1) The said Act is amended by inserting, after section 736.0.1.1, the
following section :

“736.0.1.2. For the purposes of sections 736.0.1 and 736.0.1.1, a
corporation’s business that is at any time an adventure or concern in the nature
of trade is deemed to be a business carried on at that time by the corporation.”

(2) Subsection 1 applies to taxation years that end after 20 December 1995.
In addition, it applies, in respect of a business that is an adventure or concern
in the nature of trade, to taxation years of a taxpayer that end before
21 December 1995, except where
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(1) the taxpayer’s filing-due date for the year is after 20 December 1995 ;
or

(2) the taxpayer has valued the inventory of the business for the purpose of
computing income for the year from the business at an amount that is less than
the cost at which the taxpayer acquired the property, which valuation has been
taken into account in a fiscal return filed under Part I of the said Act before
21 December 1995 or has been the subject of a notice of objection served on
the Minister of Revenue or a notice of appeal filed before that date.

160. (1) Section 737.19 of the said Act, amended by section  81 of chapter
83 of the statutes of 1999 and by section 99 of chapter 86 of the statutes of
1999, is again amended by replacing subparagraph i of paragraph b by the
following :

“i. a person exempt from tax under section 984 or 985 or that would be
exempt from tax under section 985 but for section 192 ;”.

(2) Subsection 1 applies to taxation years or fiscal periods that begin
after 31 December 1998.

161. (1) The said Act is amended by inserting, after section 737.19, the
following section :

“737.19.1. In determining, for the purposes of this Title, whether
work undertaken by or on behalf of a partnership constitutes scientific research
and experimental development, the references in subsection 3 of section 222
to “taxpayer” shall be read as references to “partnership”.”

(2) Subsection 1 applies in respect of work undertaken after 27 February
1995.

162. Section 752.0.10.1 of the said Act, amended by section 90 of chapter 83
of the statutes of 1999, is again amended by replacing, in the English text of
paragraph b of the definition of “total charitable gifts” in the first paragraph,
the word “registered” by the word “prescribed”.

163. (1) Section 752.0.11 of the said Act is amended by replacing the
portion of subparagraph b of the second paragraph before subparagraph i by
the following :

“(b) B is the aggregate of the medical expenses described in
section 752.0.11.1 that are proven by filing a receipt therefor with the Minister,
that were not included in computing a determined amount, for the purposes of
this section or section 1029.8.118, in respect of a preceding taxation year by
the individual or by any other person and that were paid by either the
individual or the individual’s legal representative, or by a person who is the
individual’s spouse during the year or on the date on which the person pays
the individual’s medical expenses,”.
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(2) Subsection 1 applies from the taxation year 1997.

164. (1) Section 752.0.11.1 of the said Act is amended

(1) by replacing, in the portion of paragraph m.1 before subparagraph i,
“$5,000, or $10,000” by “$10,000, or $20,000” ;

(2) by inserting, after paragraph o.1, the following paragraphs :

“(o.2) on behalf of a person who has a speech or hearing impairment, for
sign language interpretation services, to the extent that the payment is made to
a person engaged in the business of providing such services ;

“(o.3) for reasonable moving expenses, described in section 350, of a
person who lacks normal physical development or has a severe and prolonged
mobility impairment, other than expenses deducted under section 348 for any
taxation year, incurred for the purpose of the person’s move to a new dwelling
that is more accessible by the person or in which the person is more mobile or
functional, if the total of the expenses claimed under this paragraph does not
exceed $2,000 ;

“(o.4) for reasonable expenses relating to alterations to the driveway of the
principal place of residence of a person who has a severe and prolonged
mobility impairment, to facilitate the person’s access to a bus ;

“(o.5) for a van that, at the time of its acquisition or within six months after
that time, has been adapted for the transportation of a person who requires the
use of a wheelchair, to the extent of the lesser of $5,000 and 20% of the
amount by which the amount paid for the acquisition of the van exceeds the
portion of that amount that is included because of paragraph s in computing an
amount deductible by the person under section 752.0.11 for any taxation
year ;” ;

(3) by replacing paragraph s by the following :

“(s) for any device or equipment not otherwise described in this section, if
it is used by a person as prescribed by a practitioner, is prescribed by regulation
and meets such conditions as may be prescribed as to its use or the reason for
its acquisition, but only to the extent that the amounts so paid do not exceed
the amount, if any, prescribed in respect of the device or equipment.”

(2) Subsection 1 applies from the taxation year 1997.

165. (1) Section 752.0.13 of the said Act is replaced by the following :

“752.0.13. For the purposes of subparagraph b of the second paragraph
of section 752.0.11, there shall not be included as a medical expense of an
individual any expense to the extent that the individual, the individual’s
spouse, a particular person referred to in section 752.0.12 who is a dependant
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of the individual, any person related to the individual, the individual’s spouse
or that particular person, or the legal representative of any of them is entitled
to be reimbursed for the expense, except to the extent that the amount of the
reimbursement is required to be included in computing income and is not
deductible in computing taxable income.”

(2) Subsection 1 applies from the taxation year 1997.

166. (1) Section 752.0.14 of the said Act is amended by replacing
paragraphb by the following :

“(b) a physician or, where the individual has a sight impairment, a physician
or an optometrist, or, where the individual has a hearing impairment, a
physician or an audiologist has certified in prescribed form that the individual
has an impairment referred to in paragraph a ;”.

(2) Subsection 1 applies in respect of certifications made after 18 February
1997.

167. (1) Section 752.0.18 of the said Act is amended by replacing the
portion before subparagraph a of the first paragraph by the following :

“752.0.18. For the purposes of sections 752.0.11 to 752.0.16 and
1029.8.67 to 1029.8.81, a reference to an audiologist, dentist, nurse, physician,
optometrist, pharmacist or practitioner is a reference to a person authorized to
practise as such”.

(2) Subsection 1 has effect from 19 February 1997.

168. (1) Section 752.0.18.10 of the said Act is amended by replacing
paragraph a by the following :

“(a) the amount of the individual’s tuition fees paid in respect of the year
or a preceding year if that year is subsequent to the taxation year 1996, where
the individual was, in the year in respect of which those fees are paid, an
enrolled student and the fees are paid to one of the following educational
institutions and where the conditions set out in section 752.0.18.13 are met in
respect of that amount :

i. an educational institution in Canada that is a university, college or other
institution providing post-secondary education, if the fees are paid in respect
of an instructional program at the post-secondary school level,

ii. an educational institution in Canada recognized by the Minister to be an
institution providing courses, other than courses designed for university credit,
that furnish a person with skills for, or improve a person’s skills in, an
occupation,
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iii. an educational institution in the United States that is a university,
college or other institution providing post-secondary education, if the individual
resided in Canada throughout the year near the boundary between Canada and
the United States, commuted between the individual’s residence and the
educational institution and paid the fees in respect of an instructional program
at the post-secondary school level, or

iv. a university outside Canada if the individual pursued full-time studies
leading to a degree, for a period of at least thirteen consecutive weeks ; and”.

(2) Subsection 1 applies from the taxation year 1997.

169. (1) The said Act is amended by inserting, after section 752.0.18.10,
the following section :

“752.0.18.10.1. For the purposes of section 752.0.18.10, the tuition
fees of an individual include ancillary fees and charges that are paid to an
educational institution referred to in subparagraph i of paragraph a of
section 752.0.18.10 in respect of the individual’s enrolment in a program at a
post-secondary school level, but does not include

(a) any fee or charge to the extent that it is levied in respect of

i. a student association,

ii. property to be acquired by students,

iii. services not ordinarily provided at educational institutions in Canada
that offer courses at a post-secondary school level,

iv. the provision of financial assistance to students, except to the extent
that, if the portion of section 312.2 before paragraph a were read without
reference to “greater of $500 and the aggregate of all amounts each of which is
the”, the amount of the assistance would, under paragraph g of section 312, be
required to be included in computing the income, and not be deductible in
computing the taxable income, of the students to whom the assistance is
provided, or

v. the construction, renovation or maintenance of any building or facility,
except to the extent that the building or facility is owned by the educational
institution and used to provide

(1) courses at the post-secondary school level, or

(2) services for which, if fees or charges in respect of the services were
required to be paid by all students of the educational institution, the fees or
charges would be included because of this section in the fees for an individual’s
tuition ; and
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(b) any fee or charge for a taxation year that, but for this paragraph, would
be included because of this section in the fees for the individual’s tuition and
that is not required to be paid by all of the educational institution’s full-time
students, where the individual is a full-time student at the educational institution,
and all of the educational institution’s part-time students, where the individual
is a part-time student at the educational institution, to the extent that the total
amount for the year of all such fees and charges paid in respect of the
individual’s enrolment at the institution exceeds $250.”

(2) Subsection 1 applies from the taxation year 1997.

170. (1) Section 752.0.18.12 of the said Act is amended by replacing
paragraph b by the following :

“(b) where the tuition fees are paid to an educational institution referred to
in subparagraph i or ii of paragraph a of section 752.0.18.10,

i. the fees in respect of which the individual is or was entitled to receive a
reimbursement or any form of assistance under a program of the State or of
Her Majesty in right of Canada or a province designed to facilitate the entry or
re-entry of workers into the labour force, where the amount of the
reimbursement or assistance, as the case may be, is not included in computing
the individual’s income, or

ii. the fees paid on the individual’s behalf, or in respect of which the
individual is or was entitled to receive a reimbursement, under a program of
Her Majesty in right of Canada designed to assist athletes, where the payment
or reimbursement, as the case may be, is not included in computing the
individual’s income ;”.

(2) Subsection 1 applies from the taxation year 1997.

171. (1) Section 771.13 of the said Act, replaced by section 107 of
chapter 83 of the statutes of 1999, is amended by replacing paragraph b by the
following :

“(b) the corporation would be exempt from tax for the year under section 985
but for section 192 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December
1998.

172. (1) Section 772.13 of the said Act is amended by striking out the
second paragraph.

(2) Subsection 1 has effect from 27 April 1995.

173. (1) Section 776.42 of the said Act is amended by replacing the
portion before paragraph a by the following :
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“776.42. Notwithstanding any other provision of this Act, where the
amount that would represent the tax otherwise payable by an individual for a
taxation year if it were computed under Book V and without reference to
sections 752.1 to 752.5 is less than the excess amount determined under
subparagraph i of paragraph a in respect of the individual, the tax payable
under this Part by the individual for the year is equal to the amount by which”.

(2) Subsection 1 applies from the taxation year 1992. However, where the
portion of section 776.42 of the said Act before paragraph a, enacted by
subsection 1, applies to the taxation years 1994 to 1997, it shall be read with
“other than section 776.66,” inserted after “this Act,” and with “752.5”
replaced by “752.5 and 776.66”.

174. (1) Section 776.45 of the said Act is amended by inserting, after
paragraph d, the following paragraph :

“(d.1) a taxation year of a trust throughout which the trust is a segregated
fund trust, within the meaning of paragraph k of section 835, a mutual fund
trust, or a master trust within the meaning of the regulations made under
paragraph c.4 of section 998 ;”.

(2) Subsection 1 applies from the taxation year 1992. However, where
paragraph d.1 of section 776.45 of the said Act, enacted by subsection 1,
applies before 30 October 1996, the French text thereof shall be read with the
words “fiducie de fonds commun de placements” replaced by “fiducie de
fonds mutuels”.

175. (1) Section 776.50 of the said Act is amended

(1) by striking out paragraph a ;

(2) by inserting, after paragraph a, the following paragraphs :

“(a.1) “rental or leasing property” means a property that is a rental property
or a leasing property for the purposes of Title VI of the Regulation respecting
the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) ;

“(a.2) “limited partner” has the meaning that would be assigned by
section 613.6 if that section were read without reference to “if his partnership
interest is not an exempt interest at that time, within the meaning assigned by
section 613.7, and” ;”.

(2) Subsection 1 applies to taxation years of an individual that begin after
31 December 1994.

176. (1) Sections 776.53 and 776.54 of the said Act are replaced by the
following :



2454 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

“776.53. For the purposes of section 776.51, the aggregate of all
amounts each of which is an amount deductible under paragraph a of section 130
or any of sections 147, 160, 163, 176, 176.4, 176.6 and 179 in computing the
individual’s income for the year in respect of a rental or leasing property,
other than an amount included in the individual’s share of a loss referred to in
section 776.55.1, shall be established as if it were equal to the lesser of

(a) the aggregate of all amounts otherwise so deductible ; and

(b) the amount by which the amount determined under the second paragraph
is exceeded by the aggregate of

i. the aggregate of all amounts each of which is the individual’s income for
the year from the renting or leasing of a rental or leasing property owned by
the individual or by a partnership, computed without reference to paragraph a
of section 130 and sections 147, 160, 163, 176, 176.4, 176.6 and 179, and

ii. the amount by which the aggregate of all amounts each of which is the
individual’s taxable capital gain for the year from the disposition of a rental or
leasing property owned by the individual or by a partnership exceeds the
aggregate of all amounts each of which is the individual’s allowable capital
loss for the year from the disposition of such a property.

The amount to which subparagraph b of the first paragraph refers is equal to
the aggregate of all amounts each of which is the individual’s loss for the year
from the renting or leasing of a rental or leasing property owned by the
individual or by a partnership, other than an amount included in the individual’s
share of a loss referred to in section 776.55.1, computed without reference to
paragraph a of section 130 and sections 147, 160, 163, 176, 176.4, 176.6 and
179.

“776.54. For the purposes of section 776.51, the aggregate of all
amounts each of which is an amount deductible under paragraph a of section 130
or any of sections 147, 160, 163, 176, 176.4, 176.6, 179, 726.4.1, 726.4.3 and
726.4.4 in computing the individual’s income or taxable income, as the case
may be, for the year in respect of a film property that is a property referred to
in subparagraph r of the first paragraph of Class 12 of Schedule B to the
Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1) or
paragraph q or r of subsection 2 of Class 10 of that schedule, other than an
amount included in the individual’s share of a loss referred to in section
776.55.1, shall be established as if it were equal to the lesser of

(a) the aggregate of all amounts otherwise so deductible ; and

(b) the amount by which the amount determined under the second paragraph
is exceeded by the aggregate of

i. the aggregate of all amounts each of which is the individual’s income for
the year from the renting or leasing of a film property owned by the individual



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2455

or by a partnership, computed without reference to paragraph a of section 130
and sections 147, 160, 163, 176, 176.4, 176.6 and 179, and

ii. the amount by which the aggregate of all amounts each of which is the
individual’s taxable capital gain for the year from the disposition of such a
film property owned by the individual or by a partnership exceeds the aggregate
of all amounts each of which is the individual’s allowable capital loss for the
year from the disposition of such a film property.

The amount to which subparagraph b of the first paragraph refers is equal to
the aggregate of all amounts each of which is the individual’s loss for the year
from such a film property owned by the individual or by a partnership, other
than amounts included in the individual’s share of a loss referred to in
section 776.55.1, computed without reference to paragraph a of section 130
and sections 147, 160, 163, 176, 176.4, 176.6 and 179.”

(2) Subsection 1 applies to taxation years of an individual that begin after
31 December 1994.

177. (1) Section 776.55 of the said Act is amended

(1) by replacing paragraph b by the following :

“(b) the amount by which the amount determined under the second paragraph
is exceeded by the aggregate of

i. the aggregate of all amounts each of which is the individual’s income for
the year from the renting or leasing of a film property owned by the individual
or by a partnership, computed without reference to paragraph a of section 130
and sections 147, 160, 163, 176, 176.4, 176.6 and 179, and

ii. the amount by which the aggregate of all amounts each of which is the
individual’s taxable capital gain for the year from the disposition of a film
property owned by the individual or by a partnership exceeds the aggregate of
all amounts each of which is the individual’s allowable capital loss for the
year from the disposition of such a film property.” ;

(2) by adding the following paragraph :

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

(a) the lesser of the amounts determined under subparagraphs a and b of
the first paragraph of section 776.54 in respect of the individual for the year ;
and

(b) all amounts each of which is the individual’s loss for the year from a
film property owned by the individual or by a partnership, other than amounts
included in the individual’s share of a loss referred to in section 776.55.1,
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computed without reference to paragraph a of section 130 and sections 147,
160, 163, 176, 176.4, 176.6 and 179.”

(2) Subsection 1 applies to taxation years of an individual that begin after
31 December 1994.

178. (1) The said Act is amended by inserting, after section 776.55, the
following sections :

“776.55.1. For the purposes of section 776.51, where, during a
partnership’s fiscal period that ends in the year, other than a fiscal period that
ends because of the application of the first paragraph of section 601, the
individual is a limited partner of the partnership or a specified member of the
partnership at all times since becoming a member of the partnership, or the
individual’s interest in the partnership is an interest for which an identification
number is required to be, or has been, obtained under Book X.1, the following
rules apply :

(a) the individual’s share of allowable capital losses of the partnership for
the fiscal period shall be established as if it were equal to the lesser of

i. the aggregate of all amounts each of which is

(1) the individual’s share of a taxable capital gain for the fiscal period from
the disposition of property, other than property acquired by the partnership in
a transaction to which the second paragraph of section 614 applies, or

(2) the individual’s taxable capital gain for the year from the disposition of
the individual’s interest in the partnership if the individual, or a person with
whom the individual does not deal at arm’s length, does not, or would not, but
for paragraph a of section 618 and section 640, have an interest in the
partnership throughout the following taxation year, and

ii. the individual’s share of allowable capital losses of the partnership for
the fiscal period ;

(b) the individual’s share of each loss from a business of the partnership
for the fiscal period shall be established as if it were equal to the lesser of

i. the individual’s share of the loss, and

ii. the amount by which the aggregate of all amounts each of which is the
individual’s share of an allowable capital loss for the fiscal period is exceeded
by the aggregate of all amounts each of which is

(1) the individual’s share of a taxable capital gain for the fiscal period from
the disposition of property used by the partnership in the business, other than
property acquired by the partnership in a transaction to which the second
paragraph of section 614 applies, or
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(2) the individual’s taxable capital gain for the year from the disposition of
the individual’s interest in the partnership if the individual, or a person with
whom the individual does not deal at arm’s length, does not, or would not, but
for paragraph a of section 618 and section 640, have an interest in the
partnership throughout the following taxation year ; and

(c) the individual’s share of losses from property of the partnership for the
fiscal period shall be established as if it were equal to the lesser of

i. the aggregate of the individual’s share of incomes for the fiscal period
from properties of the partnership and the amount by which the aggregate of
all amounts each of which is the individual’s share of an allowable capital loss
for the fiscal period is exceeded by the aggregate of all amounts each of which
is

(1) the individual’s share of a taxable capital gain for the fiscal period from
the disposition of property held by the partnership for the purpose of earning
income from property, other than property acquired by the partnership in a
transaction to which the second paragraph of section 614 applies, or

(2) the individual’s taxable capital gain for the year from the disposition of
the individual’s interest in the partnership if the individual, or a person with
whom the individual does not deal at arm’s length, does not, or would not, but
for paragraph a of section 618 and section 640, have an interest in the
partnership throughout the following taxation year, and

ii. the individual’s share of losses from property of the partnership for the
fiscal period.

“776.55.2. For the purposes of section 776.51, where, during a
partnership’s fiscal period that ends in the year, other than a fiscal period that
ends because of the application of the first paragraph of section 601, the
individual is a limited partner of the partnership or a specified member of the
partnership at all times since becoming a member of the partnership, or the
partnership owns a rental or leasing property or a film property and the
individual is a member of the partnership, the aggregate of all amounts each of
which is an amount deductible under any of sections 147, 160, 163, 176,
176.4, 176.6 and 179 in computing the individual’s income for the year in
respect of the individual’s acquisition of the partnership interest shall be
established as if it were equal to the lesser of

(a) the aggregate of all amounts otherwise so deductible ; and

(b) the aggregate of all amounts each of which is the individual’s share of
any income of the partnership for the fiscal period, determined in accordance
with section 600.

“776.55.3. For the purposes of section 776.51, the aggregate of all
amounts each of which is an amount deductible in computing the individual’s
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income for the year in respect of a property for which an identification number
is required to be, or has been, obtained under Book X.1, other than an amount
to which any of sections 776.53 to 776.55.2 applies, shall be established as if
it were nil.”

(2) Subsection 1 applies to taxation years of an individual that begin after
31 December 1994.

179. (1) The said Act is amended by inserting, after section 776.57, the
following section :

“776.57.1. For the purposes of section 776.51, the aggregate of all
amounts each of which is an amount deductible under any of sections 147,
160, 163, 176, 176.4, 176.6 and 179 in computing the individual’s income for
the year in respect of one of the properties described in the third paragraph,
shall be established as if it were equal to the lesser of

(a) the aggregate of all amounts otherwise so deductible ; and

(b) the amount by which the amount determined under the second paragraph
is exceeded by the aggregate of all amounts each of which is an amount
described in subparagraph i or ii of paragraph b of section 776.57, determined
without reference to sections 147, 160, 163, 176, 176.4, 176.6 and 179.

The amount to which the first paragraph refers is equal to the aggregate of
all amounts each of which is an amount deductible under any of sections 359
to 418.12, 419.1 to 419.4, 419.6, 600.1, 600.2, 726.4.9, 726.4.17.1 and
726.4.17.10 or section 88.4 of the Act respecting the application of the
Taxation Act (chapter I-4), to the extent that that section refers to subsections
10 and 12 of section 29 of the Income Tax Application Rules (Revised
Statutes of Canada, 1985, chapter 2, 5th Supplement) in computing the
individual’s income or taxable income, as the case may be, for the year.

The properties to which the first paragraph refers are

(a) a flow-through share, if the individual is a person to whom the share
was issued in accordance with an agreement referred to in the first paragraph
of section 359.1 ;

(b) a Canadian resource property ; and

(c) a foreign resource property.”

(2) Subsection 1 applies to taxation years of an individual that begin after
31 December 1994. However, where the second paragraph of section 776.57.1
of the said Act, enacted by subsection 1, applies before 12 June 1998, it shall
be read with “section 88.4 of the Act respecting the application of the Taxation
Act (chapter I-4)” replaced by “section 86 of the Act respecting the application
of the Taxation Act (1972, chapter 24)”.
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180. (1) The said Act is amended by inserting, after section 776.60, the
following section :

“776.60.1. For the purposes of section 776.51, paragraph a of
section 726.9.4 shall be read as if the reference therein to “3/4 of the amount”
were a reference to “the amount”.”

(2) Subsection 1 applies to the taxation years 1994 and 1995.

181. (1) Section 776.61 of the said Act is amended

(1) by replacing subparagraph ii of paragraph a by the following :

“ii. the aggregate of all amounts that would be deductible under the said
sections for the year if

(1) sections 776.53, 776.54, 776.55 and 776.57, as they apply to taxation
years that begin after 31 December 1985 and end before 1 January 1995, were
applicable in computing the individual’s non-capital loss, farm loss, restricted
farm loss and limited partnership loss for any of those taxation years, and

(2) sections 776.53 to 776.55.3, 776.57 and 776.57.1 were applicable in
computing the individual’s non-capital loss, farm loss, restricted farm loss
and limited partnership loss for any taxation year that begins after 31 December
1994 ; and” ;

(2) by replacing subparagraph ii of paragraph b by the following :

“ii. the aggregate of all amounts that would be deductible under section 729
for the year if

(1) section 776.56 applied in computing the individual’s net capital loss
for any taxation year that begins before 1 January 1995, and

(2) sections 776.55.1 and 776.56 applied in computing the individual’s net
capital loss for any taxation year that begins after 31 December 1994.”

(2) Subsection 1 applies to taxation years that begin after 31 December
1985. However, for the purpose of determining the adjusted taxable income
of an individual for a taxation year that begins before 1 January 1995,
subparagraph 1 of subparagraph ii of paragraph b of section 776.61 of the said
Act, enacted by paragraph 2 of subsection 1, shall be read as follows :

“(1) section 776.56 applied in computing the individual’s net capital loss
for a taxation year that begins after 31 December 1985 but before 1 January
1995, and”.

182. (1) Section 776.64 of the said Act is replaced by the following :
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“776.64. For the purposes of this chapter, any amount deductible under
a provision of this Part in computing the income or loss of a partnership for a
fiscal period is, to the extent of a member’s share of the partnership’s income
or loss, deemed to be deductible by the member under that provision in
computing the member’s income for the taxation year in which the fiscal
period ends.”

(2) Subsection 1 applies to taxation years of an individual that begin after
31 December 1994.

183. (1) The said Act is amended by inserting, after section 776.64, the
following section :

“776.64.1. Where it can reasonably be considered that one of the main
reasons that a member of a partnership was not a specified member of the
partnership at all times since becoming a member of the partnership is to
avoid the application of this Title in respect of the member’s interest in the
partnership, the member is deemed for the purposes of this Title to have been
a specified member of the partnership at all times since becoming a member of
the partnership.”

(2) Subsection 1 has effect from 27 April 1995.

184. (1) Section 776.70 of the said Act is amended by striking out the
words “an overpayment of”.

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

185. (1) Section 779 of the said Act, amended by section 119 of chapter
83 of the statutes of 1999, is replaced by the following :

“779. Except for the purposes of sections 752.0.2, 752.0.7.1 to 752.0.10
and 752.0.11 to 752.0.13.0.1, Title VII of Book V, section 935.4 and
Divisions II.13 to II.18 of Chapter III.1 of Title III of Book IX, the taxation
year of a bankrupt is deemed to begin on the date of the bankruptcy and the
current taxation year is deemed to end on the day immediately before the date
of the bankruptcy.”

(2) Subsection 1 applies from the taxation year 1997. However, where
section 779 of the said Act, enacted by subsection 1, applies to the taxation
year 1997, it shall be read without reference to “, 752.0.7.1 to 752.0.10” and
with “Divisions II.13 to II.18” replaced by “Divisions II.13 to II.16 and II.18”.

186. (1) Section 851.22.27 of the said Act is amended by replacing, in the
second paragraph, “550.2” by “550”.

(2) Subsection 1 applies from the taxation year 1995.
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187. Section 851.34 of the said Act, amended by section 122 of chapter 83
of the statutes of 1999, is again amended by replacing, in the English text of
the portion before paragraph a, the words “registered Canadian amateur
athletic association” by the words “prescribed Canadian amateur athletic
association”.

188. (1) Section 852 of the said Act is amended by replacing the portion
before paragraph a by the following :

“852. In this Title,

“unused portion of the exempt capital gains balance” of a beneficiary in
respect of a trust governed by a profit sharing plan, at any time in a taxation
year of the beneficiary, means

(a) if the year ends before 1 January 2005, the amount by which the
beneficiary’s exempt capital gains balance, within the meaning of section 251.1,
in respect of the trust for the year exceeds the aggregate of all amounts each of
which is an amount by which a capital gain is reduced under Chapter II.1 of
Title IV of Book III for the year because of the beneficiary’s exempt capital
gains balance in respect of the trust ; or

(b) if the year ends after 31 December 2004, the amount by which the
amount that would, if the definition of “exempt capital gains balance” in the
first paragraph of section 251.1 were read without reference to “that ends
before 1 January 2005”, be the beneficiary’s exempt capital gains balance in
respect of the trust for the year, exceeds

i. where there has been a disposition of an interest or a part of an interest of
the beneficiary in the trust after the beneficiary’s taxation year 2004, other
than a disposition that is a part of a transaction described in paragraph c of
section 858 in which property is received as consideration for all or a portion
of the beneficiary’s interests in the trust, the aggregate of all amounts each of
which is an amount by which the adjusted cost base of an interest or a part of
an interest disposed of by the beneficiary, other than an interest or a part of an
interest that is all or a portion of the beneficiary’s interests referred to in
paragraph c of section 858, was increased because of paragraph c.4 of
section 255, and

ii. in any other case, nil ;

“profit sharing plan” at a particular time means an arrangement”.

(2) Subsection 1 applies from the taxation year 1994.

189. (1) Section 858 of the said Act is amended

(1) by striking out, at the end of paragraph a, the word “and” ;
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(2) by replacing paragraph b by the following :

“(b) that proportion of such portion of the amount received by the
beneficiary, as determined in section 857, as is attributable to an amount
referred to in any of subparagraphs a to g of the first paragraph of that section,
that the cost amount to the trust of the property immediately before the
particular time is of the cost amount to the trust of all properties so received by
the beneficiary at the particular time, is, subject to paragraph c, deemed to be
both the cost to the beneficiary of the property and, for the purposes of
section 857, the amount so received by the beneficiary by virtue of the receipt
by the beneficiary of the property ; and” ;

(3) by adding, after paragraph b, the following paragraph :

“(c) where the property is received as consideration for all or a portion of
the beneficiary’s interests in the trust and the beneficiary files with the
Minister on or before the beneficiary’s filing-due date for the beneficiary’s
taxation year that includes the particular time an election in respect of the
property, the beneficiary shall include in the cost to the beneficiary of the
property determined under paragraph b the least of

i. the amount by which the unused portion of the beneficiary’s exempt
capital gains balance in respect of the trust at the particular time exceeds the
aggregate of all amounts each of which is an amount included because of this
paragraph in the cost to the beneficiary of another property received by the
beneficiary at or before the particular time in the year,

ii. the amount by which the fair market value of the property at the
particular time exceeds the amount deemed by paragraph b to be the cost to
the beneficiary of the property, and

iii. the amount designated in the election in respect of the property.”

(2) Subsection 1 applies from the taxation year 1994. However, an election
provided for in paragraph c of section 858 of the said Act, enacted by
subsection 1, made by the beneficiary under a trust by notifying the Minister
of Revenue in writing on or before the beneficiary’s filing-due date for the
beneficiary’s taxation year that includes 11 May 2000, is deemed to have been
made in accordance with that paragraph c.

190. (1) Section 890.13 of the said Act is amended by replacing
paragraphsa and b by the following :

“(a) where an amount in respect of a particular retirement compensation
arrangement is required by paragraph a or c of section 890.9 or by section 429
to be included in computing the taxpayer’s income for the year, an amount
equal to the lesser of

i. the aggregate of all amounts in respect of the particular arrangement so
required to be included in computing the taxpayer’s income for the year, and
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ii. the amount by which the aggregate of all amounts each of which is an
amount deducted under this paragraph or paragraph b in respect of the particular
arrangement in computing the taxpayer’s income for a preceding taxation year
or an amount transferred in respect of the taxpayer before the end of the year
from the particular arrangement to another retirement compensation
arrangement in circumstances in which section 890.14 applies, to the extent
that the amount would have been deductible under this paragraph in respect of
the particular arrangement in computing the taxpayer’s income if it had been
received by the taxpayer out of the particular arrangement, is exceeded by the
aggregate of all amounts each of which is

(1) an amount, other than an amount deductible under section 70.2 or
transferred to the particular arrangement in circumstances in which section
890.14 applies, contributed under the particular arrangement by the taxpayer
while it was a retirement compensation arrangement and before the end of the
year,

(2) an amount transferred in respect of the taxpayer before the end of the
year to the particular arrangement from another retirement compensation
arrangement in circumstances in which section 890.14 applies, to the extent
that the amount would have been deductible under this paragraph in respect of
the other arrangement in computing the taxpayer’s income if it had been
received by the taxpayer out of the other arrangement,

(3) an amount paid by the taxpayer before the end of the year and at a time
when the taxpayer was resident in Canada to acquire an interest in the
particular arrangement, or

(4) an amount that was received or became receivable by the taxpayer
before the end of the year and at a time when the taxpayer was resident in
Canada as proceeds from the disposition of an interest in the particular
arrangement ; and

“(b) where an amount in respect of a particular retirement compensation
arrangement is required by paragraph b of section 890.9 to be included in
computing the taxpayer’s income for the year, an amount equal to the lesser of

i. the aggregate of all amounts in respect of the particular arrangement so
required to be included in the taxpayer’s income for the year, and

ii. the amount by which the aggregate of all amounts each of which is an
amount deducted under paragraph a in respect of the particular arrangement in
computing the taxpayer’s income for the year or a preceding taxation year, an
amount deducted under this paragraph in respect of the particular arrangement
in computing the taxpayer’s income for a preceding taxation year or an
amount transferred in respect of the taxpayer before the end of the year from
the particular arrangement to another retirement compensation arrangement in
circumstances in which section 890.14 applies, to the extent that the amount
would have been deductible under paragraph a in respect of the particular
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arrangement in computing the taxpayer’s income if it had been received by the
taxpayer out of the other arrangement, is exceeded by the aggregate of all
amounts each of which is

(1) an amount, other than an amount deductible under section 70.2 or
transferred to the particular arrangement in circumstances in which section
890.14 applies, contributed under the particular arrangement by the taxpayer
while it was a retirement compensation arrangement and before the end of the
year,

(2) an amount transferred in respect of the taxpayer before the end of the
year to the particular arrangement from another retirement compensation
arrangement in circumstances in which section 890.14 applies, to the extent
that the amount would have been deductible under paragraph a in respect of
the other arrangement in computing the taxpayer’s income if it had been
received by the taxpayer out of the other arrangement, and

(3) an amount paid by the taxpayer before the end of the year and at a time
when the taxpayer was resident in Canada to acquire an interest in the
particular arrangement.”

(2) Subsection 1 applies from the taxation year 1996.

191. (1) The said Act is amended by inserting, after section 890.13, the
following :

“CHAPTER V

“ARRANGEMENT TRANSFERS

“890.14. Where an amount, other than an amount that is part of a series
of periodic payments, is transferred directly to a retirement compensation
arrangement, other than a plan or arrangement the custodian of which is not
resident in Canada or which is deemed under section 890.6 to be a retirement
compensation arrangement, from another retirement compensation
arrangement, the following rules apply :

(a) the amount shall not, solely because of the transfer, be included in
computing a taxpayer’s income ; and

(b) no deduction may be made in respect of the amount in computing a
taxpayer’s income.”

(2) Subsection 1 applies in respect of amounts transferred after 31 December
1995.

192. (1) The heading of Chapter I of Title III of Book VII of Part I of the
said Act is replaced by the following :
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“INTERPRETATION AND REGISTRATION”.

(2) Subsection 1 has effect from 1 January 1998.

193. (1) The said Act is amended by inserting, after the heading of Chapter I
of Title III of Book VII of Part I, the following sections :

“890.15. In this Title,

“accumulated income payment” under an education savings plan means
any amount paid out of the plan, other than an amount referred to in any of
paragraphs a, c, d and e of the definition of “trust”, to the extent that the
amount exceeds the fair market value of any consideration given to the plan
for the payment of the amount ;

“beneficiary” under an education savings plan means a person, designated
by a subscriber under the plan, to whom or on whose behalf an educational
assistance payment under the plan is to be paid if the person qualifies under
the plan ;

“education savings plan” means

(a) a contract described in section 893 ; or

(b) a contract entered into after 31 December 1997 between either one
individual, other than a trust, or an individual, other than a trust, and the
spouse of the individual, and a person or organization, in this Title referred to
as a “promoter”, under which the promoter agrees to pay or to cause to be paid
educational assistance payments to or for one or more beneficiaries ;

“educational assistance payment” means any amount, other than a refund of
contributions, paid out of an education savings plan to or for an individual to
assist the individual to further the individual’s education at the post-secondary
school level ;

“refund of contributions” at any time under a registered education savings
plan means

(a) an amount paid at that time as a refund of a contribution that had been
made to the plan at a previous time by or on behalf of a subscriber under the
plan, otherwise than by way of a transfer from another registered education
savings plan ; and

(b) an amount paid at that time as a refund of an amount that had been paid
into the plan at a previous time by way of a transfer from another registered
education savings plan, where the amount would have been a refund of
contributions under the other plan if it had been paid at the previous time
directly to a subscriber under the other plan ;
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“registered education savings plan” means, subject to section 890.16, an
education savings plan registered or deemed to be registered by the Minister
for the purposes of this Part or a registered education savings plan as it is
amended from time to time ; in that respect, every education savings plan
whose registration was effective on 1 January 1998, or that is accepted for
registration after 31 December 1997, for the purposes of the Income Tax Act
(Revised Statutes of Canada, 1985, chapter 1, 5th Supplement) is, subject to
the Minister’s power to refuse or revoke a registration, deemed to be registered
by the Minister for the purposes of this Part ;

“subscriber” under an education savings plan at any time means

(a) in the case of an education savings plan under a contract described in
section 893, the individual referred to in that section with whom the promoter
of the plan has entered into the contract ; or

(b) in the case of another education savings plan and subject to
section 890.17,

i. each individual with whom the promoter of the plan has entered into the
plan,

ii. an individual who has before that time acquired a subscriber’s rights
under the plan pursuant to a decree, order or judgment of a competent tribunal,
or under a written agreement, relating to a partition of property between the
individual and a subscriber under the plan in settlement of rights arising out
of, or on the breakdown of, their marriage, or

iii. after the death of a subscriber under the plan, any other person, including
the succession of the subscriber, who makes contributions to the plan in
respect of a beneficiary under the plan ;

“trust”, except in paragraphs d and e and paragraph b of the definition of
“education savings plan”, means any person who irrevocably holds property
under an education savings plan for any of, or any combination of, the
following purposes :

(a) the payment of educational assistance payments ;

(b) the payment after 31 December 1997 of accumulated income payments ;

(c) the payment of a refund of contributions ;

(d) the payment of an amount to, or to a trust in favour of, a prescribed
educational institution ; and

(e) the payment of an amount to another trust that irrevocably holds property
under a registered education savings plan for one or more of the purposes set
out in paragraphs a to d.
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“890.16. For the purposes of this Title, except sections 904 and 904.1,
a registered education savings plan ceases to qualify as such from the day
following the day on which its registration is revoked or deemed revoked
under section 899.

“890.17. For the purposes of paragraph b of the definition of
“subscriber” in section 890.15, a subscriber under an education savings plan
at any time does not include an individual who, before that time, disposed of
the individual’s rights as a subscriber under the plan in the circumstances
described in subparagraph ii of that paragraph b.”

(2) Subsection 1 has effect from 1 January 1998 except where it enacts the
definition of “refund of contributions” in section 890.15 of the said Act, in
which case it applies from the taxation year 1998.

194. (1) Sections 891 and 892 of the said Act are repealed.

(2) Subsection 1 has effect from 1 January 1998.

195. (1) Section 893 of the said Act is replaced by the following :

“893. The contract to which paragraph a of the definition of “education
savings plan” in section 890.15 refers is a contract entered into before 1 January
1998 between an individual and a promoter, under which, as consideration for
the payment of an amount by the individual, the promoter agrees to pay or to
cause to be paid educational assistance payments to or for a beneficiary.”

(2) Subsection 1 has effect from 1 January 1998.

196. (1) Section 894 of the said Act is repealed.

(2) Subsection 1 has effect from 1 January 1998. In addition, where
paragraph c of section 894 of the said Act, repealed by subsection 1, applies to
the taxation year 1997, it shall be read as follows :

“(c) a refund at any time of

i. a contribution that had been made to the plan at a previous time by or on
behalf of a subscriber under the plan, otherwise than by way of a transfer from
another plan that is a registered education savings plan, or

ii. an amount that had been paid into the plan at a previous time by way of
a transfer from another plan that was a registered education savings plan,
where the amount would have been a refund referred to in this paragraph
under the other plan if it had been paid at the previous time directly to a
subscriber under the other plan ;”.
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197. (1) Section 895 of the said Act is amended

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

“895. The Minister shall not register for the purposes of this Part any
education savings plan of a promoter unless the promoter applies therefor to
the Minister in prescribed form containing prescribed information and, in the
Minister’s opinion, the following conditions are complied with :

(a) at the time of the application for registration of the plan by the promoter,
not fewer than 150 plans have been entered into with the promoter, each of
which complied, at the time it was entered into, with the conditions set out in
section 894 and the other conditions set out in this section, as those sections
read at that time ;” ;

(2) by inserting, after paragraph a, the following paragraph :

“(a.1) the plan provides that the property of any trust governed by the plan,
after the payment of trustee and administration charges, is irrevocably held for
any of the purposes described in the definition of “trust” in section 890.15 by
a corporation licensed or otherwise authorized under the laws of Canada or a
province to carry on in Canada the business of offering its services as a
trustee ;” ;

(3) by replacing paragraph c by the following :

“(c) the plan does not allow for any payment before 1 January 1998 to a
subscriber, other than the payment of a refund of contributions, unless the
subscriber is also the beneficiary under the plan ;” ;

(4) by inserting, after paragraph c, the following paragraph :

“(c.1) the plan does not allow accumulated income payments under the
plan, or the plan allows an accumulated income payment at a particular time
under the plan only if

i. the accumulated income payment is made to, or on behalf of, a person
and not jointly to, or on behalf of, more than one person,

ii. the particular time is after 31 December 1997,

iii. the person to, or on behalf of whom, the accumulated income payment
is made is resident in Canada at the particular time,

iv. either the person referred to in subparagraph iii is a subscriber under the
plan at the particular time, or an individual died prior to the particular time
and was a subscriber under the plan immediately before death,

v. each individual in respect of whom a subscriber has made a contribution
to the plan has before the particular time attained 21 years of age and is not, at
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that time, eligible under the plan to receive an educational assistance payment,
or has died before the particular time, and

vi. either the particular time is after the ninth year that follows the year in
which the plan was entered into, or each individual in respect of whom a
subscriber has made a contribution to the plan has died before the particular
time and was, or was related to, a subscriber under the plan or was the nephew,
niece, great nephew or great niece of a subscriber under the plan ;” ;

(5) by replacing paragraphs e and f by the following :

“(e) in the event that a trust governed by the plan is terminated, the
property held by the trust is to be used for any of the purposes described in the
definition of “trust” in section 890.15 ;

“( f) the plan provides for the payment of educational assistance payments
before 1 January 1997 to an individual only if the individual is, at the time the
payment is made, in full-time attendance at a prescribed post-secondary
educational institution, enrolled in a prescribed educational program at the
institution and is not a prescribed tax-exempt person ;” ;

(6) by inserting, after paragraph f, the following paragraphs :

“( f.1) the plan provides for the payment of educational assistance payments
after 31 December 1996 to an individual only if the individual is, at the time
the payment is made, enrolled in a prescribed educational program as a full-
time student at a prescribed post-secondary educational institution and is not a
prescribed tax-exempt person ;

“( f.2) the plan provides that no contribution to the plan may be made
otherwise than by or on behalf of a subscriber under the plan in respect of a
beneficiary under the plan or by way of transfer from another plan that is a
registered education savings plan ;” ;

(7) by replacing the French text of paragraphs g and h by the following :

“g) le régime prévoit qu’aucun paiement ne peut y être fait par un
souscripteur ou pour son compte après la vingt et unième année suivant celle
au cours de laquelle le contrat qui constitue le régime a été conclu ;

“h) le régime prévoit qu’il doit cesser d’exister au plus tard le dernier jour
de la vingt-cinquième année suivant celle au cours de laquelle le contrat qui
constitue le régime a été conclu ;” ;

(8) by inserting, after paragraph h, the following paragraphs :

“(h.1) where the plan allows accumulated income payments in accordance
with paragraph c.1, the plan provides that it must be terminated before
1 March of the year following the year in which the first such payment is made
under the plan ;
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“(h.2) the plan does not allow for the receipt of property by way of direct
transfer from another plan that is a registered education savings plan after the
other plan has made any accumulated income payment ;” ;

(9) by replacing paragraphs i and j by the following :

“( i) where the plan allows more than one beneficiary under the plan at any
one time, the plan provides

i. that each of the beneficiaries under the plan is required to be connected
to each living subscriber under the plan, or to have been connected to a
deceased original subscriber under the plan, by blood relationship or adoption,
and

ii. that a contribution to the plan in respect of a beneficiary is permitted to
be made only if

(1) the beneficiary had not attained 21 years of age at the time the plan was
entered into,

(2) the contribution is made by way of transfer from another plan that is a
registered education savings plan to which a contribution had been made
before the transfer in respect of the beneficiary, or

(3) the contribution is made to the plan in respect of the beneficiary after a
contribution in accordance with subparagraph 2 was made ;

“( j) the plan provides that the total of all contributions made by a subscriber
to the plan in respect of a beneficiary for a year, other than contributions made
by way of transfer from another plan that is a registered education savings
plan, shall not exceed

i. for each of the years 1990 to 1995, $1,500,

ii. for the year 1996, $2,000, and

iii. for the year 1997 and each of the following years, $4,000 ;” ;

(10) by replacing paragraph l by the following :

“( l) the Minister has no reason to believe that the promoter will not take all
reasonable measures to ensure that the plan will continue to comply with the
conditions for registration set out in paragraphs a.1, b to c.1 and e to k for the
purposes of this Part.”

(2) Paragraphs 1 and 10 of subsection 1 apply in respect of applications
made after 31 December 1997.
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(3) Paragraph 2, paragraph 5, where it replaces paragraph e of section 895
of the said Act, and paragraph 7 of subsection 1 have effect from 1 January
1998.

(4) Paragraphs 3, 4 and 8 of subsection 1 and paragraph 9 of that subsection,
where it replaces paragraph i of section 895 of the said Act, apply from the
taxation year 1998. However,

(1) paragraph i of section 895 of the said Act, enacted by that paragraph 9,
does not apply in respect of plans entered into before 14 July 1990 ; and

(2) subparagraph ii of paragraph i of section 895 of the said Act, enacted
by that paragraph 9, does not apply in respect of plans entered into before
1 January 1998.

(5) Paragraph 5 of subsection 1, where it replaces paragraph f of section 895
of the said Act, paragraph 6 of that subsection, where it enacts paragraph f.1 of
that section 895, and paragraph 9 of that subsection, where it replaces
paragraphj of that section 895, apply in respect of plans entered into after
20 February 1990. However, where paragraphs f and f.1 of section 895 of the
said Act, enacted by those paragraphs 5 and 6, apply

(1) before 1 January 1998 in respect of plans entered into before that date,
they shall be read as follows :

“( f) the plan provides for payment of financial assistance referred to in
section 893 before 1 January 1997 to a beneficiary referred to therein only if
the beneficiary is, at the time the payment is made, in full-time attendance at a
prescribed post-secondary educational institution, enrolled in a prescribed
educational program at the institution and is not a prescribed tax-exempt
person ;

“( f.1) the plan provides for payment of financial assistance referred to in
section 893 after 31 December 1996 to a beneficiary referred to therein only if
the beneficiary is, at the time the payment is made, enrolled in a prescribed
educational program as a full-time student at a prescribed post-secondary
educational institution and is not a prescribed tax-exempt person ;” ;

(2) after 31 December 1997 in respect of plans entered into before 1 January
1998, they shall be read with the words “an individual” and “the individual”
replaced by the words “a beneficiary” and “the beneficiary”.

(6) Paragraph 6 of subsection 1, where it enacts paragraph f.2 of section 895
of the said Act, applies from the taxation year 1997.

198. (1) Sections 895.1 and 896 of the said Act are replaced by the
following :
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“895.1. Where property irrevocably held by a trust governed by a
registered education savings plan, in this section referred to as the “transferor
plan”, is transferred to a trust governed by another registered education
savings plan, in this section referred to as the “transferee plan”, the following
rules apply :

(a) for the purposes of this section, subparagraph vi of paragraph c.1 of
section 895 and paragraphs g and h of that section 895, the transferee plan is
deemed to have been entered into on the earlier of the day on which the
transferee plan was entered into and the day on which the transferor plan was
entered into ; and

(b) notwithstanding sections 904 and 904.1, no amount shall be included in
computing the income of any person because of the transfer.

“896. Where an education savings plan cannot be registered solely
because the condition set out in paragraph a of section 895 has not been
complied with, if the plan is subsequently registered, it is deemed to have been
registered on 1 January of the year in which all other conditions referred to in
that section were complied with or on 1 January of the year preceding the year
in which the plan is subsequently registered, whichever date is the later.”

(2) Subsection 1 has effect from 1 January 1998. However, where
section 895.1 of the said Act, enacted by subsection 1, applies in respect of
transfers made before that date, it shall be read without reference to its
paragraph b.

199. (1) Section 897 of the said Act is amended by replacing the words
“approve for registration” by the word “register” and “requirements
contemplated in the said section 895 and in section 894” by “conditions set
out in that section 895”.

(2) Subsection 1 has effect from 1 January 1998.

200. (1) The said Act is amended by inserting, after the heading of
Chapter II of Title III of Book VII of Part I, the following sections :

“898.1. Where on a particular day a registered education savings plan
ceases to comply with any provision of the plan or with the conditions set out
in section 895 for the plan’s registration, the Minister may send written notice
to the promoter of the plan that the Minister proposes to revoke the registration
of the plan as of the day specified in the notice, which day shall not be earlier
than the particular day.

“898.2. Where, in accordance with section 898.1, the Minister sends a
notice, in this section referred to as a “notice of intent”, to the promoter of a
registered education savings plan that the Minister proposes to revoke the
registration of the plan, the Minister may, after 30 days after the receipt by the
promoter of the notice of intent, send written notice to the promoter that the



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2473

registration of the plan is revoked as of the day specified in the notice of
revocation, which day shall not be earlier than the day specified in the notice
of intent.”

(2) Subsection 1 has effect from 1 January 1998.

201. (1) Section 899 of the said Act, amended by section 273 of chapter 83
of the statutes of 1999, is replaced by the following :

“899. Where, in accordance with section 898.2, the Minister sends a
notice of revocation of the registration of a registered education savings plan
to the promoter of the plan, the registration of the plan is revoked as of the day
specified in the notice of revocation, unless the Court of Québec or a judge
thereof, on application made at any time before the determination of an appeal
under subparagraph e of the first paragraph of section 93.1.15 of the Act
respecting the Ministère du Revenu (chapter M-31), decides otherwise.

Subject to the first paragraph, the registration of a registered education
savings plan that is deemed to have been registered by the Minister for the
purposes of this Part, in accordance with the definition of “registered education
savings plan” in section 890.15, is deemed, for the purposes of this Part, to be
revoked as of the day on which, for the purposes of the Income Tax Act
(Revised Statutes of Canada, 1985, chapter 1, 5th Supplement), the registration
of the plan is revoked under subsection 13 of section 146.1 of that Act.”

(2) Subsection 1 has effect from 1 January 1998.

202. (1) Section 900 of the said Act is repealed.

(2) Subsection 1 has effect from 1 January 1998.

203. (1) The heading of Chapter IV of Title III of Book VII of Part I of the
said Act is replaced by the following :

“INCOME INCLUSIONS”.

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

204. (1) Section 903 of the said Act is repealed.

(2) Subsection 1 has effect from 1 January 1998.

205. (1) Section 904 of the said Act is replaced by the following :

“904. An individual shall include in computing the individual’s income
for a taxation year any education assistance payment paid out of a registered
education savings plan to or for the individual in the year.”

(2) Subsection 1 applies from the taxation year 1998.
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206. (1) The said Act is amended by inserting, after section 904, the
following section :

“904.1. A taxpayer shall include in computing the taxpayer’s income
for a taxation year the aggregate of

(a) any accumulated income payment received in the year by the taxpayer
under a registered education savings plan ; and

(b) any amount received in the year by the taxpayer in full or partial
satisfaction of a subscriber’s interest under a registered education savings
plan, other than any excluded amount in relation to the plan.

For the purposes of subparagraph b of the first paragraph, an excluded
amount in relation to a registered education savings plan is

(a) any amount received under the plan ;

(b) any amount received in satisfaction of a right to a refund of contributions
under the plan ; or

(c) any amount received by a taxpayer under a decree, order or judgment of
a competent tribunal, or under a written agreement, relating to a partition of
property between the taxpayer and the taxpayer’s spouse or former spouse in
settlement of rights arising out of, or on the breakdown of, their marriage.”

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

207. (1) Section 905 of the said Act is repealed.

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

208. (1) The said Act is amended by inserting, after section 905, the
following :

“CHAPTER V

“ADMINISTRATION

“905.0.1. Where a registered education savings plan is amended, the
promoter of the plan shall file the text of the amendment with the Minister not
later than 60 days after the day on which the plan is amended.

“905.0.2. The Government may make regulations requiring promoters
of education savings plans to file information returns in relation to the plans.”

(2) Subsection 1 has effect from 18 June 1998.

209. (1) Section 905.1 of the said Act is amended
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(1) by adding, after subparagraph iii of paragraph a, the following
subparagraph :

“iv. a tax-paid amount described in subparagraph ii of paragraph c.1 that
relates to interest or to another amount included in computing income otherwise
than because of any of the provisions of this Title ;” ;

(2) by inserting, after paragraph c, the following paragraph :

“(c.1) “tax-paid amount”, in respect of a registered retirement savings
plan, means

i. an amount paid to a person in respect of the amount that would, if this
Part were read without reference to paragraph a of section 657 and section
657.1, be income of a trust governed by the plan for a taxation year for which
the trust is subject to tax under this Part because of section 921.1, or

ii. where the plan is a deposit with a depositary referred to in clause B of
subparagraph iii of paragraph b of the definition of “retirement savings plan”
in subsection 1 of section 146 of the Income Tax Act, and an amount is
received at any time out of or under the plan by a person, the portion of the
amount that may reasonably be considered to relate to interest or another
amount in respect of the deposit that is required to be included in computing
the income of any person, other than the annuitant, otherwise than because of
any of the provisions of this Title ;”.

(2) Subsection 1 applies in respect of deaths that occur after 31 December
1992.

210. (1) Section 908 of the said Act is amended by replacing subparagraphs
a and b of the first paragraph by the following :

“(a) any amount paid to a spouse of the annuitant out of or under a
registered retirement savings plan of the annuitant, other than any part of the
amount that is a tax-paid amount in respect of the plan, where the annuitant
died before the date provided for the first payment of benefits and the amount
was paid as a consequence of the death ; or

“(b) if the annuitant had no spouse at the time of the annuitant’s death, any
amount paid out of or under a registered retirement savings plan of the
annuitant, other than any part of the amount that is a tax-paid amount in
respect of the plan, after the death to a child or grandchild of the annuitant,
who was, at the time of the death, financially dependent on the annuitant for
support.”

(2) Subsection 1 applies in respect of deaths that occur after 31 December
1992.

211. (1) Section 915.2 of the said Act is amended by replacing
subparagraph a of the third paragraph by the following :
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“(a) A is the aggregate of

i. all refunds of premiums in respect of the plan,

ii. all tax-paid amounts in respect of the plan paid to individuals who,
otherwise than because of section 930, received refunds of premiums in
respect of the plan, and

iii. all amounts each of which is a tax-paid amount in respect of the plan
paid to the legal representative of the annuitant under the plan, to the extent
that the legal representative would have been entitled to designate that tax-
paid amount under section 930 if tax-paid amounts were not excluded in
determining refunds of premiums ;”.

(2) Subsection 1 applies in respect of deaths that occur after 31 December
1992.

212. Section 935.1 of the said Act is amended, in the English text of the
first paragraph, by replacing the words “cooperative housing corporation” by
the words “housing cooperative” in the following provisions :

— subparagraph ii of paragraph d.1 of the definition of “eligible amount” ;

— paragraph b of the definition of “qualifying home”.

213. Section 935.2 of the said Act is amended, in the first paragraph,

(1) by replacing, in the English text, subparagraph a.1 by the following :

“(a.1) an individual is deemed to have an owner-occupied home at any
time where, at that time, the individual owns, whether jointly with another
person or otherwise, a housing unit or a share of the capital stock of a housing
cooperative and the housing unit is inhabited by the individual as the
individual’s principal place of residence at that time, or the share was acquired
for the purpose of acquiring a right to possess a housing unit owned by the
cooperative and that unit is inhabited by the individual as the individual’s
principal place of residence at that time ;” ;

(2) by replacing, in the portion of subparagraph e before subparagraph i,
the words “Minister of National Revenue” by the words “Minister of Revenue
of Canada”.

214. Section 943 of the said Act is replaced, in the English text, by the
following :

“943. For the purposes of this Title, an owner-occupied home of an
individual is a housing unit in Canada that is owned in a taxation year or
within 60 days after the end of the taxation year by the individual, whether
alone or jointly with another person, and that was inhabited by the individual
at any time in that year or within 60 days after the end of that year.
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If a housing unit in Canada is owned by a housing cooperative, “owner-
occupied home” also includes a share of the capital stock of the cooperative
that is owned in the taxation year or within 60 days after the end of the
taxation year by the individual, whether alone or jointly with another person,
if the share was acquired by the individual for the sole purpose of acquiring
the right to inhabit the housing unit and that housing unit was inhabited by the
individual at any time in that year or within 60 days after the end of that year.”

215. (1) Section 961.1.5 of the said Act is amended by replacing
paragraphc by the following :

“(c) “minimum amount” under a retirement income fund for a year means
the amount determined under section 961.1.5.0.1 in respect of the fund for the
year ;”.

(2) Subsection 1 applies

(1) from the year 1998 in respect of

(a) retirement income funds entered into after 28 February 1986, and

(b) retirement income funds entered into before 1 March 1986 and revised
or amended after 28 February 1986 and before 1 January 1998 ;

(2) from the year in which a retirement income fund is first revised or amended
after 31 December 1997, if the fund was entered into before 1 March 1986
and was not revised or amended after 28 February 1986 and before
1 January 1998 ; and

(3) with respect to a retirement income fund that governs a trust that, after
31 July 1997, holds a contract for an annuity, to all years that begin after the
first day that is after 31 July 1997, and on which the trust holds such a
contract.

216. (1) The said Act is amended by inserting, after section 961.1.5, the
following section :

“961.1.5.0.1. The amount to which paragraph c of section 961.1.5
refers in respect of a retirement income fund for a year is the amount determined
by the formula

(A ×  B) + C.

In the formula provided for in the first paragraph,

(a) A is the fair market value of all properties held in connection with the
fund at the beginning of the year, other than annuity contracts held by a trust
governed by the fund that, at the beginning of the year, are not referred to in
paragraph b.1 of the definition of “qualified investment” in subsection 1 of
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section 146.3 of the Income Tax Act (Revised Statutes of Canada, 1985,
chapter 1, 5th Supplement) ;

(b) B is

i. where the first annuitant under the fund elected in respect of the fund
under subparagraph ii of paragraph c of section 961.1.5, as it read before
1 January 1992, or under the first paragraph of section 961.4, as it read before
1 January 1986, to use the age of another individual, the prescribed factor for
the year in respect of the other individual,

ii. where subparagraph i does not apply and the first annuitant under the
fund so elects before any payment has been made under the fund by the
carrier, the prescribed factor for the year in respect of an individual who is the
spouse of the first annuitant at the time of the election, and

iii. in any other case, the prescribed factor for the year in respect of the first
annuitant under the fund ; and

(c) C is, where the fund governs a trust, the aggregate of all amounts each
of which is

i. a periodic payment under an annuity contract held by the trust at the
beginning of the year, other than an annuity contract referred to at the
beginning of the year in paragraph b.1 of the definition of “qualified investment”
in subsection 1 of section 146.3 of the Income Tax Act, that is paid to the trust
in the year, or

ii. if the periodic payment under an annuity contract described in
subparagraph i is not made to the trust because the trust disposed of the right
to that payment in the year, a reasonable estimate of that payment on the
assumption that the annuity contract has been held by the trust throughout the
year and no rights under the contract were disposed of in the year.”

(2) Subsection 1 applies

(1) from the year 1998 in respect of

(a) retirement income funds entered into after 28 February 1986, and

(b) retirement income funds entered into before 1 March 1986 and revised
or amended after 28 February 1986 and before 1 January 1998 ;

(2) from the year in which a retirement income fund is first revised or amended
after 31 December 1997, if the fund was entered into before 1 March 1986
and was not revised or amended after 28 February 1986 and before 1 January 1998;
and

(3) with respect to a retirement income fund that governs a trust that, after
31 July 1997, holds a contract for an annuity, to all years that begin after the
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first day that is after 31 July 1997, and on which the trust holds such a
contract.

217. (1) Section 961.17 of the said Act is amended by adding, after
subparagraph b of the first paragraph, the following subparagraph :

“(c) an amount that relates to interest, or to another amount included in
computing income otherwise than because of any of the provisions of this
Title, and that would, if the fund were a registered retirement savings plan, be
a tax-paid amount described in subparagraph ii of paragraph c.1 of section
905.1.”

(2) Subsection 1 applies in respect of deaths that occur after 31 December 1992.

218. (1) Section 961.17.1 of the said Act is amended by replacing
subparagraph a of the third paragraph by the following :

“(a) A is the aggregate of

i. all designated benefits of individuals in respect of the fund,

ii. all amounts that would, if the fund were a registered retirement savings
plan, be tax-paid amounts, within the meaning assigned by paragraph c.1 of
section 905.1, in respect of the fund received by individuals who received,
otherwise than because of section 961.8, designated benefits in respect of the
fund, and

iii. all amounts each of which is an amount that would, if the fund were a
registered retirement savings plan, be a tax-paid amount, within the meaning
of paragraph c.1 of section 905.1, in respect of the fund received by the legal
representative of the last annuitant under the fund, to the extent that the legal
representative would have been entitled to designate that tax-paid amount
under subparagraph i of paragraph c.1 of section 961.1.5 if tax-paid amounts
were not excluded in determining refunds of premiums as defined in the first
paragraph of section 908 ;”.

(2) Subsection 1 applies in respect of deaths that occur after 31 December 1992.

219. (1) Section 965.0.1 of the said Act is amended by inserting the
following definition in alphabetical order :

““licensed annuities provider” means a person who is licensed or otherwise
authorized under a law of Canada or a province to carry on an annuities
business in Canada ;”.

(2) Subsection 1 has effect from 31 July 1997.

220. (1) The said Act is amended by inserting, after section 965.0.1, the
following section :
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“965.0.1.1. Any reference in this Part and the regulations to a pension
plan as registered means the terms of the plan on the basis of which the
Minister of Revenue of Canada has registered the plan for the purposes of the
Income Tax Act (Revised Statutes of Canada, 1985, chapter 1, 5th Supplement)
and as amended by each amendment referred to in paragraph a or b of
subsection 15 of section 147.1 of that Act, and includes all terms that are not
contained in the documents constituting the plan but that are terms of the plan
by reason of the Pension Benefits Standards Act, 1985 (Revised Statutes of
Canada, 1985, chapter 32, 2nd Supplement) or a similar law of a province.”

(2) Subsection 1 has effect from 31 July 1997.

221. (1) Section 965.0.3 of the said Act is amended by replacing
subparagraph ii of subparagraph b of the third paragraph by the following :

“ii. where the preceding year is before the year 1987, under paragraph c of
section 70 to the extent permitted by paragraph b of section 71, as it read for
that preceding year, in respect of additional voluntary contributions made in
respect of a year that satisfies the conditions specified in subparagraph a.”

(2) Subsection 1 applies from the taxation year 1991.

222. (1) The said Act is amended by inserting, before Chapter III of
Title VI.0.1 of Book VII of Part I, the following section :

“965.0.4.1. Where a taxpayer dies in a taxation year, for the purpose
of computing the taxpayer’s income for the year and the preceding taxation
year, the following rules apply :

(a) subparagraph b of the first paragraph of section 965.0.3 shall be read
without reference to subparagraph ii thereof ; and

(b) subparagraph c of the first paragraph of section 965.0.3 shall be read as
follows :

“(c) the amount by which

i. the aggregate of all amounts each of which is a contribution, other than
an additional voluntary contribution, a contribution prescribed by regulation
for the purposes of clause A of subparagraph i of paragraph c of subsection 4
of section 147.2 of the Income Tax Act (Revised Statutes of Canada, 1985,
chapter 1, 5th Supplement) or a contribution included in the aggregate
determined in respect of the individual for the year under subparagraph a of
the second paragraph, made by the individual in the year or any preceding
taxation year and after 31 December 1962, to a registered pension plan in
respect of a particular year before the year 1990, if all or any part of the
particular year is included in the individual’s eligible service under the plan,
exceeds
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ii. the aggregate of all amounts each of which is an amount deducted, in
computing the individual’s income for any preceding taxation year, in respect
of contributions included in the aggregate determined in respect of the individual
for the year under subparagraph i.””

(2) Subsection 1 applies in respect of individuals who die after 31 December
1992.

223. (1) Section 965.0.14 of the said Act is amended by striking out
“notwithstanding section 2.3,”.

(2) Subsection 1 applies in respect of transfers made after 30 July 1997.

224. (1) The said Act is amended by inserting, after section 965.0.17, the
following :

“965.0.17.1. Where property held in connection with a benefit
provision of a registered pension plan is made available to pay benefits under
another benefit provision of the plan, sections 965.0.13 to 965.0.15 apply in
respect of the transaction by which the property is made so available in the
same manner as they would apply if the other benefit provision were in
another registered pension plan.

“CHAPTER IV

“ACQUISITION OF AN ANNUITY CONTRACT

“965.0.17.2. For the purposes of this Part, the rules provided in the
second paragraph apply where at any time an individual acquires, in full or
partial satisfaction of the individual’s entitlement to benefits under a registered
pension plan, an interest in an annuity contract purchased from a licensed
annuities provider and

(a) the rights provided for under the contract are not materially different
from those provided for under the plan as registered ;

(b) the contract does not permit premiums to be paid at or after that time,
other than a premium paid at that time out of or under the plan to purchase the
contract ;

(c) either the plan is not a plan in respect of which the Minister of Revenue
of Canada may, under subsection 11 of section 147.1 of the Income Tax Act
(Revised Statutes of Canada, 1985, chapter 1, 5th Supplement), give a notice
of intent to revoke the registration of the plan or the Minister of Revenue of
Canada waves the application of paragraph d of subsection 1 of section 147.4
of that Act with respect to the contract and so notifies the administrator of the
plan in writing ; and
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(d) the individual has not acquired the interest in the contract as a
consequence of a transfer of property from the plan to a registered retirement
savings plan or a registered retirement income fund.

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

(a) the individual is deemed not to have received an amount out of or under
the registered pension plan as a consequence of acquiring the interest in the
annuity contract ; and

(b) except for the purposes of sections 965.0.5 to 965.0.17.1, any amount
received at or after the time referred to in the first paragraph by any individual
under the contract is deemed to have been received under the registered
pension plan.

“965.0.17.3. For the purposes of this Part, where an amendment is
made at any time to an annuity contract to which section 965.0.17.2 or
paragraph a of section 2.3 applies, other than an amendment the sole effect of
which is to provide for an earlier annuity commencement that avoids the
application of paragraph b of section 965.0.18, and the rights provided for
under the contract are materially altered because of the amendment, the
following rules apply :

(a) each individual who has an interest in the contract immediately before
that time is deemed to have received at that time an amount under a pension
plan equal to the fair market value of the interest immediately before that
time ;

(b) the contract as amended is deemed to be a separate annuity contract
issued at that time otherwise than pursuant to a pension plan ; and

(c) each individual who has an interest in the separate annuity contract
immediately after that time is deemed to have acquired the interest at that time
at a cost equal to the fair market value of the interest immediately after that
time.

“965.0.17.4. For the purposes of this Part, where an annuity contract,
in this section referred to as the “original contract”, to which section 965.0.17.2
or paragraph a of section 2.3 applies is, at any time, replaced by another
contract, the following rules apply :

(a) where the rights provided for under the other contract are not materially
different from those provided for under the original contract, the other contract
is deemed to be the same contract as, and a continuation of, the original
contract ; and

(b) in any other case, each individual who has an interest in the original
contract immediately before that time is deemed to have received at that time
an amount under a pension plan equal to the fair market value of the interest
immediately before that time.”
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(2) Subsection 1 applies in respect of transactions, or annuity contract
acquisitions, amendments or replacements, that occur after 30 July 1997.

225. (1) Section 965.0.18 of the said Act is amended

(1) by replacing, in the portion before paragraph a, “subsection 15 of
section 147.3” by “subsection 4 of section 147.4” ;

(2) by replacing, in paragraph b, the words “a single” by the word “an”.

(2) Subsection 1 applies from the taxation year 1997.

226. (1) Section 979.19 of the said Act is amended

(1) by replacing the definition of “eligible funeral arrangement” by the
following :

““eligible funeral arrangement” at a particular time means an arrangement
established and maintained by a qualifying person solely for the purpose of
funding funeral or cemetery services with respect to one or more individuals
and of which there is one or more custodians each of whom was resident in
Canada at the time the arrangement was established, where

(a) each contribution made before the particular time under the arrangement
was made for the purpose of funding funeral or cemetery services to be
provided by the qualifying person with respect to an individual ; and

(b) for each such individual, the aggregate of all relevant contributions
made before the particular time in respect of the individual does not exceed

i. $15,000, where the arrangement solely covers funeral services with
respect to the individual,

ii. $20,000, where the arrangement solely covers cemetery services with
respect to the individual, and

iii. $35,000, in any other case ;” ;

(2) by replacing paragraph b of the definition of “custodian” by the
following :

“(b) in any other case, a qualifying person who receives a contribution
under the arrangement as a deposit for the provision by the person of funeral
or cemetery services ;” ;

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

““cemetery care trust” means a trust established pursuant to an Act of a
province for the care and maintenance of a cemetery ;” ;
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(4) by replacing the definition of “qualifying person” by the following :

““qualifying person” means a person licensed or otherwise authorized
under the laws of a province to provide funeral or cemetery services with
respect to individuals ;” ;

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

““cemetery services” with respect to an individual means property, including
interment vaults, markers, flowers, liners, urns, shrubs and wreaths, and
services that relate directly to cemetery arrangements in Canada in consequence
of the death of the individual including property and services to be funded out
of a cemetery care trust ;” ;

(6) by replacing the definition of “funeral services” by the following :

““funeral services” with respect to an individual means property and services,
other than cemetery services with respect to the individual, that relate directly
to funeral arrangements in Canada in consequence of the death of the
individual ;” ;

(7) by replacing paragraphs a and b of the definition of “relevant
contribution” by the following :

“(a) a contribution under the particular arrangement, other than a
contribution made by way of a transfer from an eligible funeral arrangement,
for the purpose of funding funeral or cemetery services with respect to the
individual ; or

“(b) such portion of a contribution to another arrangement that was an
eligible funeral arrangement, other than any such contribution made by way of
a transfer from any eligible funeral arrangement, as can reasonably be
considered to have subsequently been used to make a contribution under the
particular arrangement by way of a transfer from an eligible funeral arrangement
for the purpose of funding funeral or cemetery services with respect to the
individual.” ;

(8) by adding the following paragraphs :

“For the purposes of the definition of “eligible funeral arrangement” in the
first paragraph, any payment, other than the portion of the payment that is a
contribution to a cemetery care trust, that is made in consideration for the
immediate acquisition of a right to burial in or on property that is set apart or
used as a place for the burial of human remains or of any interest in a building
or structure for the permanent placement of human remains, shall be considered
to have been made pursuant to a separate arrangement that is not an eligible
funeral arrangement.
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“Where, in any of the provisions of this Title, a reference to “funeral or
cemetery services” is made, that reference includes a reference to a combination
of such services.”

(2) Subsection 1 applies from the taxation year 1993.

227. (1) Section 979.20 of the said Act is amended

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

“i. included in computing a person’s income solely because of the provision
by another person of funeral or cemetery services under an eligible funeral
arrangement, or” ;

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

“Subparagraph ii of subparagraph b of the first paragraph shall not affect
the consequences under this Part of the disposition of any right under an
eligible funeral arrangement to payment for the provision of funeral or cemetery
services.”

(2) Subsection 1 applies from the taxation year 1993.

228. (1) Section 979.21 of the said Act is amended

(1) by replacing the portion before the formula in the first paragraph by the
following :

“979.21. Where at any particular time in a taxation year a particular
amount is distributed, otherwise than as payment for the provision of funeral
or cemetery services with respect to an individual, to a taxpayer from an
arrangement that was, at the time it was established, an eligible funeral
arrangement and the particular amount is paid from the balance in respect of
the individual under the arrangement, there shall be added in computing the
taxpayer’s income for the year from property the lesser of the particular
amount and the amount determined by the formula” ;

(2) by replacing subparagraphs a to c of the second paragraph by the
following :

“(a) A is the balance in respect of the individual under the arrangement
immediately before the particular time, determined without regard to the
value of property in a cemetery care trust ;

“(b) B is the aggregate of all payments made from the arrangement before
the particular time for the provision of funeral or cemetery services with
respect to the individual, other than cemetery services funded by property in a
cemetery care trust ; and
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“(c) C is the aggregate of all relevant contributions made before the particular
time in respect of the individual under the arrangement, other than contributions
in respect of the individual that were in a cemetery care trust.”

(2) Subsection 1 applies from the taxation year 1993.

229. (1) Section 985 of the said Act is amended

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

“985. A person is exempt from tax for a period when the person is

(a) a corporation, commission or association all of the capital, property or
shares, other than directors’ qualifying shares, of which is owned by the State
or Her Majesty in right of Canada or a province ;

(b) a corporation, commission or association not less than 90% of the
capital, property or shares, other than directors’ qualifying shares, of which is
owned by the State or Her Majesty in right of Canada or a province ;

(c) a corporation all of the capital, property or shares, other than directors’
qualifying shares, of which is owned by another corporation, a commission or
an association to which this subparagraph or subparagraph a applies for the
period ;

(d) a corporation, commission or association not less than 90% of the
capital, property or shares, other than directors’ qualifying shares, of which is
owned by

i. the State, Her Majesty in right of Canada or a province or a person to
which subparagraph a or c applies for the period, or

ii. one or more municipalities in Canada in combination with one or more
persons referred to in subparagraph i ;

(e) a corporation all of the capital, property or shares, other than directors’
qualifying shares, of which is owned by another corporation, a commission or
an association to which this subparagraph or any of subparagraphs a to d
applies for the period ;

(f) subject to sections 985.0.1 and 985.0.2, a corporation, commission or
association not less than 90% of the capital of which is owned by one or more
municipalities in Canada, where not more than 10% of the income of the
corporation, commission or association for the period is derived from activities
carried on outside the geographical boundaries of the territories of those
municipalities ; or

(g) subject to sections 985.0.1 and 985.0.2, a corporation all of the capital,
property or shares, other than directors’ qualifying shares, of which is owned
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by another corporation, a commission or an association to which this
subparagraph or subparagraph f applies for the period, where not more than
10% of the corporation’s income for the period is derived from

i. where subparagraph f applies to the other corporation, the commission or
the association, activities carried on outside the geographical boundaries of
the territories of the municipalities referred to in that subparagraph f in its
application to that other corporation, commission or association, as the case
may be, or

ii. where this subparagraph applies to the other corporation, activities
carried on outside the geographical boundaries of the territories of the
municipalities referred to in this subparagraph in its application to that other
corporation.” ;

(2) by striking out the second paragraph ;

(3) by replacing the third paragraph by the following paragraph :

“The first paragraph does not apply to a corporation, commission or
association during a period in which a person other than the State, Her
Majesty in right of Canada or a province or a municipality in Canada has a
right to the capital, property or shares of the corporation, commission or
association or a right to acquire them.”

(2) Subsection 1 applies to taxation years or fiscal periods that begin after
31 December 1998.

230. (1) The said Act is amended by inserting, after section 985, the
following sections :

“985.0.1. For the purposes of subparagraphs f and g of the first paragraph
of section 985, income of a corporation, commission or association from
activities carried on outside the geographical boundaries of the territory of a
municipality does not include income from an activity carried on by

(a) the corporation, commission or association, as the case may be, within
the geographical boundaries of Canada under an agreement in writing entered
into with Her Majesty in right of Canada or a corporation controlled by Her
Majesty in right of Canada and to which any of subparagraphs a to g of the
first paragraph of section 985 applies ;

(b) the corporation, commission or association, as the case may be, within
the geographical boundaries of a province under an agreement in writing
entered into with the State or Her Majesty in right of that province or a
corporation controlled by the State or Her Majesty in right of that province
and to which any of subparagraphs a to g of the first paragraph of section 985
applies ; or
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(c) the corporation, commission or association, as the case may be, within
the geographical boundaries of the territory of a municipality in Canada under
an agreement in writing entered into with that municipality or a corporation
controlled by that municipality and to which any of subparagraphs a to g of
the first paragraph of section 985 applies.

“985.0.2. For the purposes of subparagraph f of the first paragraph of
section 985 and section 985.0.1, 90% of the capital of a corporation that has
issued share capital is owned by one or more municipalities in Canada only
when the municipalities own shares of the capital stock of the corporation that
give the municipalities 90% or more of the votes that could be cast under all
circumstances at an annual meeting of shareholders of the corporation.”

(2) Subsection 1 applies to taxation years or fiscal periods that begin after
31 December 1998.

231. The said Act is amended by inserting, after section 985.8.1, the
following :

“DIVISION III.1

“DISBURSEMENT QUOTA”.

232. (1) Section 998 of the said Act is amended

(1) by replacing paragraph c.1 by the following :

“(c.1) a corporation accepted, under paragraph o.1 of subsection 1 of
section 149 of the Income Tax Act (Revised Statutes of Canada, 1985,
chapter 1, 5th Supplement) by the Minister of Revenue of Canada as a funding
medium for the purposes of the registration of a plan as a registered pension
plan, and incorporated and operated throughout the period referred to in
section 980

i. solely for the administration of that registered pension plan, or

ii. for the administration of that registered pension plan and for no other
purpose other than acting as trustee of, or administering, a trust governed by a
retirement compensation arrangement, where the terms of the arrangement
provide for benefits only in respect of individuals who are provided with
benefits under the registered pension plan ;” ;

(2) by replacing paragraph g by the following :

“(g) a trust established under a registered education savings plan, to the
extent provided in Title III of Book VII ;” ;

(3) by inserting, after paragraph j.1, the following paragraph :
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“( j.2) a cemetery care trust ;” ;

(4) by replacing, in paragraph m, the word “heir” by the words “legatee by
particular title” ;

(5) by replacing paragraph o by the following :

“(o) an environmental trust.”

(2) Paragraph 1 of subsection 1 applies from the taxation year 1994.

(3) Paragraph 2 of subsection 1 has effect from 1 January 1998.

(4) Paragraph 3 of subsection 1 applies from the taxation year 1993.

(5) Paragraph 4 of subsection 1 has effect from 18 June 1998.

(6) Paragraph 5 of subsection 1 applies from the taxation year 1997.

233. (1) Section 999.1 of the said Act is amended

(1) by inserting, after paragraph a, the following paragraph :

“(a.0.1) for the purpose of determining the corporation’s fiscal period after
that time, the corporation is deemed not to have established a fiscal period
before that time ;” ;

(2) by replacing paragraph b by the following :

“(b) the corporation is deemed to dispose, at the time, in this section
referred to as the “disposition time”, that is immediately before the time that is
immediately before that time, of each property that was owned by it immediately
before that time for an amount equal to its fair market value at that time, and to
reacquire the property at that time at a cost equal to that fair market value ;” ;

(3) by striking out paragraphs c and d;

(4) by adding, after paragraph d, the following paragraphs :

“(e) for the purposes of sections 222 to 230.0.0.6, 330, 359 to 418.36, 419
to 419.4, 419.6, 600.1, 600.2, 727 to 737 and 772.2 to 772.13, the corporation
is deemed to be a new corporation the first taxation year of which began at that
time ; and

“( f) where, immediately before the disposition time, the corporation’s
eligible intangible capital amount in respect of a business exceeds the aggregate
of 75% of the fair market value of the intangible capital property in respect of
that business and the amount otherwise deducted under paragraph b of
section 130 in computing the corporation’s income from that business for the
taxation year that ended immediately before that time, the excess shall be
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deducted under that paragraph b in computing the corporation’s income from
that business for that taxation year.”

(2) Subsection 1 applies in respect of a corporation that becomes or ceases
to be exempt from tax on its taxable income under Part I of the said Act after
26 April 1995.

234. Section 1001 of the said Act, amended by section 273 of chapter 83
of the statutes of 1999, is replaced by the following :

“1001. Every person, whether or not the person is liable to pay tax and
whether or not a fiscal return has been filed, shall, on demand from the
Minister, sent by registered mail or served personally, file with the Minister in
prescribed form and containing the prescribed information a fiscal return for
the taxation year and within such time as may be designated in the demand.”

235. Section 1002 of the said Act is amended by inserting, after the words
“who has not filed a”, the word “fiscal”.

236. (1) Section 1003 of the said Act is replaced by the following :

“1003. Where section 217.9.1 or 217.17 applies in computing an
individual’s income for a taxation year from a business, or where an individual
who carries on a business in a taxation year dies in the year and after the end of
a fiscal period of the business that ends in the year, another fiscal period of the
business, in this section referred to as the “short period”, ends in the year
because of the individual’s death, and the individual’s legal representative
elects that this section apply, the following rules apply :

(a) the individual’s income from businesses for short periods, if any, shall
not be included in computing the individual’s income for the year ; and

(b) the individual’s legal representative shall file a separate fiscal return
for the year under this Part in respect of the individual as if the return were
filed in respect of another person and shall pay the tax payable under this Part
by that other person for the year computed as if

i. the other person’s only income for the year were the amount determined
by the formula

A + B – C, and

ii. subject to sections 693.1 and 752.0.26, that other person were entitled to
the deductions to which the individual is entitled under sections 725 to 725.7,
752.0.1 to 752.0.13.3 and 752.0.14 to 752.0.18.9 for the year in computing the
individual’s taxable income or tax payable under this Part, as the case may be,
for the year.
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In the formula provided for in subparagraph i of subparagraph b of the first
paragraph,

(a) A is the aggregate of all amounts each of which is the individual’s
income from a business for a short period ;

(b) B is the aggregate of all amounts each of which is an amount deducted
under section 217.17 in computing the individual’s income for the taxation
year in which the individual dies ; and

(c) C is the aggregate of all amounts each of which is an amount included
under section 217.9.1 in computing the individual’s income for the taxation
year in which the individual dies.”

(2) Subsection 1 applies from the taxation year 1996. However, where
subparagraph ii of subparagraph b of the second paragraph of section 1003 of
the said Act, enacted by subsection 1, applies to the taxation year 1996, it shall
be read with “752.0.18.9” replaced by “752.0.18.1”.

237. Section 1004 of the said Act is replaced by the following :

“1004. Every person required by this Title to file a fiscal return shall in
the fiscal return estimate the amount of tax payable.”

238. (1) The said Act is amended by inserting, after section 1007, the
following sections :

“1007.1. The Minister may, within the time specified in the second
paragraph, determine any income or loss of a partnership for a fiscal period of
the partnership and any deduction or other amount, or any other matter, in
respect of the partnership for the period that is relevant in determining the
income, taxable income or taxable income earned in Canada of, tax or other
amount payable by, or any amount refundable to or deemed to have been paid
or to have been an overpayment by, any member of the partnership for any
taxation year under this Part.

The Minister may make a determination under the first paragraph within
three years after the day that is the later of

(a) the day on or before which a member of a partnership is required under
section 1086R23.1 of the Regulation respecting the Taxation Act (R.R.Q.,
1981, chapter I-3, r.1) to file an information return for the fiscal period ; and

(b) the day on which the information return referred to in subparagraph a is
filed.

“1007.2. Where a determination is made by the Minister under
section 1007.1 in respect of a partnership for a fiscal period, the Minister shall
send a notice of the determination to the partnership and to each person who
was a member of the partnership during the fiscal period.
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“1007.3. No determination made by the Minister under section 1007.1
in respect of a partnership for a fiscal period is invalid solely because one or
more persons who were members of the partnership during the fiscal period
did not receive a notice of the determination.

“1007.4. Where the Minister makes a determination under section 1007.1
or a redetermination in respect of a partnership, the following rules apply :

(a) subject to the rights of objection and appeal of the member of the
partnership referred to in section 93.1.1.1 of the Act respecting the Ministère
du Revenu (chapter M-31) in respect of the determination or redetermination,
as the case may be, the determination or redetermination is binding on the
Minister and each member of the partnership for the purpose of calculating the
income, taxable income or taxable income earned in Canada of, tax or other
amount payable by, or any amount refundable to or deemed to have been paid
or to have been an overpayment by, the members for any taxation year under
this Part ; and

(b) notwithstanding section 1007 and sections 1010 to 1011, the Minister
may, before the end of the day that is one year after the day on which all rights
of objection and appeal expire or are determined in respect of the determination
or redetermination, assess the tax, interest, penalties or other amounts payable
and determine an amount deemed to have been paid or to have been an
overpayment under this Part in respect of any member of the partnership and
any other taxpayer for any taxation year as may be necessary to give effect to
the determination or redetermination or a final judgment of the Court of
Québec, the Court of Appeal or the Supreme Court of Canada.

“1007.5. Where, as a result of representations made to the Minister
that a person was a member of a partnership for a fiscal period of the
partnership, a determination is made under section 1007.1 in respect of the
fiscal period and the Minister or, as part of a final judgment, the Court of
Québec, the Court of Appeal or the Supreme Court of Canada concludes at a
subsequent time that the partnership did not exist for the fiscal period or that,
throughout the fiscal period, the person was not a member of the partnership,
the Minister may, notwithstanding sections 1007 and 1010 to 1011, within
one year after that subsequent time, assess the tax, interest, penalties or other
amounts payable, or determine an amount deemed to have been paid or to
have been an overpayment under this Part, by any taxpayer for any taxation
year, but only to the extent that the assessment or determination can reasonably
be regarded

(a) as relating to any matter that was relevant in the making of the
determination made under section 1007.1 ;

(b) as resulting from the conclusion that the partnership did not exist for
the fiscal period ; or
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(c) as resulting from the conclusion that the person was, throughout the
fiscal period, not a member of the partnership.”

(2) Subsection 1 applies in respect of determinations made after 11 May
2000.

239. Section 1008 of the said Act is amended by replacing the word
“return” by the words “fiscal return”.

240. (1) Section 1010 of the said Act is amended by adding, after
subparagraph iii of paragraph a.1 of subsection 2, the following subparagraphs :

“iv. a reassessment of the taxpayer’s tax is required to be made as a
consequence of a reduction under section 359.15 of an amount purported to be
renounced by the corporation under any of the sections referred to in that
section, or

“v. a reassessment of the taxpayer’s tax is required to be made in order to
give effect to the application of sections 752.0.10.10.1 and 752.0.10.18 ;”.

(2) Subsection 1, where it enacts subparagraph iv of paragraph a.1 of
subsection 2 of section 1010 of the said Act, applies from the taxation year
1996 and, where it enacts subparagraph v of that paragraph a.1, has effect
from 1 August 1997.

241. Section 1011 of the said Act is amended, in paragraph b, by replacing
the word “return” by the words “fiscal return”.

242. (1) Section 1012.1 of the said Act is amended by inserting, after
paragraph d.1, the following paragraph :

“(d.1.1) section 965.0.3 because of the application of section 965.0.4.1 as a
consequence of the taxpayer’s death in the subsequent taxation year ;”.

(2) Subsection 1 applies in respect of taxpayers who die after 31 December
1992.

243. (1) Section 1015 of the said Act, amended by section 20 of chapter
65 of the statutes of 1999, is again amended, in the second paragraph,

(1) by replacing subparagraph e by the following :

“(e) an amount described in paragraph c of section 311 ;” ;

(2) by inserting, after subparagraph e, the following subparagraphs :

“(e.1) an amount described in any of paragraphs e.2 to e.4 of section 311 ;

“(e.2) a benefit under a supplementary unemployment benefit plan ;” ;
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(3) by adding, after subparagraph q, the following subparagraph :

“( r) a payment under a plan that is a registered education savings plan or
that is such a plan solely for the purposes of sections 904 and 904.1.”

(2) Paragraph 1 of subsection 1 and paragraph 2 of that subsection, where
it enacts subparagraph e.2 of the second paragraph of section 1015 of the said
Act, have effect from 30 June 1996.

(3) Paragraph 2 of subsection 1, where it enacts subparagraph e.1 of the
second paragraph of section 1015 of the said Act, applies in respect of
payments made after 31 December 1992. However, where that subparagraphe.1
applies in respect of payments made before 1 July 1996, it shall be read as
follows :

“(e.1) an amount described in paragraph e.2 of section 311 ;”.

(4) Paragraph 3 of subsection 1 applies in respect of payments made after
31 December 1997.

244. Section 1016 of the said Act is amended, in the French text, by
replacing the word “rétention” by the word “retenue”.

245. (1) Section 1026.0.2 of the said Act is amended by replacing
paragrapha of the definition of “net tax owing” by the following :

“(a) the tax payable by the individual for the year under this Part and Part
III.15, determined without reference to the specified tax consequences for the
year ; exceeds”.

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

246. (1) Section 1029.6.1 of the said Act is amended by replacing paragraph b
of the definition of “tax-exempt corporation” by the following :

“(b) a corporation that would be exempt from tax under section 985 but for
section 192 ;”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

247. (1) Section 1029.8.1 of the said Act is amended by replacing
subparagraph ii of paragraph k by the following :

“ii. a corporation that would be exempt from tax under section 985 but for
section 192, or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.
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248. (1) Section 1029.8.9 of the said Act is amended by replacing, in
subparagraph a of the third paragraph, “fifth” by “fourth”.

(2) Subsection 1 applies in respect of applications for an advance ruling
filed after 25 March 1997.

249. (1) The said Act is amended by inserting, after section 1029.8.21,
the following section :

“1029.8.21.0.1. In determining, for the purposes of Divisions II to
II.4, whether work undertaken by or on behalf of a partnership constitutes
scientific research and experimental development, the references in subsection 3
of section 222 to “taxpayer” shall be read as references to “partnership”.”

(2) Subsection 1 applies in respect of work undertaken after 27 February 1995.

250. (1) Section 1029.8.21.3 of the said Act is amended

(1) by replacing, in the first paragraph, “Subject to the second paragraph, a
taxpayer” by “A taxpayer” ;

(2) by striking out the second paragraph.

(2) Subsection 1 applies from the taxation year 1997.

251. (1) The said Act is amended by inserting, after section 1029.8.21.3,
the following section :

“1029.8.21.3.1. A taxpayer may not be deemed to have paid an
amount to the Minister on account of the taxpayer’s tax payable for a particular
taxation year under any of sections 1029.7, 1029.8, 1029.8.6, 1029.8.7,
1029.8.9.0.3, 1029.8.9.0.4, 1029.8.10 and 1029.8.11 in respect of an
expenditure that is wages or part of a consideration, a qualified expenditure or
an eligible fee, as the case may be, if that expenditure is deemed not to be an
expenditure on or in respect of scientific research and experimental development
because of the application of section 230.0.0.5.”

(2) Subsection 1 applies from the taxation year 1997.

252. (1) Section 1029.8.21.4 of the said Act, amended by section 174 of
chapter 83 of the statutes of 1999, is again amended by replacing subparagraph
ii of paragraph b of the definition of “eligible taxpayer” in the first paragraph
by the following :

“ii. a corporation that would be exempt from tax for the year under section 985
but for section 192 ;”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.
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253. (1) Section 1029.8.22 of the said Act, amended by section 179 of
chapter 83 of the statutes of 1999, is again amended by replacing paragraph b
of the definition of “qualified corporation” in the first paragraph by the
following :

“(b) a corporation that would be exempt from tax for the year under section 985
but for section 192,”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

254. (1) Section 1029.8.33.2 of the said Act, amended by section 180 of
chapter 83 of the statutes of 1999, is again amended by replacing paragraph b
of the definition of “qualified corporation” in the first paragraph by the
following :

“(b) a corporation that would be exempt from tax for the year under section 985
but for section 192,”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

255. (1) Section 1029.8.34 of the said Act, amended by section 189 of
chapter 83 of the statutes of 1999, is again amended by replacing paragraph c
of the definition of “qualified corporation” in the first paragraph by the
following :

“(c) a corporation that, in accordance with Book VIII, is exempt from tax
for the year under this Part or that would be but for section 192,”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

256. (1) Section 1029.8.36.0.0.1 of the said Act, enacted by section 194
of chapter 83 of the statutes of 1999, is amended by replacing paragraph c of
the definition of “qualified corporation” in the first paragraph by the following :

“(c) a corporation that would be exempt from tax for the year under
section 985 but for section 192 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

257. (1) Section 1029.8.36.0.0.4 of the said Act, enacted by section 194
of chapter 83 of the statutes of 1999, is amended by replacing paragraph c of
the definition of “excluded corporation” in the first paragraph by the following :

“(c) a corporation that would be exempt from tax for the year under section
985 but for section 192 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.
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258. (1) Section 1029.8.36.0.3.3 of the said Act, enacted by section 198
of chapter 83 of the statutes of 1999, is amended by replacing paragraph c of
the definition of “qualified corporation” in the first paragraph by the following :

“(c) a corporation that would be exempt from tax for the year under
section 985 but for section 192 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

259. (1) Section 1029.8.36.0.3.8 of the said Act, enacted by section 198
of chapter 83 of the statutes of 1999, is amended by replacing paragraph c of
the definition of “qualified corporation” in the first paragraph by the following :

“(c) a corporation that would be exempt from tax for the year under section
985 but for section 192 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

260. (1) Section 1029.8.36.0.3.18 of the said Act, enacted by section 198
of chapter 83 of the statutes of 1999, is amended by replacing paragraph b of
the definition of “qualified corporation” in the first paragraph by the following :

“(b) a corporation that would be exempt from tax for the year under section 985
but for section 192 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

261. (1) Section 1029.8.36.0.3.28 of the said Act, enacted by section 198
of chapter 83 of the statutes of 1999, is amended by replacing paragraph b of
the definition of “qualified corporation” by the following :

“(b) a corporation that would be exempt from tax for the year under section 985
but for section 192 ;”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

262. (1) Section 1029.8.36.4 of the said Act, amended by section 208 of
chapter 83 of the statutes of 1999, is again amended by replacing paragraph b
of the definition of “qualified corporation” in the first paragraph by the
following :

“(b) a corporation that would be exempt from tax for the year under section 985
but for section 192,”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

263. (1) The heading of Division II.6.4 of Chapter III.1 of Title III of
Book IX of Part I of the said Act is replaced by the following :
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“CREDIT IN RESPECT OF ENVIRONMENTAL TRUSTS”.

(2) Subsection 1 applies to taxation years that end after 18 February 1997.

264. (1) Section 1029.8.36.52 of the said Act is amended, in the second
paragraph,

(1) by replacing, in subparagraph a, the words “a mining reclamation
trust” by the words “an environmental trust” ;

(2) by replacing subparagraph b by the following :

“(b) B is the amount by which the aggregate of all amounts in respect of the
trust that are included, otherwise than because of the taxpayer being a member
of a partnership, because of section 692.1 in computing the taxpayer’s income
for the particular year exceeds the aggregate of all amounts in respect of the
trust that are deducted, otherwise than because of the taxpayer being a member
of a partnership, because of that section 692.1 in computing such income ;
and”.

(2) Paragraph 1 of subsection 1 applies to taxation years that end after
18 February 1997.

(3) Paragraph 2 of subsection 1 applies to taxation years that end after
22 February 1994.

265. (1) Section 1029.8.36.54 of the said Act, amended by section  212 of
chapter 83 of the statutes of 1999, is again amended by replacing the definition
of “qualified corporation” in the first paragraph by the following :

““qualified corporation”, in respect of a taxation year, means a corporation
that, in the year, carries on a shipbuilding business in Québec and has an
establishment in Québec, and that is neither a corporation that is exempt from
tax for the year under Book VIII nor a corporation that would be exempt from
tax under section 985 but for section 192 ;”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

266. (1) Section 1029.8.36.73 of the said Act, enacted by section 218 of
chapter 83 of the statutes of 1999, is amended by replacing paragraph b of the
definition of “qualified corporation” in the first paragraph by the following :

“(b) a corporation that would be exempt from tax for the taxation year under
section 985 but for section 192 ;”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

267. (1) Section 1029.8.36.89 of the said Act, enacted by section 218 of
chapter 83 of the statutes of 1999, is amended, in the definition of “qualified
corporation” in the first paragraph,
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(1) by replacing, in the French text, the portion before paragraph a by the
following :

“« société admissible », pour une année d’imposition, désigne une société
qui, dans l’année, exploite une entreprise au Québec et y a un établissement,
dont la totalité ou la quasi-totalité du revenu brut, pour l’année, provient de
l’exploitation d’une entreprise admissible, et qui n’est pas l’une des sociétés
suivantes :” ;

(2) by replacing paragraph b by the following :

“(b) a corporation that would be exempt from tax for the year under section 985
but for section 192 ; or”.

(2) Paragraph 1 of subsection 1 has effect from 1 January 1998.

(3) Paragraph 2 of subsection 1 applies to taxation years that begin after
31 December 1998.

268. (1) Section 1029.8.50 of the said Act is amended by replacing the
portion before subparagraph a of the first paragraph by the following :

“1029.8.50. Where an individual is required to repay all or part of an
amount that is a benefit which the individual received under the Act respecting
the Québec Pension Plan (chapter R-9) or a similar plan within the meaning of
that Act, or under the Unemployment Insurance Act (Revised Statutes of
Canada, 1985, chapter U-1) or the Employment Insurance Act (Statutes of
Canada, 1996, chapter 23) and included in computing the individual’s income
for one or more preceding taxation years, the individual is deemed, except
where the amount is repaid under Part VII of the Unemployment Insurance
Act or Part VII of the Employment Insurance Act, to have paid to the Minister
on the individual’s balance-due day for a particular taxation year in which the
individual repays such an amount, if the individual is resident in Québec on
the last day of that taxation year, on account of the individual’s tax payable for
the particular year under this Part, except where an amount is deducted by the
individual for the particular year under paragraph d of section 336 in respect
of all or part of the amount to be repaid by the individual or where the
individual is an individual to whom the rules provided for in Book V.2.1 apply
for the particular year, an amount equal to the product obtained by multiplying
by such proportion as the amount repaid by the individual in the particular
year is of the total amount to be repaid by the individual, the aggregate of all
amounts each of which is the amount by which”.

(2) Subsection 1 has effect from 30 June 1996. However, the portion of the
first paragraph of section 1029.8.50 of the said Act before subparagraph a,
enacted by subsection 1, shall,

(1) where it applies to taxation years that are before the taxation year 1998,
be read without reference to “or where the individual is an individual to whom
the rules provided for in Book V.2.1 apply for the particular year” ; and



2500 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

(2) where it applies before 12 June 1998, be read with “paragraph d of
section 336” replaced by “paragraph d of subsection 1 of section 336”.

269. (1) Section 1029.8.59 of the said Act is amended by replacing
paragraph b by the following :

“(b) where the person has a severe and prolonged mental or physical
impairment the effects of which are such that the person’s ability to perform a
basic activity of daily living is markedly restricted and the period applicable
to that person for the year in relation to the individual is the period described
in paragraph b of section 1029.8.55, the prescribed form on which a physician,
within the meaning of section 752.0.18 or, where the person has a sight
impairment, a physician or an optometrist, within the meaning of that section
752.0.18, or, where the person has a hearing impairment, a physician or an
audiologist, within the meaning of that section 752.0.18, certifies that the
person has such a severe and prolonged mental or physical impairment.”

(2) Subsection 1 applies in respect of certifications made after 18 February 1997.

270. (1) Section 1029.8.67 of the said Act is amended by replacing
paragraph b of the definition of “earned income” by the following :

“(b) the amount by which all amounts included in computing the individual’s
income or that would be so included, but for paragraphs e, w and y of section 488R1
of the Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1), under
sections 34 to 58.3, paragraphs e.2 to e.4 of section 311 and paragraph g or h
of section 312 exceeds the amount deducted in computing the individual’s
income, or that would be so deducted, but for paragraph e of that section
488R1, under section 78.6 ;”.

(2) Subsection 1 applies from the taxation year 1994. However, where
paragraph b of the definition of “earned income” in section 1029.8.67 of the
said Act, enacted by subsection 1, applies

(1) to taxation years that are before the taxation year 1996, it shall be read
as follows :

“(b) the amount by which all amounts included in computing the individual’s
income or that would be so included, but for section 36.1 and paragraphs e, k,
w and y of section 488R1 of the Regulation respecting the Taxation Act
(R.R.Q., 1981, chapter I-3, r.1), under sections 34 to 58.3, paragraph e.2 of
section 311 and paragraph e, g or h of section 312 exceeds the amount
deducted in computing the individual’s income, or that would be so deducted,
but for paragraphs e and k of that section 488R1, under section 78.6 ;” ;

(2) to the taxation year 1996, it shall be read as follows :

“(b) the amount by which all amounts included in computing the individual’s
income or that would be so included, but for section 36.1 and paragraphs e, k,
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w and y of section 488R1 of the Regulation respecting the Taxation Act
(R.R.Q., 1981, chapter I-3, r.1), under sections 34 to 58.3, paragraphs e.2 to
e.4 of section 311 and paragraph e, g or h of section 312 exceeds the amount
deducted in computing the individual’s income, or that would be so deducted,
but for paragraphs e and k of that section 488R1, under section 78.6 ;” ;

(3) to the taxation year 1997, it shall be read as follows :

“(b) the amount by which all amounts included in computing the individual’s
income or that would be so included, but for paragraphs e, w and y of section 488R1
of the Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1), under
sections 34 to 58.3, paragraphs e.2 to e.4 of section 311 and paragraph e, g or
h of section 312 exceeds the amount deducted in computing the individual’s
income, or that would be so deducted, but for paragraph e of that section
488R1, under section 78.6 ;”.

271. (1) The said Act is amended by inserting, after section 1029.8.116,
enacted by section 220 of chapter 83 of the statutes of 1999, the following :

“DIVISION II.18

“TAX CREDIT FOR MEDICAL EXPENSES

“§1. — Interpretation

“1029.8.117. In this division,

“eligible individual” for a taxation year means an individual, other than a
trust,

(a) who is resident in Canada throughout the year or, if the individual dies
in the year, throughout the portion of the year before the individual’s death ;

(b) who, before the end of the year, has attained the age of 18 years ; and

(c) whose incomes for the year from all offices and employments, computed
without reference to section 43, and businesses each of which is a business
carried on by the individual either alone or as a partner actively engaged in the
business total $2,500 or more ;

“family income” of an individual for a taxation year means the aggregate of
all amounts each of which is the income of the individual for the year,
computed with reference to the rules in Title II of Book V.2.1 and without
reference to the gain from the disposition of property to which sections 484 to
484.6 apply, and of the person who is the individual’s spouse at the end of
31 December of the year and who, at that time, is not living separate and apart
from the individual.
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For the purposes of the definition of “family income” in the first paragraph,
a person shall not be considered to be living separate and apart from an
individual at the end of 31 December of a taxation year unless the person was
living separate and apart from the individual at that time, because of a
breakdown of their marriage, for a period of at least 90 days that includes that
time.

“§2. — Credit

“1029.8.118. An eligible individual, for a taxation year, who is resident
in Québec on 31 December of that year and who files a fiscal return under
section 1000 for that year is deemed to have paid to the Minister, on the
eligible individual’s balance-due day for that year, on account of the eligible
individual’s tax payable for the year under this Part, an amount equal to the
amount determined by the formula

A – B.

In the formula provided for in the first paragraph,

(a) A is the lesser of $500 and the product obtained by multiplying by 25/23
the amount determined in accordance with section 752.0.11 for the purpose of
computing the tax payable under this Part by the eligible individual for the
taxation year ; and

(b) B is 5% of the amount by which the individual’s family income for the
year exceeds $17,500.

For the purposes of this section, an individual who was resident in Québec
immediately before the individual’s death is deemed to be resident in Québec
on 31 December of the year in which the individual died.”

(2) Subsection 1 applies from the taxation year 1997. However, where the
definition of “family income” in section 1029.8.117 of the said Act, enacted
by subsection 1, applies to the taxation year 1997, it shall be read as follows :

““family income” of an individual for a taxation year means the aggregate
of all amounts each of which is the income of the individual for the year,
computed without reference to the gain from the disposition of property to
which sections 484 to 484.6 apply, and of the person who is the individual’s
spouse at the end of 31 December of the year and who, at that time, is not
living separate and apart from the individual.”

272. (1) The said Act is amended by inserting, after section 1034, the
following section :

“1034.0.0.1. Where a particular person or partnership is deemed under
section 427.4 to have disposed of a property at any time, the person referred to
in subparagraph i or ii of paragraph a of that section is solidarily liable with
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each other taxpayer to pay a part of the other taxpayer’s liabilities under this
Part for each taxation year equal to the amount determined by the formula

A – B.

In the formula provided for in the first paragraph,

(a) A is the total of amounts payable under this Part by the other taxpayer
for the year ; and

(b) B is the amount that would, if the particular person or partnership were
not deemed under section 427.4 to have disposed of the property, be determined
under subparagraph a in respect of the other taxpayer for the year.

However, nothing under this section is deemed to limit the liability of the
other taxpayer under any other provision of this Act.”

(2) Subsection 1 applies in respect of each disposition that is deemed,
under section 427.4 of the said Act, to occur after 26 April 1995.

273. (1) Section 1035 of the said Act, amended by section 223 of chapter
83 of the statutes of 1999, is replaced by the following :

“1035. The Minister may at any time assess a transferee in respect of
any amount payable by virtue of section 1034, a person in respect of any
amount payable by virtue of section 1034.0.0.1, an individual in respect of any
amount payable by virtue of subsections 1 and 2 of section 1034.1, a person in
respect of any amount payable by that person by virtue of subsection 2.1 of
section 1034.1 or section 1034.2 or 1034.3 or an eligible spouse of an
individual in respect of any amount payable by virtue of section 1034.4, and
this Book applies, with the necessary modifications, to an assessment made
under this section as though it had been made under Title II.”

(2) Subsection 1 has effect from 27 April 1995.

274. (1) Section 1036 of the said Act, amended by section 224 of chapter 83
of the statutes of 1999, is again amended by replacing, in the portion before
paragraph a and in paragraph b, “1034,” by “1034, 1034.0.0.1,”.

(2) Subsection 1 has effect from 27 April 1995. However, where the
portion of section 1036 of the said Act before paragraph a and paragraph b of
that section, as amended by subsection 1, apply to a taxation year that is
before the taxation year 1998, they shall be read with “1034, 1034.0.0.1,
1034.1 to 1034.4 and 1034.6” replaced by “1034, 1034.0.0.1 and 1034.1 to
1034.4”.

275. (1) Section 1044 of the said Act is amended by replacing the portion
before subparagraph a of the second paragraph by the following :
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“1044. Where, for a particular taxation year, a taxpayer is entitled to
exclude from the taxpayer’s income under sections 294 to 298 an amount in
respect of the exercise of an option in a subsequent taxation year, to exclude
from the taxpayer’s income or to deduct an amount by reason of the disposition
in a subsequent taxation year of a work of art referred to in section 714.1 or
752.0.10.11.1 by a donee referred to in either of those sections, to deduct an
amount in relation to a subsequent taxation year, or because of an event in a
subsequent taxation year, and referred to in any of paragraphs b, b.1 and c to f
of section 1012.1, or to deduct an amount in relation to a preceding taxation
year and referred to in any of sections 727 to 737 where the deduction is
claimed after the expiration of the time limit provided for in section 1000
applicable to the particular taxation year, the tax payable under this Part by the
taxpayer for the taxation year is deemed, for the purpose of computing interest
payable under sections 1037 to 1040, to be equal to the tax that the taxpayer
would have been required to pay if the consequences of the deduction or
exclusion of those amounts were not taken into account.

However, the amount by which the tax payable under this Part by the
taxpayer for the particular taxation year is reduced as a consequence of the
exclusion from the income or the deduction, as the case may be, by an amount
described in the first paragraph is, for the purpose of computing interest
payable under sections 1037 to 1040, deemed to have been paid by the
taxpayer on account of the taxpayer’s tax payable under this Part for the
particular taxation year on the latest of”.

(2) Subsection 1 applies to amounts that became payable after 31 December
1995 except where it inserts, in the first paragraph of section 1044 of the said
Act, “, or because of an event in a subsequent taxation year,”, in which case
subsection 1 has effect from 1 January 1993.

276. (1) Section 1049 of the said Act is amended

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

“1049. Every person who, knowingly or under circumstances amounting
to gross negligence, has made or has participated in or acquiesced in the
making of, a false statement or omission in a return, certificate, statement or
answer, in this section referred to as a “return”, made or filed in respect of a
taxation year for the purposes of this Act, is liable to a penalty equal to the
greater of $100 and 50% of the amount by which

(a) the aggregate of

i. the tax for the year that would be payable by the person under this Act if

(1) the person’s taxable income for the year, as reported by the person in
the return, were computed by adding that portion of the amount determined in
the second paragraph that may reasonably be attributed to the false statement
or omission, and
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(2) the person’s taxable income for the year were computed by subtracting
from the deductions from the tax otherwise payable by the person for the year
such portion of any such deduction as may reasonably be attributed to the
false statement or omission, and

ii. the amount that would be deemed under Divisions I to II.6.11 of
Chapter III.1 of Title III to have been paid for the year by the person to the
Minister had that amount been determined on the basis of the information
provided in the person’s return for the year ; exceeds

(b) the aggregate of

i. the tax for the year that would have been payable by the person under this
Act had it been determined on the basis of the information provided in the
person’s return for the year, and

ii. the amount that would be deemed under Divisions I to II.6.11 of
Chapter III.1 of Title III to have been paid for the year by the person to the
Minister had that amount been determined on the basis of the information
provided in the person’s return for the year but without reference to the false
statement or omission.

The amount to which subparagraph 1 of subparagraph i of subparagraph a
of the first paragraph refers in respect of the person is the aggregate of” ;

(2) by striking out the word “et” at the end of the French text of
subparagraphb of the second paragraph ;

(3) by inserting, after subparagraph b of the fourth paragraph, the following
subparagraph :

“(b.1) any amount that may otherwise be deducted under section 965.0.3 in
computing the person’s income for the year because of the application of
section 965.0.4.1 as a consequence of the person’s death in the subsequent
taxation year, is deemed not to be deductible in computing the person’s
income for the year ;”.

(2) Paragraph 1 of subsection 1, where it replaces the portion of the first
paragraph of section 1049 of the said Act before subparagraph a, has effect
from 21 June 1996.

(3) Paragraph 1 of subsection 1, except where it replaces the portion of the
first paragraph of section 1049 of the said Act before subparagraph a, and
paragraph 2 of that subsection 1 have effect from 1 November 1997. However,
subparagraph ii of subparagraph a of the first paragraph of section 1049 of the
said Act and subparagraph ii of subparagraph b of that first paragraph, enacted
by paragraph 1 of subsection 1, shall be read with
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(1) “II.6.11” replaced by “II.6.6”, where they apply before 1 January 1998 ;

(2) “II.6.11” replaced by “II.6.8”, where they apply after 31 December
1997 but before 1 April 1998 ;

(3) “II.6.11” replaced by “II.6.10”, where they apply after 31 March 1998
but before 31 December 1998.

(4) Paragraph 3 of subsection 1 applies in respect of taxpayers who die
after 31 December 1992.

277. (1) Section 1049.0.2 of the said Act is repealed.

(2) Subsection 1 has effect from 2 December 1994.

278. (1) Section 1053 of the said Act, amended by section 233 of chapter 83
of the statutes of 1999, is again amended, in the portion before paragraph a, by
inserting, after the words “an amount relating to a subsequent taxation year”,
the words “, or because of an event in a subsequent taxation year,”.

(2) Subsection 1 has effect from 1 January 1993.

279. The French text of the heading of Book X.1 of Part I of the said Act is
replaced by the following :

“NUMÉRO D’IDENTIFICATION D’UN ABRI FISCAL”.

280. (1) Section 1079.1 of the said Act is amended

(1) by replacing, in the portion of the first paragraph before the definition
of “promoter”, the words “For the purposes of” by the word “In” ;

(2) by replacing the definition of “tax shelter” in the first paragraph by the
following :

““tax shelter” means any property, including any right to income, other
than a flow-through share or a prescribed property, in respect of which it may
reasonably be considered, having regard to statements or representations
made or proposed to be made in connection with the property, that, if a person
were to acquire an interest in the property, at the end of a particular taxation
year that ends within four years after the day on which the interest is acquired,
the amount referred to in the second paragraph would equal or exceed the
amount by which the cost to the person of the interest in the property at the end
of the particular year would exceed the aggregate of all amounts each of
which is the amount of any prescribed benefit that is expected to be received
or enjoyed, directly or indirectly, in respect of the interest in the property by
the person or another person with whom the person does not deal at arm’s
length ;” ;
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(3) by inserting the following definition in the first paragraph in alphabetical
order :

““person” includes a partnership ;” ;

(4) by replacing paragraphs a and b of the definition of “promoter” in the
first paragraph by the following :

“(a) issues or sells, or promotes the issuance, sale or acquisition of, the tax
shelter ;

“(b) acts as a mandatary or adviser in respect of the issuance or sale, or the
promotion of the issuance, sale or acquisition, of the tax shelter ; or” ;

(5) by adding, after paragraph b of the definition of “promoter” in the first
paragraph, the following paragraph :

“(c) accepts consideration in respect of the tax shelter ;” ;

(6) by inserting, after the first paragraph, the following paragraph :

“The amount to which the definition of “tax shelter” in the first paragraph
refers is, for the particular taxation year referred to in that definition, the
aggregate of all amounts each of which is

(a) an amount, or a loss in the case of a partnership interest, represented to
be deductible in computing income in respect of the interest in the property,
including, where the property is a right to income, an amount or loss in respect
of that right that is represented to be deductible, and expected to be incurred
by or allocated to the person for the particular year or any preceding taxation
year ; or

(b) any other amount represented to be deductible in computing income or
taxable income in respect of the interest in the property and expected to be
incurred by or allocated to the person for the particular year or any preceding
taxation year, other than any amount included in computing a loss described
in subparagraph a.” ;

(7) by replacing, in the second paragraph, the words “For the purposes of”
by the word “In”.

(2) Paragraphs 2, 3 and 6 of subsection 1 have effect from 1 December 1994.

(3) Paragraphs 4 and 5 of subsection 1 have effect from 2 December 1994.

281. (1) Sections 1079.4 to 1079.6 of the said Act are replaced by the
following :



2508 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 Part 2

“1079.4. No person shall issue or sell, or accept consideration in
respect of, a tax shelter before the Minister has issued an identification
number for the tax shelter.

“1079.5. Every promoter in respect of a tax shelter shall

(a) make reasonable efforts to ensure that all persons who acquire or
otherwise invest in the tax shelter are provided with the identification number
issued by the Minister for the tax shelter ;

(b) prominently display on the upper right-hand corner of any statement of
earnings prepared by or on behalf of the promoter in respect of the tax shelter
the identification number issued for the tax shelter ; and

(c) on every written statement made after 31 December 1995 by the promoter
that refers either directly or indirectly and either expressly or implicitly to the
issuance by the Minister of an identification number for the tax shelter, as well
as on the copies of the portion of the information return to be forwarded
pursuant to section 1079.7.3, prominently display

i. the following French text :

“Le numéro d’identification attribué à cet abri fiscal doit figurer dans toute
déclaration d’impôt sur le revenu produite par l’investisseur. L’attribution de
ce numéro n’est qu’une formalité administrative et ne confirme aucunement le
droit de l’investisseur aux avantages fiscaux découlant de cet abri fiscal.”, or

ii. the following French and English texts :

“Le numéro d’identification attribué à cet abri fiscal doit figurer dans toute
déclaration d’impôt sur le revenu produite par l’investisseur. L’attribution de
ce numéro n’est qu’une formalité administrative et ne confirme aucunement le
droit de l’investisseur aux avantages fiscaux découlant de cet abri fiscal.

The identification number issued for this tax shelter shall be included in any
income tax return filed by the investor. Issuance of the identification number
is for administrative purposes only and does not in any way confirm the
entitlement of an investor to claim any tax benefits associated with the tax
shelter.”

“1079.6. No amount may be deducted or claimed by a person in
respect of a tax shelter unless the person files with the Minister the prescribed
form containing prescribed information and, where the person was an individual
resident in Québec at the time the person acquired or otherwise invested in the
tax shelter, the identification number for the tax shelter, and, in other cases,
either that identification number or the identification number issued under
subsection 3 of section 237.1 of the Income Tax Act (Revised Statutes of
Canada, 1985, chapter 1, 5th Supplement) by the Minister of Revenue of
Canada for the tax shelter.”
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(2) Subsection 1 has effect from 2 December 1994. However, where
sections 1079.4 to 1079.6 of the said Act, enacted by subsection 1, apply
before 11 May 2000, they shall be read with the word “identification”,
wherever it appears in the French text, replaced by the word “inscription”.

282. (1) The said Act is amended by inserting, after section 1079.6, the
following section :

“1079.6.1. No amount may be deducted, claimed or deemed to have
been paid by any person for any taxation year in respect of a tax shelter of the
person where any person is liable to a penalty under section 1049.0.2, as it
applied before its repeal, or 1079.7.4 in respect of the tax shelter or interest on
the penalty and the penalty or interest has not been paid.”

(2) Subsection 1 has effect from 2 December 1994.

283. (1) Section 1079.7 of the said Act is replaced by the following :

“1079.7. Every promoter in respect of a tax shelter who accepts
consideration in respect of the tax shelter from an individual resident in
Québec at the time of the acceptance or who acts as a mandator or mandatary
in respect of such an acceptance in a calendar year shall, in prescribed form
and manner, file an information return for the year, unless such a return in
respect of the tax shelter has already been filed in accordance with this
section, containing

(a) the name, address and Social Insurance Number of each individual who
so acquired or otherwise invested in the tax shelter in the year and who was
resident in Québec at the time of the acquisition or investment ;

(b) the amount paid in respect of the tax shelter by each individual referred
to in paragraph a ; and

(c) such other information as is required by the prescribed form.”

(2) Subsection 1 has effect from 2 December 1994.

284. (1) The said Act is amended by inserting, after section 1079.7, the
following sections :

“1079.7.1. An information return required under section 1079.7 to be
filed in respect of the acquisition of a tax shelter in a calendar year or an
investment in a tax shelter in the year shall be filed with the Minister on or
before the last day of February of the following calendar year.

“1079.7.2. Notwithstanding section 1079.7.1, where a person is
required under section 1079.7 to file an information return in respect of a
business or activity and the person discontinues that business or activity, the
return shall be filed on or before the earlier of
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(a) the day referred to in section 1079.7.1 ; and

(b) the day that is 30 days after the day on which the person discontinues
the business or activity, as the case may be.

“1079.7.3. Every person required to file an information return under
section 1079.7 shall, on or before the day on or before which the return is
required to be filed with the Minister, forward to each person to whom the
return relates two copies of the portion of the return relating to that person.

“1079.7.4. Every person who files false or misleading information
with the Minister in an application under section 1079.2 or issues, sells or
accepts consideration in respect of a tax shelter before the Minister has issued
an identification number for the tax shelter is liable to a penalty equal to the
proportion determined under the second paragraph of the greater of

(a) $500 ; and

(b) 25% of the aggregate of all amounts each of which is the consideration
received or receivable from a person in respect of the tax shelter before the
correct information is filed with the Minister or the identification number is
issued, as the case may be.

The proportion to which the first paragraph refers is the proportion that the
amount of the aggregate of all amounts each of which is a consideration
received or receivable from an individual who, before the time referred to in
subparagraph b of the first paragraph, acquired or otherwise invested in the
tax shelter referred to in that subparagraph b and who was resident in Québec
at the time of the acquisition or investment is of the aggregate of all amounts
each of which is a consideration received or receivable from a person who,
before the time referred to in that subparagraph b, acquired or otherwise
invested in the tax shelter.

“1079.7.5. Where a partnership is liable to a penalty under section
1079.7.4, the following provisions apply, with the necessary modifications,
with respect to the penalty as if the partnership were a corporation :

(a) sections 1005 to 1014, 1034 to 1034.0.2, 1035 to 1044.0.2 and 1051 to
1055.1 ;

(b) sections 14, 14.4 to 14.6, Division II.1 of Chapter III and Chapters III.1
and III.2 of the Act respecting the Ministère du Revenu (chapter M-31).”

(2) Subsection 1 has effect from 2 December 1994. However, where
section 1079.7.4 of the said Act, enacted by subsection 1, applies before
11 May 2000, it shall be read with the word “identification” wherever it
appears in the French text replaced by the word “inscription”.
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285. (1) The heading of Part III.12 of the said Act is replaced by the
following :

“TAX ON ENVIRONMENTAL TRUSTS”.

(2) Subsection 1 applies from the taxation year 1997.

286. (1) Section 1129.51 of the said Act is amended

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

““balance-due day” has the meaning assigned by section 1 ;

““filing-due date” has the meaning assigned by section 1 ;” ;

(2) by striking out the definition of “mining reclamation trust” ;

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

““environmental trust” has the meaning assigned by section 21.40 ;”.

(2) Subsection 1 applies from the taxation year 1997.

287. (1) Section 1129.52 of the said Act is replaced by the following :

“1129.52. Every trust that, at the end of a taxation year, is an
environmental trust resident in Québec shall pay a tax for the year equal to
16.25% of its income under Part I for the year.

For the purposes of the first paragraph, the income under Part I of an
environmental trust shall be computed as if this Act were read without
reference to sections 652, 653 to 657.4, 659 to 668.3, 669.1 to 671.4, 678 to
682, 684 to 689, 690.0.1 and 691 to 692.”

(2) Subsection 1 applies from the taxation year 1997.

288. (1) Section 1129.53 of the said Act is amended

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

“1129.53. Every trust that, at the end of a taxation year, is an
environmental trust resident in Québec shall

(a) file with the Minister, on or before its filing-due date for the year, a
return under this Part for the year in prescribed form, without notice or
demand therefor ;” ;

(2) by replacing paragraph c by the following :
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“(c) pay to the Minister the amount of its tax payable under this Part for the
year on or before its balance-due day for the year.”

(2) Subsection 1 applies from the taxation year 1997.

289. (1) Section 1129.55 of the said Act is amended by replacing the
definition of “scientific research and experimental development” by the
following :

““scientific research and experimental development” has the meaning
assigned by subsections 2 to 4 of section 222.”

(2) Subsection 1 applies in respect of university research contracts entered
into after 9 May 1996.

290. (1) The said Act is amended by inserting, after section 1129.62, the
following :

“PART III.15

“SPECIAL TAX IN RESPECT OF REGISTERED EDUCATION
SAVINGS PLANS

“1129.63. In this Part,

“accumulated income payment” has the meaning assigned by section 890.15 ;

“filing-due date” has the meaning assigned by section 1 ;

“individual” has the meaning assigned by section 1 ;

“Minister” means the Minister of Revenue ;

“person” has the meaning assigned by section 1 ;

“registered education savings plan” means a plan that is a registered education
savings plan for the purposes of Part I ;

“subscriber” has the meaning that would be assigned by sections 890.15
and 890.17, if the definition of that expression in section 890.15 were read
without reference to subparagraph iii of paragraph b thereof ;

“taxation year” has the meaning assigned by Part I.

“1129.64. Every person shall pay a tax under this Part, for a taxation
year, equal to the amount determined by the formula

0.08(A + B – C).
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In the formula provided for in the first paragraph,

(a) A is the aggregate of all amounts each of which is an accumulated
income payment made at any time that is required to be included in computing
the person’s income under Part I for the year and that is

i. under a registered education savings plan under which the person is a
subscriber at that time, or

ii. under a registered education savings plan under which there is no
subscriber at that time, where the person has been a spouse of an individual
who was a subscriber under the plan ;

(b) B is the aggregate of all amounts each of which is an accumulated
income payment that is required to be included in computing the person’s
income under Part I for the year but is not included in the value of A in respect
of the person for the year ; and

(c) C is the lesser of

i. the lesser of the value determined under subparagrapha in respect of the
person for the year and the aggregate of all amounts each of which is an
amount deducted by the person under paragraph b of section 339, where that
paragraph refers to sections 922 and 923, in computing the person’s income
under Part I for the year, and

ii. the amount by which $40,000 exceeds the aggregate of all amounts each
of which is an amount determined under subparagraph i in respect of the
person for a preceding taxation year.

“1129.65. Every person who is liable to pay tax under this Part for a
taxation year shall, on or before the person’s filing-due date for the year,

(a) file with the Minister a return for the year under this Part in prescribed
form and containing prescribed information, without notice or demand therefor ;

(b) estimate in the return the amount of tax payable under this Part by the
person for the year ; and

(c) pay to the Minister the amount of tax payable under this Part by the
person for the year.

“1129.66. Except where inconsistent with this Part, sections 1001 to
1014, 1025 to 1026.2 and 1031 to 1079.16 apply to this Part, with the
necessary modifications.”

(2) Subsection 1 applies from the taxation year 1998.
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291. (1) Section 1143 of the said Act, amended by section 268 of chapter 83
of the statutes of 1999, is again amended by replacing subparagraph a of the
first paragraph by the following :

“(a) a corporation, other than a prescribed corporation, that is exempt from
tax under sections 980 to 996 or 998 and 998.1 ; or”.

(2) Subsection 1 applies to taxation years that begin after 31 December 1998.

292. (1) Section 1159.1 of the said Act is amended by inserting the
following definition in alphabetical order :

““legal representative” has the meaning assigned by section 1 ;”.

(2) Subsection 1 has effect from 18 June 1998.

293. (1) The said Act, amended by chapters 36, 65, 83 and 86 of the
statutes of 1999, is again amended

(1) by replacing the words “an heir” or “heir” by the words “a legatee by
particular title” or “legatee by particular title”, as the case may be, wherever
they appear in the following provisions :

— section 47.2 ;

— section 47.4 ;

— paragraph a of section 47.5 ;

— subparagraph a of the second paragraph of section 317 ;

(2) by replacing “217.16” by “217.17” in the following provisions :

— subsection 1 of section 86 ;

— subparagraph b of the first paragraph of section 175.5 ;

— section 608 ;

(3) by replacing the words “Minister of National Revenue” by the words
“Minister of Revenue of Canada” wherever they appear in the following
provisions :

— subparagraph f of the first paragraph of section 93.7 ;

— the second paragraph of section 230.0.0.3.5 ;

— section 395.1 ;
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— subparagraph a of the second paragraph of section 442 ;

— subparagraph a of the sixth paragraph of section 444 ;

— subparagraph a of the sixth paragraph of section 450 ;

— subparagraph a of the first paragraph of section 455.0.1 ;

— the first paragraph of section 520.1 ;

— the second paragraph of section 771.1.4.1 ;

— the second paragraph of section 785.4 ;

— the fourth paragraph of section 832.3 ;

— the second paragraph of section 832.9 ;

— section 854 ;

— the definition of “deferred profit sharing plan” in section 870 ;

— section 890.0.3 ;

— paragraph e of section 965.0.12 ;

— section 965.0.16 ;

(4) by replacing the words “Minister of National Revenue” by the words
“Minister of Revenue of Canada” in the English text of the following
provisions :

— the second paragraph of section 165.4.1 ;

— the first paragraph of section 659.1 ;

— subparagraph a of the second paragraph of section 659.1 ;

(5) by replacing the words “a mining reclamation trust” and “MINING
RECLAMATION TRUSTS” respectively by the words “an environmental
trust” and “ENVIRONMENTAL TRUSTS” in the following provisions :

— subparagraph f of the first paragraph of section 232 ;

— the heading of Chapter IX of Title XII of Book III of Part I ;

— the portion of section 692.2 before paragraph a ;

— the portion of section 692.3 before paragraph a ;
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— paragraph c of section 692.3 ;

— section 692.4 ;

— the heading of Title III.2 of Book V of Part I ;

(6) by replacing “217.9” by “217.9.1” in the following provisions :

— paragraph b of section 257.3 ;

— paragraph d of section 600 ;

(7) by replacing “section 485.13 or 485.17” by “section 485.13” in the
following provisions :

— subparagraph ii of subparagraph b of the third paragraph of section 418.16;

— subparagraph iii of subparagraph b of the third paragraph of section 418.17 ;

— subparagraph ii of subparagraph b of the third paragraph of section 418.18;

— subparagraph ii of subparagraph b of the third paragraph of section 418.19;

— subparagraph c of the second paragraph of section 418.20 ;

— subparagraph ii of subparagraph b of the third paragraph of section 418.21;

(8) by striking out “, within the meaning of section 359.1,” in the following
provisions :

— subparagraph b of the first paragraph of section 726.4.17.11 ;

— the portion of the first paragraph of section 726.4.17.13 before the
formula ;

(9) by replacing the word “responsables” by the word “représentants”
wherever it appears in the French text of the following provisions :

— subparagraph a of the first paragraph of section 985.1.1 ;

— subparagraph c of the first paragraph of section 985.1.2 ;

(10) by replacing the words “numéro d’inscription” by the words “numéro
d’identification” wherever they appear in the French text of the following
provisions :

— section 1079.2 ;

— section 1079.3 ;



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2517

— section 1079.8.

(2) Paragraph 1 of subsection 1 has effect from 18 June 1998.

(3) Paragraphs 2 and 6 of subsection 1 have effect from 1 January 1996.

(4) Paragraph 5 of subsection 1 applies to taxation years that end after
18 February 1997.

(5) Paragraph 7 of subsection 1 applies to taxation years that end after
21 February 1994.

(6) Paragraph 8 of subsection 1 has effect from 1 December 1994.

ACT RESPECTING THE MINISTÈRE DU REVENU

294. Section 42 of the Act respecting the Ministère du Revenu (R.S.Q.,
chapter M-31) is replaced by the following :

“42. Every book, register or other document which has been the subject
of an examination or of which a public servant has taken possession or which
has been filed with the Minister may be copied, photographed or printed out,
and any copy, photostat or print-out of such book, register or document,
certified by the Minister or any person authorized by the Minister to do so, as
being a copy, photostat or print-out of the original, shall be allowed as
evidence.”

295. Section 62 of the said Act, amended by section 36 of chapter 65 of the
statutes of 1999, is again amended, in the first paragraph,

(1) by replacing, in the English text, the portion before subparagraph a and
subparagraph a by the following :

“62. A person is guilty of an offence and, in addition to any penalty
otherwise provided, is liable to a fine of not less than $1,000 and not more
than $25,000 or, notwithstanding article 231 of the Code of Penal Procedure
(chapter C-25.1), to both the fine herein described and imprisonment for a
term not exceeding two years, if the person

(a) makes, or participates in, assents to or acquiesces in the making of,
false or deceptive statements in a return, report, certificate, statement, answer,
application for a refund or other document filed or made as required under a
fiscal law or a regulation made under such a law ;” ;

(2) by striking out subparagraph e;

(3) by replacing subparagraph f by the following :
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“( f) in any manner, knowing that the person or another person is not
entitled thereto, obtains or attempts to obtain a refund or credit under a fiscal
law ; or” ;

(4) by striking out the portion after subparagraph f ;

(5) by adding, after subparagraph f, the following subparagraph :

“(g) conspires with any person to commit an offence described in
subparagraph a, d or f.”

296. Section 63 of the said Act, amended by section 38 of chapter 65 of the
statutes of 1999, is again amended by inserting, in the third paragraph, after
the word “refund”, the words “or credit”.

297. Section 82 of the said Act is amended by replacing, after the word
“affidavit”, the words “is a document or true copy of a document” by the
words “is a document or true copy of a document, or a print-out”.

298. (1) The said Act is amended by inserting, after section 93.1.1, the
following section :

“93.1.1.1. Notwithstanding section 93.1.1, where the Minister makes
a determination under section 1007.1 of the Taxation Act (chapter I-3) in
respect of a fiscal period of a partnership, an objection in respect of the
determination may be made only by one member of the partnership, and that
member must be either

(a) designated for that purpose in the information return filed under
section 1086R23.1 of the Regulation respecting the Taxation Act (R.R.Q.,
1981, chapter I-3, r.1) for the fiscal period ; or

(b) otherwise expressly authorized by the partnership to so act.”

(2) Subsection 1 applies in respect of determinations made after 11 May
2000.

299. (1) Section 93.1.8 of the said Act is amended

(1) by inserting, after the first paragraph, the following paragraph :

“Notwithstanding section 93.1.1, no person may notify a notice of objection
to a reassessment or determination under section 1007.5 of the Taxation Act,
except where the reasons for the objection relate to any matter or conclusion
specified in any of paragraphs a to c of that section.” ;

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



Part 2 GAZETTE OFFICIELLE DU QUÉBEC, June 7, 2000, Vol. 132, No. 23 2519

“However, the first and second paragraphs do not apply where, at the time
the notice of reassessment or determination is issued, an objection or appeal
was made to an earlier assessment or determination or where the person’s time
for notifying a notice of objection or for filing an appeal in respect of an
earlier assessment or determination had not expired.”

(2) Subsection 1 applies in respect of determinations made after 11 May
2000.

300. (1) Section 93.1.12 of the said Act is amended

(1) by inserting, after the first paragraph, the following paragraph :

“Notwithstanding section 93.1.10, no person may appeal from a reassessment
or determination under section 1007.5 of the Taxation Act, except where the
reasons for the appeal relate to any matter or conclusion specified in any of
paragraphs a to c of that section.” ;

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

“However, the first and second paragraphs do not apply where the third
paragraph of section 93.1.8 is applicable.”

(2) Subsection 1 applies in respect of determinations made after 11 May
2000.

301. (1) Section 93.1.15 of the said Act is amended, in the first paragraph,

(1) by replacing subparagraph c by the following :

“(c) refusing registration of a home ownership savings plan or revoking
the registration of any such plan ;” ;

(2) by adding, after subparagraph c, the following subparagraphs :

“(d) refusing registration, for the purposes of Part I of that Act, of an
education savings plan ; or

“(e) sending notice under section 898.1 of that Act to the promoter of an
education savings plan that the Minister proposes to revoke the registration of
the plan.”

(2) Subsection 1 has effect from 1 January 1998.

302. (1) The said Act, amended by chapters 53, 65, 77 and 83 of the
statutes of 1999, is again amended by replacing, in sections 59.3 and 59.5, the
words “made or filed under a fiscal law” by the words “made or filed for the
purposes of a fiscal law”.
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(2) Subsection 1 has effect from 20 June 1996.

ACT TO AMEND THE TAXATION ACT, THE ACT RESPECTING
THE QUÉBEC SALES TAX AND OTHER LEGISLATIVE PROVISIONS

303. (1) Section 39 of the Act to amend the Taxation Act, the Act respecting
the Québec sales tax and other legislative provisions (1995, chapter 1) is
amended by replacing subparagraph ii of paragraph d of section 351 of the
Taxation Act (R.S.Q., chapter I-3), enacted by paragraph a of subsection 2 of
that section 39, by the following :

“ii. the amount by which all amounts included in computing his income or
that would be included, but for paragraphs e, k, w and y of section 488R1 of
the Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3, r.1),
under sections 34 to 58.3, paragraph e.2 of section 311 and paragraph e, g or h
of section 312, exceed the amount deducted in computing his income or that
would be deducted, but for paragraphs e and k of the said section 488R1,
under section 78.6 ;”.

(2) Subsection 1 has effect from 30 January 1995.

ACT TO AMEND THE TAXATION ACT AND OTHER LEGISLATIVE
PROVISIONS OF A FISCAL NATURE

304. (1) Section 32 of the Act to amend the Taxation Act and other
legislative provisions of a fiscal nature (1997, chapter 31) is amended by
replacing subsection 2 by the following :

“(2) Subsection 1 has effect from 22 February 1994 in respect of
expenditures made at any time. However, where section 230.0.0.4 of the said
Act, enacted by subsection 1, applies to taxation years that begin before
1 January 1996, it shall be read with “in section 230.0.0.4.1” replaced by “in
subsection 1 of section 222”.”

(2) Subsection 1 has effect from 12 June 1997.

ACT TO AGAIN AMEND THE TAXATION ACT, THE ACT
RESPECTING THE QUÉBEC SALES TAX AND OTHER LEGISLATIVE
PROVISIONS

305. (1) Section 59 of the Act to again amend the Taxation Act, the Act
respecting the Québec sales tax and other legislative provisions (1997, chapter
85) is amended by replacing subsection 2 by the following :

“(2) Subsection 1 applies from the taxation year 1997. In addition, where
subparagraph a of the second paragraph of section 309.1 of the said Act,
repealed by subsection 1, applies to the taxation year 1996, it shall be read as
follows :
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“(a) a benefit under the Labour Adjustment Benefits Act (Revised Statutes
of Canada, 1985, chapter L-1), the Unemployment Insurance Act (Revised
Statutes of Canada, 1985, chapter U-1) or the Employment Insurance Act
(Statutes of Canada, 1996, chapter 23) or under the Act respecting the Québec
Pension Plan (chapter R-9) or a similar plan within the meaning of the said
Act ;”.”

(2) Subsection 1 has effect from 19 December 1997.

306. (1) Section 66 of the said Act is amended by replacing subsection 2
by the following :

“(2) Subsection 1 applies from the taxation year 1997. In addition, where
the second paragraph of section 338 of the said Act, repealed by subsection 1,
applies to the taxation years 1994 to 1996, it shall be read as follows :

“In order that fees paid to an educational institution referred to in paragraph
a of section 337, which are fees in respect of which the individual is or was
entitled to receive a reimbursement or any form of assistance under a program
of Her Majesty in right of Canada or a province designed to facilitate the entry
or re-entry of workers into the labour force or fees paid on the individual’s
behalf, or in respect of which the individual is or was entitled to receive a
reimbursement, under a program of Her Majesty in right of Canada designed
to assist athletes, be deductible in computing an individual’s income under
section 337, the amount of the payment, reimbursement or assistance, as the
case may be, must be included in computing the individual’s income.””

(2) Subsection 1 has effect from 19 December 1997.

307. (1) Subsection 1 of sections 31, 32, 37, 45 and 62 to 65, paragraphs
1, 2 and 4 of subsection 1 of section 68 and subsection 1 of sections 118, 119,
122, 133, 136 and 137 do not apply in respect of a disposition of property by a
person or partnership, in subsections 2 and 3 referred to as the “transferor”,
that occurred before 1 January 1996,

(1) to a person who was obliged on 26 April 1995 to acquire the property
pursuant to the terms of an agreement in writing entered into on or before that
day ; or

(2) as part of a transaction or series of transactions, the arrangements for
which, evidenced in writing, were substantially advanced before 27 April 1995,
other than a transaction or series of transactions a main purpose of which may
be reasonably be considered to have been to enable an unrelated person to
obtain, for the purposes of Part I of the Taxation Act (R.S.Q., chapter I-3), the
benefit of any deduction in computing the unrelated person’s income, taxable
income, taxable income earned in Canada or tax payable under that Part I or
any balance of undeducted outlays, expenses or other amounts.
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(2) Notwithstanding subsection 1, the provisions of this Act referred to in
that subsection apply in respect of a disposition in respect of which the
transferor has filed with the Minister of Revenue on or before 31 August 2000
an election in writing to have those provisions apply.

(3) For the purposes of subsection 1,

(1) a person shall be considered not to be obliged to acquire property
where the person may be excused from the obligation if there is a change to
the Taxation Act or if there is an adverse assessment under that Act ;

(2) an “unrelated person” means any person who was not, or a partnership
any member of which was not, related, otherwise than because of paragraph b
of section 20 of the Taxation Act, to the transferor at the time of the disposition ;
and

(3) a person is deemed to be related to a partnership of which that person is
a majority interest partner.

308. This Act comes into force on 11 May 2000.


