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CHAPTER 5

An Act to amend the Taxation Act and other legislation and to
make certain provisions respecting retail sales tax

[Assented to 6 April 1989]
THE PARLIAMENT OF QUEBEC ENACTS AS FOLLOWS:

TITLE I
LEGISLATIVE AMENDMENTS
CHAPTER I
ACT RESPECTING CERTAIN CAISSES D’ENTRAIDE ECONOMIQUE

¢ C-3.1, 1. (1) Section 130 of the Act respecting certain caisses

E'egfgfed d’entraide économique (R.S.Q., chapter C-3.1) is repealed.

(2) This section applies from the taxation year 1988.
CHAPTER I1
LAND TRANSFER DUTIES ACT

c. D17, 2. (1) Section 17 of the Land Transfer Duties Act (R.S.Q.,
s1%.am chapter D-17) is amended by replacing paragraph h by the following
paragraph:
“(h) the particulars required by sections 32, 40 to 44.1 and 47, if
such is the case;”.
(2) This section has effect from 21 December 1983.
e D17, 3. (1) Section 44 of the said Act is amended
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(1) by striking out, at the end of paragraph f, the word “or”;

(2) by replacing the period at the end of paragraph g by the
following: “; or”;

(3) by adding, after paragraph g, the following paragraph:

“(h) the deed is in relation to the transfer of land by a transferor
that is a public agency to a transferee who receives the land in
exchange for other land of equal market value which is intended
mainly for purposes of public utility.”

(2) This section applies in respect of a transfer of land made after
31 December 1986.

4. (1) The said Act is amended by inserting, after section 44, the
following section:

“44.0.1 For the purposes of paragraph % of section 44, where
the market value of the land transferred to the transferee is greater
than that of the land acquired by the transferor, duties shall be
payable on only such difference in value.”

(2) This section applies in respect of a transfer of land made after
31 December 1986.

5. (1) Section 44.1 of the said Act, amended by section 3 of

- chapter 67 of the statutes of 1987, is again amended by adding, after

subsection 2, the following subsection:

“3) Notwithstanding subsection 2, there shall be an exemption
from the payment of duties where the transferee uses the land for the
construction or renovation of a building for lease or sale, on the
following conditions:

i. the construction or renovation of the building shall be
completed within five years after the work begins;

ii. the cost of the building shall be at least equal to the market
value of the land on the date, in the case of construction, of the laying of
the foundation or other seating of the building or, as the case may be,
on the date the renovation work begins;

iii. the land and the building shall be sold or leased within two
years of the construction or renovation of such building; and

iv. the area and value of the land shall be reasonable, all things
considered.”
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(2) This section applies in respect of changes of use of land on
which the laying of foundations or other seating began after 31
December 1986.

CHAPTER III

ACT TO ESTABLISH THE FONDS DE SOLIDARITE DES
TRAVAILLEURS DU QUEBEC (F.T.Q.)

6. (1) Section 10 of the Act to establish the Fonds de solidarité
des travailleurs du Québec (F.T.Q.) (R.S.Q., chapter F-3.2.1) is
amended,

(1) by replacing subparagraphs 1 and 2 of the first paragraph by
the following subparagraphs:

“(1) at the request of the person who purchased the share from
the Fund at least 730 days prior to the request if, after reaching 60
years of age, he has availed himself of his right to early retirement or
retirement or if he has reached 65 years of age;

“2) at the request of a shareholder who did not purchase the
share from the Fund, if the person who had acquired it from the Fund
has reached 65 years of age or, if deceased, would have reached that
age had he lived provided that, in either case, the share was issued at
least 730 days prior to the request;”;

(2) by replacing the period at the end of subparagraph 4 of the
first paragraph by a semicolon,

(8) by adding, after subparagraph 4 of the first paragraph, the
following subparagraph:

“(5) at the request of a person who purchased the share from the
Fund if he is declared, in the manner prescribed by by-law of the board
of directors, to be suffering from a severe and prolonged physical or
mental disability which prevents him from working.”

(2) Paragraph 1 of subsection 1 applies to the redemption, after 6
April 1989, of shares issued after 1 March 1988.

(3) Paragraphs 2 and 3 of subsection 1 apply to shares redeemed
after 6 April 1989.
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7. (1) Thesaid Actis amended by inserting, after section 10, the
following section:

“10.1 Forthe purposes of subparagraph 5 of the first paragraph
of section 10, a disability is severe only if by reason thereof the person
is incapable regularly of pursuing any substantially gainful
occupation.

However, in the case of a person 60 years of age or over, a
disability is severe if by reason thereof the person is incapable
regularly of carrying on the substantially gainful occupation he holds
at the time he ceases to work owing to his disability.

A disability is prolonged only if it is likely to result in death or to
be of indefinite duration.”

(2) This section applies to shares redeemed after 6 April 1989.

8. (1) Section 11 of the said Act is amended
(1) by replacing the first paragraph by the following paragraph:

“11. Subject to the second paragraph of section 123.54 of the
Companies Act (R.S.Q., chapter C-38), the Fund is bound to redeem
any class “A” share at the request of a person contemplated in
subparagraph 1, 2, 3 or 5 of the first paragraph of section 10.”;

(2) by adding, after the third paragraph, the following
paragraph:

“Likewise, in the case provided for in subparagraph 5 of the first
paragraph of section 10, the Fund is bound to redeem the share at the
price determined in the second paragraph and to pay the price thereof
within adreasonable time after the date on which the request therefor
was made.”

(2) This section applies to shares redeemed after 6 April 1989.
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CHAPTER IV
RETAIL SALES TAX ACT

REGULATION RESPECTING THE EXEMPTION PRESCRIBED
FOR IN PARAGRAPHS aa AND ab OF SECTION 15 OF
THE RETAIL SALES TAX ACT

AND

REGULATION RESPECTING THE EXEMPTION PROVIDED
FOR IN PARAGRAPHS z AND aa OF SECTION 17 OF
THE RETAIL SALES TAX ACT

9. (1) Section 10.1 of the Retail Sales Tax Act (R.S.Q., chapter
I-1), replaced by section 9 of chapter 4 of the statutes of 1988, is
amended by replacing the first paragraph by the following paragraph:

“10.1 Every person who has purchased or produced in Québec
or brought into Québec moveable property contemplated in paragraph
z of section 17 which is rolling-stock only employed out of public roads
for the purposes of carrying on mine or timber business, within the
meaning of sections 18.3 and 18.4, excluding railway material, shall, at
the time he begins to use the property for any other purpose or on a
public road, pay a tax at the rate provided in section 6 on the market
value of the property at that time.”

(2) This section has effect from 11 May 1983.

10. (1) The said Actis amended by inserting, after section 18.2,
the following sections:

“18.3 For the purposes of paragraphs z and aa of section 17 and
of this section, the following mean:

(@) “production equipment”:
i. machinery, tools, equipment and accessories;

ii. molds, dies, photographic or cinematographic films, magnetic
or video tapes and other property of the same nature;

iii. plans, drawings, models and prototypes;

iv. component or spare parts of the property contemplated in
subparagraphs i to iii and vii;
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v. material to manufacture or repair the property contemplated
in subparagraphs i to iv and vii;

vi. explosives and the material to manufacture them;

vii. rolling-stock only employed out of public roads for the
purposes of carrying on mine or timber business, except railway
material which is not only used solely in a mine or quarry for the
purposes of the exploitation of this mine or quarry, as well as
rolling-stock used as prototypes,

but does not include equipment for the air conditioning, lighting,
heating or ventilation of production premises, rolling-stock used for
purposes other than those described in subparagraph vii and any
returnable property which is used for the delivery or transportation of
merchandise;

(b) “rolling-stock”:

i. every self-propelled vehicle and includes, inter alia, an
aircraft, a locomotive, a tractor and a truck;

ii. every property normally powered otherwise than by human
muscular strength;

ili. all that which is attached to a property contemplated in
subparagraphs i and ii or intended to be so,

but does not include bridge cranes;

(c) “production”: all those activities consisting of the assembling,
processing or conditioning of property from which are derived other
property that is different from the first ones by their nature or
characteristics, the restoring of moveable property by their owner,
the taping of pictures or the recording of sound and the generating of
electricity including, whenever performed by the same person in
conjunction with the preceding activities:

i. the generation or transformation of any form of energy;

ii. the detecting, measurement, treatment, reduction or
elimination of water, soil or air pollution which is attributable to the
production of moveable property;

iii. the transport to a first point of depot of refuse or waste
derived from production;

iv. the quality control of the property being produced or the
control of the production material;

174



1989

Interpreta-
tion

“carrying
on timber
business”

“carrying
on mine
business”

Transitional
provision

Transitional
provision

Taxation Act CHAP. 5

v. the cleaning, screening, sifting, wrapping, packing or putting
into containers;

but does not include the storage of finished products or the
assembly, transformation or preparation of moveable property by a
retail business.

“18.4 For the purposes of subparagraph vii of paragraph a of
section 18.3, the following mean:

(a) “carrying on timber business”: the whole cutting works,
transformation and handling of the timber in a forest, except
transportation of timber sold for delivery to a purchaser and
operations of a saw mill or pulp and paper mill;

(b) “carrying on mine business”: the whole extraction-works and
processing deriving from a mineral resource until the first stage of
concentration or the equivalent, and includes exploitation of quarries,
sand-pits and gravel-pits but not peat-bogs.”

(2) This section, where it enacts section 18.3 of the Retail Sales
Tax Act, has effect from 12 May 1976 and, where it enacts section 18.4
of the said Act, has effect from 11 May 1983.

11. Notwithstanding section 10, that part of section 18.3 of the
Retail Sales Tax Act enacted thereby which precedes, paragraph a
shall,

(1) for the period from 12 May 1976 to 31 August 1979, so far as
the French text is concerned, be read as follows:

“18.3 Aux fins des paragraphes aa et ab de l'article 15 et du
présent article, on entend par:”;

(2) for the period from 12 May 1976 to 14 June 1980, so far as the
English text is concerned, be read as follows:

“18.3 For the purposes of paragraphs aa and ab of section 15
and of this section, the following mean:”.

12. Notwithstanding section 10, paragraph a of section 18.3 of
the Retail Sales Tax Act enacted thereby shall, for the period from 12
May 1976 to 12 April 1977, be read taking into account the following
amendments:
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(1) subparagraph i is replaced by the following subparagraph:

“i. machinery and equipment, their accessories, component or
spare parts or the material to manufacture them;”;

(2) subparagraph iv is replaced by the following subparagraph:
“iv. explosives;”;
(3) subparagraphs v, vi and vii are struck out;

(4) that part which follows subparagraph vii is replaced by the
following:

“but does not include tools, equipment for air conditioning,
lighting, heating or ventilation of the production premises,
rolling-stock and returnable containers;”.

13. Notwithstanding section 10, that part of paragraph c of
section 18.3 of the Retail Sales Tax Act enacted thereby which follows
subparagraph v shall, for the period from 12 May 1976 to 28 June 1983,
be read as follows:

“but does not include the storage of finished products.”

14. Notwithstanding section 10, paragraph a of section 18.3 of
the Retail Sales Tax Act enacted thereby shall, for the period from
13 April 1977 to 10 May 1983, be read taking into account the following
amendments:

(1) subparagraphs iv and v are replaced by the following
subparagraphs:

“iv. component or spare parts or the property contemplated in
subparagraphs i to iii;

“v. material to manufacture or repair the property contemplated
in subparagraphs i to iv;”,

(2) subparagraph vii is struck out;

(3) that part which follows subparagraph vii is replaced by the
following:

“but does not include equipment for the air conditioning, lighting,
heating or ventilation of production premises, rolling-stock and any
returnable property which is used for the delivery or transportation of
merchandise;”.
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15. Notwithstanding section 10, subparagraph vii of paragraph
a of section 18.3 of the Retail Sales Tax Act enacted thereby shall, for
the period from 11 May 1983 to 12 May 1988, be read as follows:

“vii. rolling-stock only employed out of public roads for the
purposes of carrying on mine or timber business, except railway
material which is not only used in a mine or quarry for the purposes of
the exploitation of this mine or quarry;”.

16. (1) The Regulation respecting the exemption prescribed in
paragraphs aa and ab of section 15 of the Retail Sales Tax Act, passed
by Order in Council 2397-76 of 7 July 1976, and the amendments
thereto are repealed.

(2) This section has effect from 12 May 1976.

17. (1) The Regulation respecting the exemption provided for
in paragraphs z and aa of section 17 of the Retail Sales Tax Act
(R.R.Q., 1981, chapter I-1, r. 9) and the amendments thereto are
repealed.

(2) This section has effect from 1 August 1982.

18. Sections 9 to 17 also apply to cases pending before the
courts.

19. Section 31 of the said Act is amended by replacing
subparagraph a of the first paragraph by the following subparagraph:

“(a) to define the expression “household linen” for the purposes
of the application of paragraph ad of section 17 and the word
“furniture” for the purposes of the application of paragraph ag of the
same section;”.

CHAPTER V

TAXATION ACT

20. (1) Section 1 of the Taxation Act (R.S.Q., chapter 1-3),
amended by section 4 of chapter 67 of the statutes of 1987, by section
17 of chapter 4 of the statutes of 1988 and by section 2 of chapter 18 of
the statutes of 1988, is again amended

(1) by inserting, after the definition of “specified financial
institution”, the following definition:

““specified member” of a partnership in a fiscal period or taxation
year of the partnership, as the case may be, means
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(a) any member of the partnership who is a limited partner,
within the meaning assigned by section 613.6, of the partnership at
any time in the fiscal period or taxation year;

(b) any member of the partnership, other than a member who is
actively engaged in those activities of the partnership business which
are other than the financing of the partnership business, or carrying
on a similar business to that carried on by the partnership in its
taxation year, otherwise than as a member of a partnership, on a
regular, continuous and substantial basis throughout that part of the
fiscal period or taxation year during which the business of the
partnership is ordinarily carried on and during which he is a member of
the partnership;”;

(2) by replacing the definition of “paid-up capital” by the
following definition:

““paid-up capital” has the meaning assigned by paragraph a of
section 570, except for the purposes of Titles VI.1 and VI.2 of Book
VII and Title V of Book IX, excluding sections 1045 to 1049;”;

(3) by replacing paragraph a of the definition of “small business
corporation” by the following paragraph:

“(a) usedin a qualified business carried on primarily in Canada by
the corporation or by a corporation to which it is related;”;

(4) by replacing paragraph b of the definition of “child” by the
following paragraph:

“(b) a person who is wholly dependent on the taxpayer for
support and of whom the taxpayer has, or immediately before such
person attained the age of 19 years did have, in law or in fact, the
custody and control;”;

(5) by inserting the following definition of “qualified business”
after the definition of “public corporation” and by inserting the
following definition of “specified investment business” after the
definition of “specified financial institution”:

““qualified business” in respect of any business carried on by a
taxpayer resident in Canada means any business carried on by a
taxpayer other than a specified investment business or a personal
services business;

““specified investment business” has the meaning assigned by
paragraph a of section 771.1;”;
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(6) by replacing paragraph b of the definition of “personal
services business” by the following paragraph:

“(b) the amount received or receivable by the corporation in the
year for the services provided is paid or payable by a corporation with
which it is associated during that year;”.

(2) Paragraph 1 of subsection 1 has effect from 16 December
1987.

(3) Paragraph 2 of subsection 1, where it amends section 1 of the
Taxation Act by replacing the definition of “paid-up capital” so as to
insert a reference to Title VI.1 of Book VII of the said Act, has effect
from 7 May 1986 and, where the amendment is made so as to insert a
reference to Title V of Book IX, excluding sections 1045 to 1049, of the
said Act, it has effect from 2 March 1988.

(4) Paragraphs 3 and 5 of subsection 1 apply from the taxation
year 1989.

(5) Paragraphs 4 and 6 of subsection 1 apply from the taxation
year 1988.

21. (1) The said Act is amended by inserting, after section 7.4,
the following section:

“4.5 Except as otherwise provided in this Part, where an
amount or a number is required under this Part to be determined or
calculated by or in accordance with an algebraic formula, if the amount
or number when so determined or calculated would, but for this
section, be a negative amount or number, it is deemed to be nil.”

(2) This section applies from the taxation year 1988.

22. (1) Section 8 of the said Act is amended by replacing
paragraph f by the following paragraph:

“(f) he was a dependent child described in paragraph b of section
752.0.1 and under 18 years of age or described in paragraph g of the
said section, of an individual described in paragraph b, ¢ or d.”

(2) This section applies from the taxation year 1988.

23. (1) Section 19 of the said Act is amended by replacing that
part of subsection 1 which precedes paragraph a by the following:

“19. (1) For the purposes of this Part, related persons or
persons related to each other are”.
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(2) This section applies from the taxation year 1988.

24. (1) Section 20 of the said Act is amended by replacing what
precedes paragraph a by the following:

“20. For the purposes of sections 19, 21.1 to 21.4.1 and 21.19 to
21.24,”.

(2) This section applies from the taxation year 1988.

25. (1) Section 21 of the said Act is amended by replacing what
precedes paragraph a by the following:

“21. For the purposes of this Part, except sections 752.0.1 to
752.0.7,”.

(2) This section applies from the taxation year 1988.

26. (1) Section 21.5.1 of the said Act is amended by replacing
paragraph ¢ by the following paragraph:

“(¢) acorporation that acquired the share after 11 December 1979
and is associated with a corporation referred to in paragraph a or b,
or”.

(2) This section applies from the taxation year 1988.

27. (1) Section 21.6 of the said Act is amended by replacing
paragraph d by the following paragraph:

“(d) a share issued before 22 April 1980 by a corporation
described in any of paragraphs b to f of section 250.3 or by a
corporation associated with any such corporation and listed on a
prescribed stock exchange in Canada; or”.

(2) This section applies from the taxation year 1988.

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

“CHAPTER IX
“ASSOCIATED CORPORATIONS

“21.20 For the purposes of this Part, one corporation is
associated with another in a taxation year if at any time in the year,

(a) one of the corporations controlled the other;
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(b) both of the corporations were controlled by the same person
or group of persons;

(c) each of the corporations was controlled by a person and the
person who so controlled one of the corporations was related to the
person who so controlled the other, and either of those persons owned
directly or indirectly, in respect of each corporation, not less than 10%
of the issued shares of any class of the capital stock thereof;

(d) one of the corporations was controlled by a person and that
person was related to each member of a group of persons that so
controlled the other corporation, and that person or group owned
directly or indirectly, in respect of each corporation, not less than 10%
of the issued shares of any class of the capital stock thereof; or

(e) each of the corporations was controlled by a related group and
each of the members of one of the related groups was related to all of
the members of the other related group, and either of those related
groups owned directly or indirectly, in respect of each corporation, not
less than 10% of the issued shares of any class of the capital stock
thereof.

-

“21.21 For the purposes of this Part, where two corporations
are associated, or deemed by this section to be associated, with the
same corporation at the same time, they are deemed to be associated
with each other.

“21.22 Where one corporation would, but for this section, be
associated with another corporation in a taxation year by reason of
both of the corporations being controlled by the same trustee or
testamentary executor and it is established to the satisfaction of the
Minister that the trustee or testamentary executor did not acquire
control of the corporations as a result of one or more trusts created or
successions opened by the same individual or two or more individuals
not dealing with each other at arm’s length, and that the trust or
succession under which the trustee or testamentary executor acquired
control of each of the corporations arose only upon the death of the
individual who created the trust or whose succession was opened, the
two corporations are deemed, for the purposes of this Part, not to be
associated with each other in the year.

“21.23 Where one corporation would, but for this section, be
associated with another corporation in a taxation year, by reason only
that the other corporation is a trustee under a trust pursuant to which
the corporation is controlled, the two corporations are deemed, for the
purposes of this Part, not to be associated with each other in the year
unless, at any time in the year, a settlor of the trust controlled or is a
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member of a related group that controlled the other corporation that is
the trustee under the trust.

“21.24 Where a particular corporation would, but for this
section, be associated with another corporation in a taxation year by
reason of being controlled by the other corporation or by reason of
both of the corporations being controlled by the same person at a
particular time in the year and it is established to the satisfaction of the
Minister that the two conditions set out in the second paragraph are
fulfilled, the two corporations are deemed, for the purposes of this
Part, not to be associated with each other in the year.

The conditions referred to in the first paragraph are the following:

(a) there was in effect at the particular time an enforceable
agreement or arrangement under which, upon the satisfaction of a
condition or the happening of an event that it is reasonable to expect
will be satisfied or happen, the particular corporation will cease to be
controlled by the other corporation or the person controlling the
particular corporation and become controlled by a person or group of
persons, with whom or with each of the members of which, as the case
may be, the other corporation or the person controlling the particular
corporation was at the particular time dealing at arm’s length;

(b) the primary purpose for which the particular corporation was
at the particular time so controlled was the safeguarding of rights or
interests of the other corporation or the person controlling the
particular corporation in respect of any loan granted by the other
corporation or the person controlling the particular corporation the
whole or any part of the principal amount of which was outstanding at
the particular time, or in respect of any shares of the capital stock of
the particular corporation that were owned by the other corporation
or the person controlling the particular corporation at the particular
time and that were, under the enforceable agreement or arrangement
referred to in subparagraph a, to be redeemed by the particular
corporation or purchased by the person or group of persons referred to
in subparagraph a who are to acquire control of the particular
corporation.”

(2) This section applies from the taxation year 1988.

29. (1) Section 22 of the said Act, amended by section 18 of
chapter 4 of the statutes of 1988, is again amended by replacing the
second paragraph by the following paragraph:

“The tax payable under sections 750 to 752 and 758 to 766.1 by an
individual contemplated in the first paragraph, carrying on a business
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outside Québec in Canada, is equal to the proportion of the tax which
would be established under those sections but for this paragraph that
his income earned in Québec is of his income earned in Québec and
elsewhere, as established by the regulations.”

(2) This section applies from the taxation year 1988.

30. (1) Section 23 of the said Act is amended by replacing
subparagraph b of the second paragraph by the following
subparagraph:

“(b) the amount which would be his taxable income earned in
Canada contemplated in section 1091 for any period of the year other
than that mentioned in subparagraph a, if he had not resided in
Canada at any time of the year, computed as if such period constituted
a whole taxation year. For the purposes of such computation, an
individual who ceased to be resident in Canada during the year under
the circumstances mentioned in section 1093 is deemed to have ceased
to be resident there during a previous year under the same
circumstances.”

(2) This section applies from the taxation year 1988.

31. (1) Section 24 of the said Act is replaced by the following
section:

“24. The taxable income of an individual contemplated in section
22 for a taxation year is obtained by adding to his income for the year
any addition provided for in Book IV and by subtracting from such
income any deduction permitted by that book, except if that individual
was resident in Canada for a part of that taxation year and, during
another part of the year, has not been employed or carried on a
business there. In the latter case, his taxable income shall be
computed in the manner indicated in section 23, whether he is an
individual who has begun to reside in Canada during the year or an
individual who ceased to be resident there during the year.”

(2) This section applies from the taxation year 1986.

32. (1) Section 25 of the said Act, amended by section 19 of
chapter 4 of the statutes of 1988, is again amended by replacing the
second paragraph by the following paragraph:

“The tax payable under sections 750 to 752 and 758 to 766.1 by an
individual contemplated in the first paragraph is equal to the
proportion, which cannot exceed 1, of the tax that he would pay, but
for this paragraph, under those sections on his taxable income as it
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would be determined under section 24 if he were resident in Québec,
that his income earned in Québec is of the excess of what his income
would have been if he had resided in Québec on the last day of the
taxation year over any amount he deducted under section 737.16 or
737.21 in computing such taxable income.”

(2) This section applies from the taxation year 1988.

33. (1) Section 26 of the said Act, amended by section 20 of
chapter 4 of the statutes of 1988, is again amended by replacing the
second paragraph by the following paragraph:

Computation “The tax payable under sections 750 to 752 and 752.1 to 766.1 by

of tax an individual contemplated in the first paragraph is equal to the
proportion, which cannot exceed 1, of the tax that he would pay, but
for this paragraph, under those sections on his taxable income earned
in Canada, as determined under Part II, if he were resident in
Québec, that his income earned in Québec is of his income earned in
Canada as determined under section 1090.”

c. I-3,
s. 26, am.

(2) This section applies from the taxation year 1988.

c.
8

Ls, 34. (1) Section 87 of the said Act, amended by section 19 of

2 chapter 67 of the statutes of 1987 and by section 7 of chapter 18 of the
statutes of 1988, is again amended by replacing subparagraph ii of
paragraph w by the following subparagraph:

“ii. except as provided for in section 1029.8.18, does not reduce,
for the purposes of this Act, the cost or capital cost of the property or
the amount of the expense;”.

(2) This section has effect from 1 May 1987.

c 13, 35. (1) The said Act is amended by inserting, after section 104,

ss. 104.1- . YN
1043 addeq the following division:

“DIVISION II.1

“INCLUSIONS IN
RESPECT OF CERTAIN INVESTMENTS

Depreciable “104.1 Where an amount is included under section 94 in
property  computing the income of a taxpayer for a taxation year in respect of
depreciable property of a prescribed class and an amount was allowed
as a deduction under section 156.1 in respect of that property in
computing his income from a business for a preceding taxation year, an
amount equal to the product obtained by multiplying the aggregate of
the amounts determined under section 156.2 or 156.3, as the case may
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be, in respect of the property for a preceding taxation year by the
amount determined according to the following formula, shall be
included in computing his income from a business for the year:

A C .
B D

For the purposes of the formula provided in the first paragraph,

(@) the letter A represents the amount included under section 94
in computing the income of the taxpayer for the year in respect of the
property referred to in the first paragraph;

(b) the letter B represents the total depreciation, within the
meaning of paragraph b of section 93, allowed to the taxpayer in
respect of the property referred to in the first paragraph;

(c) the letter C represents

i. where the taxpayer is an individual, the aggregate of the
income earned in Québec and elsewhere by the individual for the year;

ii. where the taxpayer is a corporation, the aggregate of the
business carried on in Québec and elsewhere by the corporation in the
year;

(d) the letter D represents

i. where the taxpayer is an individual, the income earned in
Québec by the individual for the year;

il. where the taxpayer is a corporation, the business carried onin
Québec by the corporation in the year.

“104.2 For the purposes of section 104.1,

(a) the expressions “income earned in Québec” and “income
earned in Québec and elsewhere” have the meaning assigned by the
regulations under section 22, adapted as required;

(b) the expressions “business carried on in Québec” and “business
carried on in Québec and elsewhere” have the meaning assigned by the
regulations under section 771, adapted as required.

“104.3 For the purposes of this division, where a taxpayer
acquired from a transferor, at any time, in any manner whatever,
under any of sections 99, 438, 440, 444, 450, 455, 459 and 462, a
depreciable property of a prescribed class, the property was,
immediately before its acquisition by the taxpayer, a capital property
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of the transferor and an amount had been allowed as a deduction under
section 156.1 in respect of the property in computing the income of the
transferor for a taxation year preceding the taxation year in which the
taxpayer acquired the property, the taxpayer is deemed to have
deducted under section 156.1 in respect of the property, in computing
his income from a business for the taxation years preceding the
taxation year in which he acquired the property, an amount equal to
the amount so allowed as a deduction under such section 156.1 in
respect of the property in computing the income of the transferor.”

(2) This section applies from the taxation year 1988.

36. (1) Section 119.2 of the said Act, amended by section 28 of
chapter 67 of the statutes of 1987, is again amended by replacing
paragraph b by the following paragraph:

“(b) “property used for specified purposes” means property used
primarily in the carrying on of a qualified business in Canada but does
not include property used in a business carried on by a corporation as a
member of a partnership or property that is used by a corporation
primarily for the purpose of being leased to.any person, other than an
eligible corporation, that does not use the property primarily for the
purpose of leasing it to any other person, and that would be associated
with the corporation but for paragraph b of section 20;”.

(2) This section applies from the taxation year 1988. However,
where it removes the words “within the meaning of paragraph e of
section 451” from paragraph b, which it enacts, of section 119.2 of the
Taxation Act, it applies from the taxation year 1989.

37. (1) Section 119.5 of the said Act, amended by section 30 of
chapter 67 of the statutes of 1987, is again amended

(1) by replacing what precedes paragraph a by the following:

“119.5 Notwithstanding any other provision of this Part,
except for the purposes of subparagraph i of paragraphs ¢, d and d.1 of
subsection 1 of section 771, subparagraph ii of paragraph e of that
subsection and paragraph b of section 771.8, the taxable income of a
corporation that has issued an obligation that is at any time a
development bond is deemed, for a taxation year, to be an amount
equal to the aggregate of its taxable income otherwise determined for
the year and the amount paid or payable as interest on the obligation,
depending on the method regularly followed by the corporation in
computing its income in respect of a period of the year throughout
which the obligation was a development bond and throughout which”;
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(2) by replacing that part of paragraph ¢ which precedes
subparagraph i by the following:

“(c) all or substantially all of the proceeds from the issue of a bond
that is a debt cannot reasonably be regarded as having been used by
the issuer or a corporation with which it was not dealing at arm’s
length in the financing of a qualified business carried on in Canada
immediately before the time of its issuance, if the bond was issued”.

(2) This section applies from the taxation year 1989.

e 13, 38. (1) Section 119.9 of the said Act is replaced by the following
s 1199, geetion:

replaced

Joint “119.9 Where at any particular time a corporation makes a

election  joint election in respect of an obligation it has issued and at or before
that time the corporation or a corporation associated with it made a
joint election in respect of any other obligation, the corporation, for
the purposes of this division, is deemed not to be an eligible
corporation.”

(2) This section applies from the taxation year 1988.

e 13, 39. (1) Section 119.11 of the said Act, amended by section 31 of
s 11811, chapter 67 of the statutes of 1987, is again amended by replacing the
' first paragraph by the following paragraph:

Joint, “L19.11 Where a corporation or any corporation associated
pectinest With the corporation has made a joint election in respect of a
ofa development bond, section 119.9 does not apply with respect to the
bone Pt corporation nor to any corporation associated with that corporation

that would, but for the said section 119.9, be an eligible corporation in
respect of any obligation issued at any time after 23 May 1985 in
circumstances described in any of subparagraphs i to iii of paragraph ¢
of section 119.5.”

(2) This section applies from the taxation year 1988.

e 13, 40. (1) Section 119.18 of the said Act, amended by section 34 of
s 1918, chapter 67 of the statutes of 1987, is again amended by replacing
' paragraph b by the following paragraph:

“(b) all or substantially all of the proceeds from the issue of an
obligation issued in circumstances described in any of subparagraphs i
to iil of paragraph b of section 119.15 is not used by the eligible issuer
in the financing of a qualified business, taking into account the
necessary modifications, carried on by it in Canada immediately
before the time of the issuance of the obligation.”

187



CHAP.

c. I3,
s. 119.22,
am.

c. I3,
s. 130,
am.

c. 1I-3,

s. 130.0.1,

added

Certified
Québec
film

c. 1-3,
s. 130.1,

5 Taxation Act 1989

(2) This section applies from the taxation year 1989.

41. (1) Section 119.22 of the said Act, amended by section 36 of
chapter 67 of the statutes of 1987, is again amended

(1) by replacing paragraph ii of subparagraph a of the second
paragraph by the following paragraph:

“ii. adevelopment bond issued at or before the particular time by
a corporation that is controlled by the individual, or by a related group
of which the individual is a member, or a corporation that is associated
with such a corporation or”,

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

“ii. adevelopment bond issued at or before the particular time by
a corporation that is controlled by the individual referred to in
paragraph ior by a related group of which the individual is a member,
or a corporation that is associated with such a corporation.”

(2) This section applies from the taxation year 1988.

42. (1) Section 130 of the said Act is amended by replacing
paragraph a by the following paragraph:

“(a) subject to section 130.0.1, the preécribed part or amount of
the capital cost of such property, and”.

(2) This section applies from the taxation year 1988.

43. (1) The said Act is amended by inserting, after section 130,
the following section:

“130.0.1 An individual shall not however deduct under
paragraph a of section 130, in computing his income from a business or
property for a taxation year subsequent to his taxation year 1987, the
prescribed part or amount of the capital cost of property that is a
certified Québec film within the meaning of the regulations under the
said section.”

(2) This section applies from the taxation year 1988.
44, (1) Section 130.1 of the said Act is amended
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(1) by replacing the second paragraph by the following
paragraph:

“However, subject to the third and fourth paragraphs, the
taxpayer must deduct that excess amount in computing his income for
the year and that excess amount is deemed to have been deducted
under paragraph a of section 130 in computing his income for the year
from a business or property.”;

(2) by adding, after the third paragraph, the following
paragraph:

“Where the excess amount referred to in the first paragraph
concerns a prescribed class and includes a certified Québec film within
the meaning of the regulations under section 130, a taxpayer shall not
deduct that excess amount in computing his income from a business or
property for a taxation year subsequent to his taxation year 1987.”

(2) This section applies from the taxation year 1988.

45. (1) Section 135 of the said Act, amended by section 37 of
chapter 67 of the statutes of 1987 and by section 9 of chapter 18 of the
statutes of 1988, is again amended by striking out paragraph a.

(2) This section has effect from 16 December 1987.

46. (1) The said Act is amended by inserting, after section 156,
the following:

“DIVISION VIII1

“ADDITIONAL DEDUCTION IN
RESPECT OF CERTAIN INVESTMENTS

“156.1 A taxpayer may deduct, in computing his income from a
business for a taxation year,

(a) where the taxpayer is an individual, the proportion of the
amount determined for the year in his respect under section 156.2 that
the aggregate of the income earned in Québec and elsewhere by the
individual for the year is of the income earned in Québec by the
individual for the year;

(b) where the taxpayer is a corporation, the proportion of the
amount determined in its respeet under section 156.3 that the
aggregate of the business carried on in Québec and elsewhere by the
corporation in the year is of the business carried on in Québec by the
corporation in the year.
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Computation “156.2 The amount referred to in paragraph a of section 156.1
is, in respect of an individual for a taxation year, equal to 35% of the
amount determined in respect of the individual for the year according
to the following formula:

B
A><C

Interpreta- For the purposes of the formula provided in the first paragraph,
on
(a) the letter A represents the amount deducted by the
individual, in computing his income for the year, under paragraph a of
section 130 or the second paragraph of section 130.1 in respect of a
prescribed depreciable property;

(b) the letter B represents the amount by which the aggregate of
the income earned in Québec and elsewhere by the individual for the
year exceeds the income earned in Québec by the individual for the
year;

(¢) the letter C represents the aggregate of the income earned in
Québec and elsewhere by the individual for the year.

Computation “156.3 The amount referred to in paragraph b of section 156.1
is, in respect of a corporation for a taxation year, equal to 35% of the
amount determined in respect of the corporation for the year
according to the following formula:

B
AxC

Interpreta- For the purposes of the formula provided in the first paragraph,

tion
(a) the letter A represents the amount deducted by the
corporation, in computing its income for the year, under paragraph a
of section 130 or the second paragraph of section 130.1 in respect of a
prescribed depreciable property;

(b) the letter B represents the amount by which the aggregate of
the business carried on in Québec and elsewhere by the corporation in
the year exceeds the business carried on in Québec by the corporation
in the year,

(c) the letter C represents the aggregate of the business carried
on in Québec and elsewhere by the corporation in the year.

Interpreta- “156.4 For the purposes of sections 156.1 to 156.3,

tion
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(a) the expressions “income earned in Québec” and “income
earned in Québec and elsewhere” have the meaning assigned by the
regulations under section 22, adapted as required;

(b) the expressions “business carried on in Québec” and “business
carried on in Québec and elsewhere” have the meaning assigned by the
regulations under section 771, adapted as required.”

(2) This section applies from the taxation year 1988,

497. (1) Section 157 of the said Act, amended by section 40 of
chapter 67 of the statutes of 1987 and by section 11 of chapter 18 of the
statutes of 1988, is again amended by replacing paragraph (.1 by the
following paragraph:

“(1.1) such part of any amount paid in the year by the taxpayer on
an amount payable by him by virtue of section 32 of the Act respecting
the Ministere du Revenu (R.S.Q., chapter M-31) where that section
applies to an excess in relation to this Part, or of a prescribed
disposition and as may reasonably be considered to be a repayment of
interest that he included in computing his income for the year or a
preceding taxation year;”.

(2) This section applies from the taxation year 1988.

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

“157.4.3 Notwithstanding sections 157.4 to 157.4.2, no
individual may deduct any amount under the said sections in
computing his income for a taxation year from his taxation year 1988.”

(2) This section applies from the taxation year 1988.
49. (1) Section 222 of the said Act, replaced by section 45 of

" chapter 67 of the statutes of 1987 and amended by section 13 of

chapter 18 of the statutes of 1988, is again amended by replacing
subsection 1 by the following subsection:

“222. (1) A taxpayer who carries on a business in Canada in a
taxation year and who files with his fiscal return under this Part for
the year a prescribed form containing prescribed information may
deduct in computing his income from that business for that taxation
year an amount not exceeding to aggregate of all amounts each of
which is an expenditure of a current nature made by him in that year or
in any previous taxation year ending after 1973, either on scientific
research and experimental development related to a business of the
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taxpayer and directly undertaken in Canada by him or on his behalf or
by way of a payment to be used for scientific research and
experimental development carried on in Canada, related to a business
of the taxpayer, provided that the taxpayer is entitled to exploit the
results of such scientific research and experimental development, and
that the payment was made to one of the following entities:

(a) an association recognized by the Minister to undertake
scientific research and experimental development,;

(b) a university, college, research institute or other similar
institution recognized by the Minister;

(¢) a corporation resident in Canada and exempt from tax under
section 991;

(d) a corporation resident in Canada;

(e) an organization recognized by the Minister that makes
payments to an association, institution or corporation described in any
of paragraphs a to c.”

(2) This section applies in respect of expenditures made after
15 December 1987, other than expenditures made after that date and
before 1 January 1989

(a) pursuant to
i. anobligation entered into in writing before 16 December 1987;

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

ili. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities and was distributed before 16 December
1987, solicitations in respect of the sale of the securities contemplated
by the offering memorandum were made before 16 December 1987,
and the sale of the securities was substantially in accordance with the
offering memorandum,;

(b) by way of a payment made to an entity described in any of
paragraphs a to ¢ of subsection 1 of section 222 of the Taxation Act, as
enacted by subsection 1 of this section as part of a public fund raising
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campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by the entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
property necessary for the equipment of such a building for the
purpose for which that building was intended.

(3) For the purposes of paragraph a of subsection 2, where the
expenditure is made after 15 December 1987 by way of a payment
made to an entity described in any of paragraphs a to e of subsection 1
of section 222 of the Taxation Act as enacted by subsection 1 of this
section, the scientific research and experimental development to be
performed pursuant to that payment must be so performed before
1 January 1989.

50. (1) Section 223 of the said Act, amended by section 46 of
chapter 67 of the statutes of 1987, is replaced by the following section:

“223. A taxpayer referred to in subsection 1 of section 222 may
also deduct, in computing his income from the business referred to
therein for a taxation year, an amount not exceeding the lesser of

(a) the aggregate of all amounts each of which is an expenditure
of a capital nature made by the taxpayer, in the year or in a preceding
taxation year ending after 31 December 1958, in respect of property
acquired that would be depreciable property of the taxpayer if this
section were not applicable in respect of the property, other than land
or a leasehold interest in land, on scientific research and experimental
development earried on in Canada, directly undertaken by or on behalf
of the taxpayer, and related to a business of the taxpayer; and

(b) the undepreciated capital cost to the taxpayer of the property
so acquired as of the end of the taxation year, before making any
deduction under this section in computing the income of the taxpayer
for the year.”

(2) This section applies in respect of expenditures made after
15 December 1987, other than expenditures made after that date and
before 1 January 1989 pursuant to

(a) an obligation entered into in writing before 16 December
1987;

(b) the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or
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(¢) theterms of an offering memorandum distributed as part of an
offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities and was distributed before 16 December
1987, solicitations in respect of the sale of the securities contemplated
by the offering memorandum were made before 16 December 1987,
and the sale of the securities was substantially in accordance with the
offering memorandum.

¢ 13, 51. (1) Section 224 of the said Act, replaced by section 47 of

replaced  Chapter 67 of the statutes of 1987, is again replaced by the following
section:

Repayment “224. A taxpayer referred to in subsection 1 of section 222 may

of amounts  g]g deduct, in computing his income from the business referred to

received in . A s

government therein for the year, all amounts included by virtue of paragraph ¢ of

government Section 87 in computing his income for any previous taxation year and

assistance  the aggregate of all amounts each of which is an expenditure made by
the taxpayer in the year or in any previous taxation year ending after
31 December 1973 as repayment of an amount described in

paragraph b of section 225.”

(2) This section applies in respect of expenditures made after
30 April 1988.

c. 13, 52. (1) Section 225 of the said Act and section 226 of the said
Serm ana jAct, replaced by section 48 of chapter 67 of the statutes of 1987, are
’ replaced by the following sections:

Application “225. The aggregate of the amounts that may be deducted by a

ofss 2% taxpayer under sections 222 to 224, in computing his income for a
taxation year, shall be reduced by the aggregate of the following
amounts: -

(@) the amount prescribed;

(b) the aggregate of all amounts each of which is the amount of
any government assistance or non-government assistance, within the
meanings assigned respectively by paragraphs a and b of section
1029.8.17, in respect of an expenditure described in section 222 or 223
that, at the time of filing of his fiscal return for the year, the taxpayer
has received, is entitled to receive or can reasonably be expected to
receive;

(c) the aggregate of all amounts each of which is an amount
deducted under sections 222 to 224 in computing the taxpayer’s
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income for a preceding taxation year, except amounts deseribed in
section 229;

(d) where the taxpayer is a corporation control of which has been
acquired by a person or group of persons before the end of the year,
the amount determined for the year under section 225.1 with respect
to the corporation.

“225.1 Where a taxpayer is a corporation control of which was
last acquired by a person or group of persons at any time before the
end of a taxation year of the corporation, the amount determined for
the purposes of paragraph d of section 225 for the year with respect to
the corporation is the amount obtained by subtracting the amount
determined under the second paragraph from the amount by which

(a) the aggregate of all amounts each of which is

i. an expenditure described in section 222 that was made by the
corporation before that time or an expenditure described in
section 224, where that section refers to an expenditure made as
repayment of an amount described in paragraph b of section 225 that
was made by the corporation before that time;

ii. the lesser of the amounts determined in respect of the
corporation under paragraphs a and b of section 223 immediately
before that time;

iii. an amount determined in respect of the corporation for its
taxation year ending immediately before that time under section 224,
where that section refers to an amount included, under paragraph ¢ of
section 87, in computing its income for a preceding taxation year,
exceeds

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

i. the aggregate of all amounts determined in respect of the
corporation under paragraphs a to c of section 225 for its taxation year
ending immediately before that time;

ii. the amount deducted by virtue of sections 222 to 225 in
computing the corporation’s income for its taxation year ending
immediately before that time.

The amount referred to in the first paragraph is equal to the
aggregate of

(a) where the business to which the amounts referred to in any of
paragraphs i, ii and iii of subparagraph a of the first paragraph may
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reasonably be considered to relate was earried on by the corporation
for profit or with a reasonable expectation of profit throughout the
year, the aggregate of

i. the corporation’s income for the year from the business before
making any deduction under sections 222 to 225; and

ii. where properties were sold, leased, rented or developed, or
services were rendered, in the course of carrying on the business
before the time referred to in the first paragraph, the corporation’s
income for the year, before making any deduction under sections 222
to 225, from any other business substantially all the income of which
was derived from the sale, leasing, rental or development, as the case
may be, of similar properties or the rendering of similar services; and

(b) the aggregate of all amounts each of which is an amount
determined in respect of a preceding taxation year of the corporation
that ended after the time referred to in the first paragraph equal to the
lesser of

i. the amount determined under subparagraph a with respect to
the corporation in respect of the business for that preceding taxation
year; and

ii. the amount in respect of the business deducted by virtue of
sections 222 to 225 in computing the corporation’s income for that
preceding taxation year.

Research “2285.2 For the purposes of sections 222 to 225 and
and develop. potwithstanding section 230.0.0.1, where a taxpayer is a corporation,
on by re- scientific research and experimental development, related to a
corporation  business carried on by another corporation to which the taxpayer is
related, otherwise than by reason of a right referred to in paragraph b
of section 20 and in which that other corporation is actively engaged,
at the time at which an expenditure or payment in respect of the
scientific research and experimental development is made by the
taxpayer, shall be considered to be related to a business of the

taxpayer at that time.

Research “226. A taxpayer may deduct, in computing his income for a
and develob. taxation year from a business of the taxpayer, expenditures of a
enoutside  current nature made by him in the year either on scientific research
and experimental development carried on outside Canada, directly
undertaken by or on behalf of the taxpayer, and related to the business
or by way of payments to any of the entities described in paragraphs o
and b of subsection 1 of section 222 to be used for scientific research
and experimental development carried on outside Canada related to
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the business provided that the taxpayer is entitled to exploit the
results of such scientific research and experimental development.”

(2) This section, where it enacts that part of section 225 of the
Taxation Act which precedes paragraph d, has effect, subject to
subsections 3 and 4, from 15 January 1987.

(3) Where paragraph b of section 225 of the Taxation Act,
enacted by this section, applies in respect of an expenditure made
before 1 May 1988, it shall read as follows:

“(b) the amounts paid to him in the year or in a preceding taxation
year ending after 31 December 1973 according to the terms and
conditions prescribed in the regulations under section 224;”.

(4) Where paragraph c of section 225 of the Taxation Act,
enacted by this section, applies in respect of an amount deducted in
computing income for a taxation year ending before 16 December
1987, it shall read as follows:

“(c) the amounts deducted under paragraph a of section 135 and
sections 222 to 224 in computing his income for a preceding taxation
year, except amounts described in section 229;”.

(5) This section, where it enacts paragraph d of section 225 of the
Taxation Act, applies in respect of acquisitions of control occurring
after 15 January 1987 other than acquisitions of control occurring
before 1 January 1988 where the persons acquiring the control were
obliged on 15 January 1987 to acquire the control pursuant to the
terms of agreements in writing entered into on or before the latter
date. However, where paragraph d of the said section 225 applies
before 16 December 1987, the said paragraph d shall read as follows:

“(d) where the taxpayer is a corporation control of which has
been acquired by a person or group of persons before the end of the
year, the amount determined for the year under section 225.1 with
respect to the corporation in respect of its business referred to in
section 222.”

(6) This section, where it enacts section 225.1 of the Taxation
Act, applies in respect of acquisitions of control occurring after
15 January 1987 other than acquisitions of control occurring before
1 January 1988 and where the persons acquiring the control were
obliged, on 15 January 1987, to acquire the control pursuant to the
terms of agreements in writing entered into on or before the latter
date. However,
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(a) where that part of the said section 225.1 which precedes
subparagraph ii of subparagraph a of the first paragraph applies
before 16 December 1987, it shall read as follows:

Corporation “225.1 Where a taxpayer is a corporation control of which was
control of - Jast acquired by a person or group of persons at any time before the
acquired  end of a taxation year of the corporation, the amount determined for
before the  the purposes of paragraph d of section 225 for the year with respect to
year the corporation in respect of a business is the amount obtained by

subtracting the amount determined under the second paragraph from

the amount by which

(a) the aggregate of all amounts determined in respect of the
business each of which is

i. an expenditure described in section 222 that was made by the
corporation before that time or an expenditure described in
section 224 that was made by the corporation before that time, where
the latter section refers to an expenditure made as repayment of
amounts made to it in respect of expenditures on scientific research
and experimental development incurred for the purpose of advancing
or sustaining the technological capacity of a Canadian industry;”;

(b) where that part of paragraph b of the first paragraph of the
said section 225.1 which precedes subparagraph i applies before
16 December 1987, it shall read as follows:

“(b) the aggregate of all amounts determined in respect of the
business each of which is”;

(c) where that part of subparagraph a of the second paragraph of
the said section 225.1 which precedes paragraph i applies before
16 December 1987, it shall read as follows:

“(a) where the corporation carried on the business for profit or
with a reasonable expectation of profit throughout the year, the
aggregate of”.

(7) This section, where it enacts section 225.2 of the Taxation
Act, has effect from 16 December 1987.

(8) This section, where it replaces section 226 of the Taxation
Act, applies in respect of expenditures made after 15 December 1987
other than expenditures made after that date and before 1 January
1989 pursuant to

(a) an obligation entered into in writing before 16 December
1987;
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(b) the terms of a final prospectus, preliminary prospectus,
offering memorandum or registration statement filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

(¢) theterms of an offering memorandum distributed as part of an
offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities and was distributed before 16 December
1987, solicitations in respect of the sale of the securities contemplated
by the offering memorandum were made before 16 December 1987,
and the sale of the securities was substantially in accordance with the
offering memorandum.

33. (1) Section 229.1 of the said Act, enacted by section 28 of
chapter 4 of the statutes of 1988, is repealed.

(2) This section applies in respect of

(a) expenditures made after 12 May 1988 other than
expenditures made after 12 May 1988 out of sums collected no later
than that date, where section 229.1 of the Taxation Act, repealed by
this section, applies in respect of an individual who may deduct an
amount, in computing his taxable income, under section 726.4.40 of the
said Act;

(b) amounts paid after 12 May 1988 other than amounts paid after
12 May 1988 out of sums collected no later than that date, where
section 229.1 of the Taxation Act, repealed by this section, applies in
respect of an individual who may deduct an amount, in computing his
taxable income, under section 726.4.50 of the said Act;

(c) wages and remuneration paid after 12 May 1988 other than
wages and remuneration paid after 12 May 1988 out of sums collected
no later than that date, where section 229.1 of the Taxation Act,
repealed by this section, applies in respect of a corporation that is
deemed, under section 1029.8.0.2 of the said Act, to have paid an
amount to the Minister of Revenue as partial payment of its tax
payable;

(d) amounts paid after 12 May 1988 other than amounts paid
after 12 May 1988 out of sums collected no later than that date, where
section 229.1 of the Taxation Act, repealed by this section, applies in
respect of a corporation that is deemed, under section 1029.8.7.2 of the
said Act, to have paid an amount to the Minister of Revenue as partial
payment of its tax payable.
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(8) For the purposes of subsection 2, any sum collected after
12 May 1988 is deemed to have been collected no later than that date if
it is collected

(a) following a distribution pursuant to a final prospectus for
which the receipt was granted no later than that date;

(b) following a distribution pursuant to a final prospectus for
which the receipt was granted after 12 May 1988 but no later than
30 June 1988, if the receipt for the preliminary prospectus which
preceded was granted no later than 12 May 1988§;

(¢) following a distribution made before 12 May 1988 under an
exemption from filing a prospectus by virtue of section 48 or 51 of the
Securities Act (R.S.Q., chapter V-1.1);

(d) following a distribution made after 12 May 1988 under an
exemption from filing a prospectus by virtue of section 48 of the
Securities Act pursuant to an offering memorandum received by the
Commission des valeurs mobilieres du Québec no later than 12 May
1988;

(e) following a distribution made after 12 May 1988 but no later
than 30 June 1988 and used to make an expenditure, deductible under
subsection 1 of section 222 or paragraph a of section 223 of the
Taxation Act, pursuant to a written agreement signed no later than
12 May 1988.

(4) For the purposes of subsection 3, any sum collected following
a distribution described in paragraph b or d of the said subsection
constitutes a sum so collected up to the amount determined under the
preliminary prospectus or the offering memorandum, as the case may
be, that is equal to that part of the anticipated proceeds of the
distribution which, under the preliminary prospectus or the offering
memorandum, as the case may be, was to be used for scientific
research and experimental development expenditures within the
meaning of subsection 2 of section 222 of the Taxation Act.

54. (1) Section 230 of the said Act, replaced by section 49 of
chapter 67 of the statutes of 1987, is amended by replacing the second
paragraph by the following paragraph:

“For greater certainty, it is understood that scientific research
and experimental development relating to a business includes any
scientific research and experimental development that may lead to or
facilitate an extension of that business.”

(2) This section has effect from 16 December 1987,
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53. (1) The said Act is amended by inserting, after section 230,
the following sections:

“230.0.0.1 Except in the case of a taxpayer that derives all or
substantially all of his revenue from the prosecution of scientific
research and experimental development, including the sale of rights
arising out of scientific research and experimental development
carried on by him, the prosecution of scientific research and
experimental development shall not be considered to be a business of
the taxpayer to which scientific research and experimental
development is related.

“230.0.0.2 Notwithstanding the first paragraph of section 230,
expenditures on scientific research and experimental development
shall not include

(@) any capital expenditure made in respect of the acquisition of a
building, other than a prescribed special-purpose building, including a
leasehold interest therein;

(b) any rental expense incurred in respect of a building other than
a prescribed special-purpose building;

(c) a payment described in the second paragraph that must be
used for scientific research and experimental development and is
made by a taxpayer to

i. a corporation resident in Canada and exempt from tax under
section 991, a research institute recognized by the Minister or an
association recognized by the Minister, with which the taxpayer does
not deal at arm’s length;

ii. a corporation other than a corporation referred to in
subparagraph i;

iii. a university, college or organization recognized by the
Minister;

(d) any expenditure made in respect of the acquisition or lease of
animals, other than laboratory animals within the meaning of the
regulations, or in respect of any other similar kind of transaction
regarding such animals.

The payment referred to in subparagraph c of the first paragraph

—s

S

(@) apayment to an entity described in subparagraph i or ii of the
said subparagraph c, to the extent that the payment may reasonably
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be considered to have been made to enable the entity to acquire a
building or a leasehold interest in a building or to pay the rental
expense in respect of a building; or

(b) a payment to an entity described in subparagraph iii of the
said subparagraph c, to the extent that the payment may reasonably
be considered to have been made to enable the entity to acquire a
building, or a leasehold interest in a building, in which the taxpayer
has, or may reasonably be expected to acquire, an interest.”

(2) This section, where it enacts section 230.0.0.1 of the Taxation
Act, applies in respect of expenditures made after 15 December 1987,
other than expenditures made after that date and before 1 January
1989 pursuant to

(a) an obligation entered into in writing before 16 December
1987;

(b) the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

(c) theterms of an offering memorandum distributed as part of an
offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum.

(3) This section, where it enacts section 230.0.0.2 of the Taxation
Act, applies in respect of

(a) buildings and leasehold interests acquired after 31 December
1987 other than a building or leasehold interest acquired before
1 January 1990

i. pursuant to an obligation entered into in writing before 18 June
1987; or

ii. the construction of which was commenced before 18 June 1987
by or on behalf of the taxpayer;

(b) rental expenses incurred after 31 December 1987, other than
such rental expenses incurred pursuant to a written lease agreement
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renewed, extended or entered into before 18 June 1987 by the
taxpayer or a person with whom the taxpayer did not deal at arm’s
length at the time the lease was renewed, extended or entered into;

(c) a payment described in subparagraph c of the first paragraph
of section 230.0.0.2 of the Taxation Act, enacted by this section, made
after 15 December 1987 other than a payment made pursuant to an
agreement entered into in writing before 16 December 1987 with a
person with whom the taxpayer deals at arm’s length;

(d) an expenditure referred to in subparagraph d of the first
paragraph of section 230.0.0.2 of the Taxation Act, enacted by this
section, made after 18 December 1987, other than an expenditure
made after 18 December 1987 out of amounts collected on or before
that date.

(4) For the purposes of subparagraph d of paragraph 3, any
amount collected after 18 December 1987 is deemed to have been
collected on or before that date if it was collected

(a) through a distribution made in accordance with a final
prospectus for which the receipt was granted on or before that date;

(b) through a distribution made in accordance with a final
prospectus for which the receipt was granted after 18 December 1987
but not later than 29 February 1988, if the receipt for the preliminary
prospectus which preceded the distribution was granted on or before
18 December 1987,

(c) through a distribution made before 18 December 1987 under
an exemption from filing a prospectus pursuant to section 48 or 51 of
the Securities Act (R.S.Q., chapter V-1.1);

(d) through a distribution made after 18 December 1987 under an
exemption from filing a prospectus pursuant to section 48 of the
Securities Act in accordance with an offering memorandum received
by the Commission des valeurs mobilieres du Québec on or before 18
December 1987,

(e) through a distribution made after 18 December 1987 but not
later than 29 February 1988 and used for the purpose of making an
expenditure, which is deductible under subsection 1 of section 222 or
paragraph a of section 223, pursuant to an agreement in writing
entered into on or before 18 December 1987.

(5) Forthe purposes of subsection 4, an amount collected through
a distribution made under subparagraph b or d of that paragraph is
such an amount up to the amount determined under the preliminary
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prospectus or the offering memorandum, as the case may be, equal to
that part of the anticipated proceeds of the distribution provided for in
the preliminary prospectus or the offering memorandum, as the case
may be, which was to be used for expenditures for scientific research
and experimental development, within the meaning of subsection 2 of
section 222 of the Taxation Act.

56. (1) Section 230.2 of the said Act is repealed.
(2) This section applies from the taxation year 1988.

57. (1) Section 274 of the said Act is amended by replacing what
precedes paragraph a by the following:

“274. The principal residence of an individual for a taxation
year, for the purposes of this Title, is the housing unit, including a
leasehold interest in that housing unit, ordinarily inhabited in the year
by the individual, his spouse or former spouse or his child or in respect
of which the individual has made an election contemplated in sections
284 to 286.2 for the year, if, in every case,”.

(2) This section applies in respect of the taxation year 1972 and
subsequent taxation years with respect to dispositions occurring after
31 December 1987.

58. (1) Section 313.2 of the said Act is amended by replacing
subparagraph a of the second paragraph by the following
subparagraph:

“(a) anindividual making a deduction for the year under sections
752.0.1 to 752.0.7 in respect of the child; or”.

(2) This section applies from the taxation year 1988.

39. (1) Section 313.3 of the said Act is replaced by the following
section:

“313.3 Notwithstanding section 313.2, where more than one
individual has made a deduction for a taxation year under sections
752.0.1 to 752.0.7 in respect of a child in respect of whom an allowance
described in the first paragraph of section 313.2 has been paid in the
year, each such individual shall include that portion of the amount
that, but for this section, he would be required to include in computing
his income under section 313.2 in respect of that child that the amount
deducted for the year under sections 752.0.1 to 752.0.7 in respect of
that child is of the aggregate of the deductions made by each of such
individuals in the year under the said sections in respect of that child,
where the individual is contemplated in the first paragraph of section
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752.0.7, or such proportion of the said amount as is determined for the
individual in respect of that child for the year under the second
paragraph of section 752.0.7, where the individual is contemplated in
that second paragraph.”

(2) This section applies from the taxation year 1988.

60. (1) Section 351 of the said Act is amended
(1) by replacing paragraph a by the following paragraph:

“(a) “eligible child” of an individual for a taxation year means a
child of the individual or of his spouse, or a child in respect of whom the
individual deducts an amount for the year under sections 752.0.1 to
752.0.7 if, in any case, at any time during the year, the child is either
under 14 years of age or is dependent on the individual or on his spouse
and has a mental or physical infirmity;”;

(2) by replacing that part of paragraph b which precedes
subparagraph i by the following:

“(b) “child care expense” means an expense that is not excluded
under section 352 and that is incurred in a taxation year for the
purpose of providing, in Canada, for any eligible child of an individual,
child care services including baby sitting services, day nursery
services or services provided at a boarding school or a camp, if the
child is kept to enable the individual or the supporting person of the
child for the year, who resides with the child at the time the expense is
incurred, to perform the duties of an office or employment, to carry on
a business, either alone or as a partner actively engaged init, to enroll
in an occupational training course for which he received an allowance
under the National Training Act (Statutes of Canada) or to carry on
research or similar work for which he received a grant, and if the child
is kept by a person resident in Canada who is not a person who is”;

(3) by replacing subparagraph iii of paragraph b by the following
subparagraph:

“iii. a person in respect of whom the individual or a supporting
person of the child deducts an amount under sections 752.0.1to 752.0.7
In computing his tax payable for the year under this Part;”;

(4) by replacing subparagraph iii of paragraph ¢ by the following
subparagraph:

“iii. an individual who deducts an amount for the year under
sections 752.0.1 to 752.0.7 in respect of the child;”.
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(2) This section applies from the taxation year 1988.

e I3, 61. (1) Section 352 of the said Act, replaced by section 31 of
ﬁ;ﬁﬂ%ed chapter 4 of the statutes of 1988 and replaced, in its English version,
by section 23 of chapter 18 of the statutes of 1988, is again replaced by

the following section:

Child care “3532. For the purposes of paragraph b of section 351, child care
rolinended €xpenses shall not include expenses paid in the year for a child’s
attendance at a boarding school or camp which exceed the total
amount of $120 per week for each child who either is under seven years
of age on 31 December of that year or would have been had he then
been living, or is described in section 355.1, and $60 per week for any
other child, for each week in the year during which the child attended
the school or eamp, nor shall they include the medical expenses
contemplated in sections 752.0.11 to 752.0.13 or other expenses paid
for medical or hospital care, clothing, transport or education or for
board or lodging other than those described in the said paragraph b.”

(2) This section applies from the taxation year 1988.

62. (1) Section 354 of the said Act, amended by section 32 of
- chapter 4 of the statutes of 1988, is again amended by replacing
subparagraphs i and ii of paragraph a by the following subparagraphs:

“i. the aggregate of $4 000 from the taxation year 1988 per
eligible child of the individual for the year who either is under seven
years of age on 31 December of that year or would have been had he
then been living, or is described in section 355.1, and in respect of
whom the expenses were incurred, and of $2 000 from the taxation
year 1988 for any other eligible child of the individual for the year in
respect of whom the expenses were incurred; and;
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“ii. 50% or 100 % of the individual’s earned income for the year,
according as the expenses were incurred in respect of one or more than
one eligible child of the individual; exceeds”.

(2) This section applies from the taxation year 1988.

63. (1) Section 355 of the said Act, amended by section 33 of
- chapter 4 of the statutes of 1988, is again amended
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(1) by replacing that part of paragraph b which precedes
subparagraph i by the following:

“(b) an amount equal to the aggregate of $120 per week for each
eligible child of the individual for the year who either is under seven
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years of age on 31 December of that year or would have been had he
then been living, or is described in section 355.1, and in respect of
whom such child care expenses are incurred, and of $60 per week for
any other eligible child of the individual for the year in respect of whom
such child care expenses are incurred, for each week in the year during
which child care expenses were incurred and throughout which the
supporting person of a child of the individual was”;

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

“ii. a person certified by a physician, within the meaning of
section 752.0.18, to be a person who was incapable of caring for
children by reason of mental or physical infirmity which is likely to be
for a long-continued period of indefinite duration or by reason of
mental or physical infirmity and his confinement throughout a period
of not less than two weeks in the year to bed, to a wheel-chair, or as a
patient in a hospital, asylum or other similar institution;”;

(3) by replacing subparagraph iv of paragraph b by the following
subparagraph:

“iv. a person who was separated from the individual at the end of
the year and for a period of not less than 90 days commencing in the
year, by reason of a breakdown of their marriage or of their life
together.”

(2) This section applies from the taxation year 1988.

64. (1) The said Act is amended by inserting, after section 355,
the following section:

“355.1 A child referred to in section 352, subparagraph i of
paragraph a of section 354 and paragraph b of section 355 is an eligible
child who has a severe and prolonged mental or physical impairment
that has been certified as such in prescribed form by a physician,
within the meaning of section 752.0.18, or, if the impairment is an
impairment of sight, by a physician or an optometrist, within the
meaning of the last-named section, where a copy of the certificate has
been filed with the Minister.”

(2) This section applies from the taxation year 1988.

63. (1) Section 358.1 of the said Act, enacted by section 34 of
chapter 4 of the statutes of 1988 and replaced by section 24 of chapter
18 of the statutes of 1988, section 358.2 of the said Act, enacted by
section 34 of chapter 4 of the statutes of 1988, and amended by section
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25 of chapter 18 of the statutes of 1988, and sections 358.3 to 358.12 of
the said Act, enacted by section 34 of chapter 4 of the statutes of 1988,
are repealed.

(2) This section applies from the taxation year 1988.

e 13, 66. (1) The said Act is amended by inserting, before Chapter X
s. 3813, of Title VI of Book III of Part I, the following section:

Favourable “358.13 An individual shall not deduct, in computing his
adyarce  income, an amount or his share of an amount referred to in section

358.10 or in section 358.11 relating to a university research contract
entered into after 18 December 1987, unless a favourable advance
ruling was made by the Ministére du Revenu regarding the university
research contract to which the amount or share of the amount, as the
case may be, relates before any amount was paid, under the contract,
to an eligible university entity.

Two or more Moreover, where an amount or a share of an amount relates to

contracts  more than one university research contract, the Advance Ruling
referred to in the first paragraph is required in respect of each
university research contract to which the amount or share of the
amount, as the case may be, relates.

Payment Where an amount was paid, under a university research contract,
deemed  to an eligible university entity before a favourable advance ruling
advance  regarding the contract was made by the Ministére du Revenu, the
ruling amount so paid is deemed, for the purposes of the first paragraph only,

to have been paid after a favourable advance ruling regarding the

contract was made by the Ministére du Revenu where

(@) an application for an advance ruling regarding the contract
was submitted to the Ministére du Revenu on or before 31 December
1988; and

(b) afavourable advance ruling regarding the contract was made
by the Ministere du Revenu.”

(2) This section applies in respect of an amount which an
individual may deduct, in computing his income for his taxation year
1987, under section 358.10 or 358.11 of the Taxation Act, where the
amount or the portion of an amount, as the case may be, relates to a
university research contract entered into after 18 December 1987 but
before 1 January 1988.

I3, 67. (1) Section 429 of the said Act, amended by section 100 of
429, am. - chapter 67 of the statutes of 1987, is again amended by replacing
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subparagraph ¢ of the second paragraph by the following
subparagraph:

“(c) subject to sections 693.1 and 752.0.26, that other person
were entitled to the deductions to which the individual was entitled
under sections 710 to 725.7 and 752.0.1 to 752.0.18 in computing his
taxable income or his tax payable under this Part, as the case may be,
for the year.”

(2) This section applies from the taxation year 1988,

68. (1) Section 451 of the said Act, amended by section 107 of
chapter 67 of the statutes of 1987, is again amended

(1) by replacing what precedes paragraph a by the following:

“431. For the purposes of this division and sections 234 to 236,
236.2, 237,239 t0 241, 261, 264, 271 t0 273, 274.1, 275, 278 t0 280.4, 288,
293, 428 to 430, 432 to 435, 454 to 455.1 and 459 to 462,”;

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

“(d) “child” of a taxpayer includes a grandchild and a great
grandchild of the taxpayer and a person who, at any time before he
attained the age of 19 years, was wholly dependent on the taxpayer for
support and of whom the taxpayer had, at that time, in law or in fact,
the custody and control;”;

(3) by striking out paragraph e.

(2) Paragraph 1ofsubsection 1, where it strikes out the reference
to section 463.1 of the Taxation Act, in that part, enacted by the said
paragraph, of section 451 of the said Act which precedes paragraph a,
applies in respect of dispositions made after 31 December 1987.

(3) Paragraph 2 of subsection 1 applies from the taxation year
1988.

(4) Paragraph 3 of subsection 1 applies from the taxation year
1989.

69. (1) Section 499 of the said Act is replaced by the following
section:

“499. Where the amount that an individual may deduct under
section 752.0.1 by reason of paragraph a of the said section in
computing his tax payable for a taxation year under this Part is, but
for this section, less than the amount that would be so deductible if no
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amount were included in computing the income of his spouse for the
year under section 497, the individual may elect, in his fiscal return for
the year, that dividends received from a taxable Canadian corporation
which have to be included in computing the income of his spouse under
the latter section be deemed to have been received by him in such year
and not by his spouse.”

(2) This section applies from the taxation year 1988.

¢ 13, 1 70. (1) The said Act is amended by inserting, after section 521,
8. .1,

added the following section:

Deduction “521.1 For the purposes of section 104.1, where this chapter

priorto  applies to the disposition of depreciable property to a person or

of depreci- partnership and an amount has been allowed as a deduction, in

AMe PP computing the income of the transferor, under section 156.1 in respect
of the property for a taxation year preceding the taxation year in
which the property was acquired by the person or partnership, the
amount is deemed to have been allowed as a deduction in computing
the income of the person or partnership under that section in respect of
the property for the taxation years preceding the taxation year in

which the property was acquired by the person or partnership.”

(2) This section applies from the taxation year 1988.

e. I3, 71. (1) Section 545 of the said Act is amended by adding, after
=545, am. syubsection 8, the following subsection:

Amounts “(4) The new corporation is deemed, for the purposes of section
deemed ~ 104.1, to have deducted in computing its income the aggregate of all
bynew  amounts allowed as deductions under section 156.1 in computing the
oot income of the predecessor corporations.”

(2) This section applies from the taxation year 1988.

I3, 72. (1) Section576.1 of the said Act is amended by replacing the
576.1, am. fiyst paragraph by the following paragraph:

Excluded “876.1 Forthe purposes of this title, any excluded property of a

poperty  foreign affiliate of a taxpayer means any property used or held by it

foreign  principally for the purpose of gaining income from a qualified business

sffiate  op any property that is a share of the capital stock of another foreign
affiliate of the taxpayer where all or substantially all of the property of
the other foreign affiliate is excluded property, or an amount
receivable the interest on which is, under a prescribed provision,
income from such a qualified business or would be such income if
interest were payable on the amount.”
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(2) This section applies from the taxation year 1989.

73. (1) Section 600 of the said Act is amended
(1) by striking out the word “and” at the end of paragraph e;
(2) by inserting, after paragraph e, the following paragraph:

“(e.1) the amount by which the aggregate of all amounts
determined under sections 222 to 224 in respect of the partnership at
the end of a taxation year exceeds the aggregate of all amounts
determined under section 225 in respect of the partnership at the end
of the year was deducted under the said sections in computing the
income of the partnership for the year;”;

(3) by replacing paragraph f by the following paragraph:

“(f) subject to section 600.0.1, the income of the partnership, for a
taxation year, from any source in Canada or from sources in another
place is, to the extent of the taxpayer’s share thereof, his income for
his taxation year during which the taxation year of the partnership
ends, from such source in Canada or sources situated in such other
place, as the case may be; and”;

(4) by adding, after paragraph f, the following paragraph:

“(@) subject to section 600.0.1, the amount by which the loss of
the partnership for a taxation year from any source in Canada or from
sources in another place exceeds, in the case of a taxpayer who would
be a specified member of the partnership in the year if the definition of
“specified member” in section 1 were read without reference to
paragraph b thereof, the amount deducted by the partnership under
sections 222 to 230 in computing its income for the taxation year from
that source or those sources, as the case may be, and in any other case,
nil, is the loss of the taxpayer from such source in Canada or sources
situated in such other place, as the case may be, for the taxation year
of the taxpayer in which the partnership’s taxation year ends, to the
extent of the taxpayer’s share thereof.”

(2) Paragraphs1and 2 of subsection 1 apply to a taxation year ofa
partnership ending after 15 December 1987. However, they shall not
apply in respect of a taxpayer to expenditures made by the
partnership either before 16 December 1987, or after 15 December
1987 and before 1 January 1989 pursuant to an obligation in writing
entered into by the partnership before 16 December 1987, the terms

-of a final prospectus, preliminary prospectus, registration statement

or offering memorandum filed before 16 December 1987 with a public
authority in Canada pursuant to and in accordance with the securities
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legislation of any province, or the terms of an offering memorandum
described in paragraph d and pursuant to which securities were
distributed, where the taxpayer acquired an interest in the
partnership

(a) before 16 December 1987,

(b) after 15 December 1987 pursuant to an obligation in writing
entered into before 16 December 1987;

(¢) after 15 December 1987 and before 1 June 1988 pursuant to
the terms of a final prospectus, preliminary prospectus, registration
statement or offering memorandum filed before 16 December 1987
with a public authority in Canada pursuant to and in accordance with
the securities legislation of any province; or

(d) after 15 December 1987 and before 1 June 1988 as part of an
offering of securities where

i. the offering was made pursuant to the terms of an offering
memorandum which contained a complete or substantially complete
description of the securities contemplated in the offering as well as the
terms and conditions of the offering of the securities;

ii. the offering memorandum was distributed before
16 December 1987,

iii. solicitations in respect of the sale of the securities
contemplated by the offering memorandum were made before
16 December 1987; and

iv. the sale of the securities was substantially in accordance with
the offering memorandum.

(8) Paragraphs 3 and 4 of subsection 1 apply from the taxation
year 1988 of a partnership. However, where the said paragraph 4
applies in respect of

(@) an individual who may deduct an amount, in computing his
taxable income, under section 726.4.40 of the Taxation Act, paragraph
g of section 600 of the said Act, enacted by the said paragraph 4, where
it refers to an amount deducted by a partnership under sections 222 to
230 of the said Act, does not apply in respect of expenditures made by a
partnership either before 13 May 1988, or after 12 May 1988 out of the
sums collected no later than that date;

(b) an individual who may deduct an amount, in computing his
taxable income, under section 726.4.50 of the Taxation Act, paragraph
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g of section 600 of the said Act, enacted by the said paragraph 4, where
it refers to an amount deducted by a partnership under sections 222 to
230 of the said Act, does not apply in respect of amounts paid by a
partnership either before 13 May 1988, or after 12 May 1988 out of
sums collected no later than that date;

(c) a corporation that is deemed, under section 1029.8.0.2 of the
Taxation Act, to have paid an amount to the Minister of Revenue as
partial payment of its tax payable, paragraph g of section 600 of the
said Act, enacted by the said paragraph 4, where it refers to an amount
deducted by a partnership under sections 222 to 230 of the said Act,
does not apply in respect of wages and remuneration paid either before
1}?1, ng 1988, or after 12 May 1988 out of sums collected no later than
that date;

(d) a corporation that is deemed, under section 1029.8.7.2 of the
Taxation Act, to have paid an amount to the Minister of Revenue as
partial payment of its tax payable, paragraph g of section 600 of the
said Act, enacted by the said paragraph 4, where it refers to an amount
deducted by a partnership under sections 222 to 230 of the said Act,
does not apply to an amount paid either before 13 May 1988, or after
12 May 1988 out of the sums collected no later than that date.

(4) For the purposes of subsection 3, any sum collected after
12 May 1988 is deemed to have been collected no later than that date if
it is collected

(a) following a distribution pursuant to a final prospectus for
which the receipt was granted no later than that date;

(b) following a distribution pursuant to a final prospectus for
which the receipt was granted after 12 May 1988 but no later than
30 June 1988, if the receipt for the preliminary prospectus which
preceded was granted no later than 12 May 1988;

(c) following a distribution made before 12 May 1988 under an
exemption from filing a prospectus by virtue of section 48 or 51 of the
Securities Act (R.S.Q., chapter V-1.1);

(d) following a distribution made after 12 May 1988 under an
exemption from filing a prospectus by virtue of section 48 of the
Securities Act pursuant to an offering memorandum received by the
Commission des valeurs mobilieres du Québec no later than 12 May
1988;

(e) following a distribution made after 12 May 1988 but no later
than 30 June 1988 and used to make an expenditure, deductible under
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subsection 1 of section 222 of the Taxation Act, pursuant to a written
agreement signed no later than 12 May 1988.

(5) For the purposes of subsection 4, any sum collected following
a distribution described in paragraph b or d of the said subsection
constitutes a sum so collected up to the amount determined under the
preliminary prospectus or the offering memorandum, as the case may
be, that is equal to that part of the anticipated proceeds of the
distribution which, under the preliminary prospectus or the offering
memorandum, as the case may be, was to be used for scientific
research and experimental development expenditures within the
meaning of subsection 2 of section 222 of the Taxation Act.

74. (1) The said Act is amended by inserting, after section 600,
the following sections:

“600.0.1 Except for the purposes of Chapter I1.1 of this title,
paragraph i of section 255 and paragraph [ of section 257, where the
taxpayer referred to in paragraph f or g of section 600 is an individual,
his share of the income or loss of the partnership, for the year
contemplated thereby, is the share that would be contemplated
thereby if no amount were allowed as a deduction, in computing the
income or loss of a partnership under paragraph a of section 130 or the
second paragraph of section 130.1 in respect of a certified Québec film,
within the meaning of the regulations under section 130.

“600.0.2 An individual's share of the loss of a partnership,
determined pursuant to section 600.0.1 for a fiscal period of the
partnership at the end of which the individual was a member of the
partnership, in this section referred to as “corrected loss”, shall not
however exceed the proportion of the at-risk amount of the individual
in respect of the partnership at that date, within the meaning of
sections 613.2 to 613.5, that his share of the corrected loss of the
partnership which, but for this section, would be so determined under
section 600.0.1 is of his share of the corrected loss of the partnership
which, but for this section and section 600.0.1, would be determined
under paragraph g of section 600.”

(2) This section applies from the taxation year 1988.
75. (1) Section 613.1 of the said Act, enacted by section 40 of

- chapter 4 of the statutes of 1988, is amended by replacing the first

paragraph by the following paragraph:

“613.1 Notwithstanding section 600, where a taxpayer is, at
any time in a taxation year, a limited partner of a partnership, the
amount, if any, by which the aggregate of all amounts each of which is
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his share of the amount of any loss of the partnership for a fiscal period
of the partnership ending in the taxation year from a business, other
than a farming business, or from property, computed pursuant to
section 600, exceeds the amount determined under the second
paragraph shall not be deducted in computing his income for the year,
shall not be included in computing his non-capital loss for the year, and
shall be deemed to be his limited partnership loss in respect of the
partnership for the year.”

(2) This section has effect from 13 May 1988.

76. (1) Section 648 of the said Act is repealed.
(2) This section applies from the taxation year 1988.

77. (1) Section 665 of the said Act, replaced by section 57 of
chapter 18 of the statutes of 1988, is again replaced by the following
section:

“663. A taxpayer who has included in computing his income for
a taxation year, under section 663 or 684, an amount in respect of his
income interest in the trust may deduct, for the same year, except to
the extent that an amount in respect thereof has been deducted in
computing his taxable income pursuant to section 738 or 845, the lesser
of such amount and the excess of the cost of his interest over the
aggregate of the amounts deductible as such under this section in
computing his income for previous taxation years.”

(2) This section applies from the taxation year 1988.

78. (1) Section 668.3, enacted by section 130 of chapter 67 of the
statutes of 1987, is replaced by the following section:

“668.3 For the purposes of sections 646, 647, 652 to 657.1, 659,
660, 663, 664, 666 to 674, 676, 676.1 and 678 to 682, the net taxable
capital gains of a trust for a taxation year is the amount, if any, by
which the aggregate of the taxable capital gains of the trust for the
year exceeds the aggregate of its allowable capital losses for the year
and of its net capital losses deducted under section 729 in computing its
taxable income for the year.”

(2) This section applies from the taxation year 1988.

79. (1) Section 669 of the said Act is repealed.
(2) This section applies from the taxation year 1988.
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80. (1) Section 669.1 of the said Act, replaced by section 58 of
chapter 18 of the statutes of 1988, is again replaced by the following
section:

“669.1 The amount that would otherwise be included under

testamentary section 317 in computing the income of a testamentary trust for a

c
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taxation year throughout which it was resident in Canada is deemed,
for the purposes of sections 752.0.8 to 752.0.10, where the partlcular
beneficiary was the spouse of the individual upon and in consequence
of whose death the trust arose, and paragraph d of section 339, to be
included under the said section 317 in computing the income for the
year of a particular beneficiary of the trust and not to be so included in
computing the income of the trust to the extent that the amount may,
having regard to all the circumstances including the terms and
conditions of the trust arrangement, reasonably be considered to be
part of the amount included, under section 663, in computing the
income of a particular beneficiary for the taxation year and if the
amount has been designated by the trust exclusively to the particular
beneficiary in the return of its income for the year.”

(2) This section applies from the taxation year 1988. However,
where section 669.1 of the Taxation Act, as enacted by this section,
applies to a taxation year of a trust commencing before 1 January
1988, it shall be read without reference to the words “throughout
which it was resident in Canada”.

. (1) Section 669.3 of the said Act is amended by replacing the
first paragraph by the following paragraph:

“669.3 For the purposes of sections 646, 647, 652 to 657.1, 659,
660, 663, 664, 666 to 674, 676, 676.1 and 678 to 682, the amount
designated by a trust in its fiscal return filed under this Part for a
taxation year which does not exceed the amount determined in
accordance with section 669.4 is deemed to be payable by the trust to
particular beneficiaries of the trust in the year in such proportion as
the trust may designate in the fiscal return for each of the particular
beneficiaries.”

(2) This section applies from the taxation year 1988.

82. (1) Section 681 of the said Act is amended by replacing
paragraph d by the following paragraph:

“(d) subject to sections 693.1 and 752.0.26, that other person
were entitled to the deductions to which the individual was entitled
under sections 710 to 725.7 and 752.0.1 to 752.0.18 for the period in
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computing his taxable income or his tax payable under this Part, as the
case may be, for the period.”

(2) This section applies from the taxation year 1983.
83. (1) Section 693 of the said Act, amended by section 133 of

- chapter 67 of the statutes of 1987 and by section 41 of chapter 4 of the

statutes of 1988, is again amended by replacing the second paragraph
by the following paragraph:

“However, the taxpayer shall apply the provisions of this book in
the following order: sections 726.24, 737.8 and 737.17, Titles V, V.1,
V1.1, V1.2 VL.3, V1.3.1, V1.3.2, V1.3.3, V1.3.4, VII, VL.5 and V1.6
and sections 726.25, 737.14 to 737.16 and 737.21.”

(2) This section applies, subject to subsections 3 and 4, from the
taxation year 1975.

(3) Where the second paragraph of section 693 of the Taxation
Act, as enacted by subsection 1, applies to the taxation year 1987, it
shall be read as follows:

“However, the taxpayer shall apply the provisions of this book in
the following order: sections 726.24, 737.8 and 737.17, Titles II, III,
Iv, Iv.1, V, V.1, VI, VL.1, VL.2, VL.3, VII, VL5 and V1.6 and
sections 726.25, 737.14 to 737.16, 737.21 and 737.4 to 737.6.”

(4) Where the second paragraph of section 693 of the Taxation
Act, as enacted by subsection 1, applies to a taxation year ending after
31 December 1974 and before 1 January 1987, it shall be read as it read
in the version in force for that year, but with the addition, where an
amount may be deducted or included in computing the taxable income
of an individual for that year under section 726.25 or 726.24,
respectively, of the Taxation Act, of a reference to those two sections,
and the order in which the individual shall apply those sections is, in
relation to the order otherwise determined under the second
paragraph of the said section 693 for that year, as follows:

(a) first, section 726.24;
(b) last, section 726.25.

84. (1) Section 693.1 of the said Act, replaced by section 134 of
chapter 67 of the statutes of 1987, is again replaced by the following
section:

“693.1 Where a separate fiscal return with respect to an

» individual is filed under any of sections 429, 681 or 1003 for a particular
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period and another fiscal return under this Part with respect to the
same individual is filed for a period ending in the calendar year in
which the particular period ends, for the purpose of computing the
taxable income under this Part of the individual in such fiscal returns,
the aggregate of all deductions claimed in all such returns under any of
sections 710 to 725.7 shall not exceed the aggregate that could be
deducted under such section for the year with respect to the individual
if no separate fiscal return were filed under any of sections 429, 681 or
1003.”

(2) This section applies from the taxation year 1988.

e I3, 85. (1) Titles1.1to IV of Book IV of Part I of the said Act, Title
S is. IV.1of the said book, enacted by section 49 of chapter 4 of the statutes
7095, 11T of 1988, sections 717 to 724.1 of the said Act, section 724.2 of the said
repealed = Act, enacted by section 139 of chapter 67 of the statutes of 1987 and

Title VI of Book IV of Part I of the said Act are repealed.

(2) This section applies from the taxation year 1988. However,
where section 709 of the Taxation Act, as repealed by this section,
applies to the taxation year 1987, it shall be read by replacing the
period at the end of paragraph & by a semicolon, and by adding, after
paragraph &, the following paragraph:

“(i) an amount received out of or under a prescribed provincial
retirement plan.”

e 13, 86. (1) The said Act is amended by inserting, after section

;;6?4265241 726.4, the following sections:

added

“TITLE VI.3.1

“CERTIFIED QUEBEC FILMS

Deductions “426.4.1 An individual may deduct, in computing his taxable

in respect 4 income for a taxation year subsequent to his taxation year 1987, the

Québec film part or amount, deductible pursuant to the regulations under
paragraph a of section 130, of the capital cost of a certified Québec film,
within the meaning of the regulations under the said section, which he
could have deducted, but for section 130.0.1, in computing his income
for the year pursuant to paragraph a of the said section.

Amount “926.4.2 An amount deducted by an individual under section
deemed to  726.4.1 in computing his taxable income for a taxation year is, for the

deducted  purposes of sections 93 to 104, section 130.1 and the regulations under
paragraph a of section 130, deemed to have been deducted for that
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year in computing his income from a business or property pursuant to
paragraph a of section 130.

Individual “726.4.3 Anindividual who is a member of a partnership at the

pm;;t“nier;gfpa end of a fiscal period of the partnership may deduct, in computing his
taxable income for a taxation year in which the fiscal period ends, an
amount not exceeding the aggregate

(@) of his portion of the aggregate of amounts deducted by a
partnership under paragraph a of section 130 or the second paragraph
of section 130.1 in computing its income for a fiscal period in respect of
a certified Québec film within the meaning of the regulations under
section 130, to the extent that such portion would, but for section
600.0.1, have reduced his portion of the income of the partnership for
that fiscal period as determined under paragraph f of section 600 or
would, but for the said section 600.0.1, have caused such portion of
income so determined to be nil; and

(b) of his portion of the aggregate of amounts deducted by a
partnership under paragraph a of section 130 or the second paragraph
of section 130.1 in computing its loss for a fiscal period in respect of a
certified Québec film within the meaning of the regulations under
section 130, to the extent that such portion of such amounts has either
created or increased such portion of the loss, without exceeding the
proportion of the at-risk amount of the individual in respect of the
partnership at the end of the fiscal period of the partnership, within
the meaning of sections 613.2 to 613.5, that such amounts which have
either created or increased such portion of the loss are of the
aggregate of all amounts which, but for section 600.0.1, would be his
portion of the loss of the partnership for that fiscal period as
determined under paragraph g of section 600.

Capital cost “926.4.4 An individual shall deduct, in computing his taxable

allowance jneome for a taxation year subsequent to his taxation year 1987, the
excess amount referred to in the first paragraph of section 130.1,
which concerns a prescribed class including a certified Québec film
within the meaning of the regulations under section 130, which he
would have been bound to deduct in computing his income for the year
pursuant to the second paragraph of section 130.1 but for the fourth
paragraph of that section.

Excess For the purposes of sections 93 to 104, the excess amount is
jeemed to  Jeemed to have been deducted by the individual under paragraph a of
deducted  gection 130 in computing his income for the year from a business or

property.

219



CHAP. 3

Deduction
of excess
amount
relating to
acquisition

Deduction
of excess
amount
where
individual
is first
purchaser

Deduction
of excess
amount
where N
artnership
?s first
purchaser

Portion of
individual

Exceptions

Taxation Act 1989

“726.4.5 An individual may deduct, in computing his taxable
income for a taxation year subsequent to his taxation year 1987, the
amount by which the amounts he could have deducted for the year, but
for section 157.4.3, in computing his income, pursuant to sections
157.4 to 157.4.2, exceed any amount deducted under this section in
computing his taxable income for a previous taxation year.

“926.4.6 Subject to section 726.4.8, an individual who has
acquired as first purchaser a certified Québec film within the meaning
of the regulations under section 130, may deduct, in computing his
taxable income for a taxation year at the end of which he is the owner
of the film and which film he has owned without interruption from the
acquisition, an amount not exceeding the amount by which 6634 % of
the aggregate of all amounts deducted by him in computing his taxable
income for that year or a previous taxation year, in respect of the film,
pursuant to section 726.4.1 or 726.4.4, exceeds any amount deducted
under this section, in respect of the film, in computing his taxable
income for a previous taxation year.

“426.4.7 Subject to section 726.4.8, where an individual is a
member of a partnership at the end of a particular fiscal period of the
partnership in which it acquired, as first purchaser, a certified Québec
film within the meaning of the regulations under section 130, he may
deduct, in computing his taxable income for a taxation year in which a
fiscal period of the partnership ends and at the end of which period he
is a member of the partnership and has been such a member, without
interruption, from the end of the particular fiscal period, an amount
not exceeding the amount by which his portion of 66%:% of the
aggregate of the amounts deducted by the partnership in computing
its income for that fiscal period or a previous fiscal period, in respect of
the film, pursuant to paragraph a of section 130 or the second
paragraph of section 130.1, exceeds any amount deducted by the
individual under this section or section 726.4.6, in respect of the film,
in computing his taxable income for a previous taxation year.

For the purposes of this section, the portion of an individual is
deemed to be equal to the lesser of

(@) his portion of the profits of the partnership determined
without taking account of this paragraph; and

(b) his portion of the profits of the partnership determined in
respect of the fiscal period of the partnership in which it acquired the
film.

“726.4.8 Notwithstanding sections 726.4.6 and 726.4.7, no
amount may be deducted in computing the taxable income of an
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individual, for a taxation year, in accordance with those sections in
respect of a certified Québec film within the meaning of the regulations
under section 130,

(@) if the individual is entitled, for the year, to a deduction in
respect of the film under section 726.4.5; or

(b) if the part or the amount of the capital cost of the film
deductible for the year, in accordance with the regulations under
paragraph a of subsection 1 of section 20 of the Income Tax Act
(Statutes of Canada), exceeds 30% of that cost, computed without
reference to any additional deduction based on the income from a film
and granted in accordance with the latter regulations.

“TITLE VI.3.2

“ADDITIONAL DEDUCTION IN RESPECT OF CERTAIN EXPLORATION
EXPENSES INCURRED IN QUEBEC

“726.4.9 An individual may deduct, in computing his taxable
income for a taxation year, an amount not exceeding his exploration
base relating to certain Québec exploration expenses at the end of the
year, computed before any deduction for the year under this section.

“726.4.10 For the purposes of this title, the exploration base
relating to certain Québec exploration expenses of an individual, at
any time after 31 December 1987, means an amount equal to the
amount by which the aggregate of the following amounts exceeds the
amount computed under section 726.4.11:

(a) 33%% of the amount by which

i. the aggregate of the expenses, except those described in
section 726.4.12, incurred in Québec by the individual after 30 June
1988 and before that time but not after 31 December 1989, and which
are Canadian exploration expenses that would be described in
paragraph a or c of section 395 if the reference in those paragraphs to
“Canada”, wherever it appears, were a reference to “Québec”, or
described in paragraph d or e of the said section 395 if the reference, in
those paragraphs, to an “expense described in paragraphs a to c.1”
were replaced by a reference to an “expense that would be described in
paragraph a or c, if the reference in those paragraphs to “Canada”,
wherever it appears, were a reference to “Québec””, exceeds

ii. the aggregate of all amounts of assistance, within the meaning
of paragraph c.0.1 of section 359, which a person, including a
partnership, has received, is entitled to receive or becomes, at any
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time, entitled to receive in respect of an expense referred to in
subparagraph i, to the extent that the assistance has not reduced the
Canadian exploration expenses of the individual by virtue of
subparagraph a of the first paragraph of section 359.2; and

(b) his “Québec exploration base”, within the meaning assigned
to that expression by regulation, at that time.

“926.4.11 The amount that must be deducted from the
aggregate determined under section 726.4.10 at any time referred to
therein is equal to the aggregate of

(@) each amount deducted by the individual under section 726.4.9
in computing his taxable income for a taxation year ending before that
time and

(b) 33¥%5% of each amount that became receivable by the
individual before that time but after 30 June 1988 and in respect of
which the consideration given by him was a property other than a
property disposed of by the individual to any person with whom he was
not dealing at arm’s length, a share, depreciable property of a
prescribed class or a Canadian resource property, or services, the cost
of which may reasonably be regarded as having been an expenditure in
respect of which an amount was included, under section 726.4.10, in
computing the exploration base relating to certain Québec exploration
expenses of the individual or of a person with whom he was not dealing
at arm’s length.

“7926.4.12 Expenses referred to in subparagraph i of
paragraph a of section 726.4.10 do not include

(a) any amount included in the Canadian exploration and
development overhead expenses of the individual, within the meaning
of the regulations;

(b) any amount relating to Canadian exploration expenses that is
renounced by a corporation that is not a qualified corporation,
effective after 30 June 1988 and not later than 31 December 1989,
pursuant to section 359.2 in respect of a share;

(¢) any amount relating to financing, including expenses incurred
before the beginning of the carrying on of a business;

(d) expenses that are Canadian exploration expenses of the
individual under paragraph d or e of section 395, to the extent that
they refer

i. to expenses incurred after 30 June 1988 and before the time
referred to in section 726.4.10 but not after 31 December 1989, by a
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partnership that is not a qualified partnership or by a qualified
partnership in accordance with an agreement described in that
paragraph e entered into with a corporation that is not a qualified
corporation; or

ii. toeéxpenses incurred in the period described in subparagraph i
by the individual in accordance with an agreement described in that
paragraph e with a corporation that is not a qualified corporation;

(e) any prescribed expense.

Assistance “426.4.13 Where an expense incurred before a particular time

o ineberty is included in the aggregate determined under subparagraph i of

expenses  paragraph a of section 726.4.10 in respect of an individual and, after
that time, a person, including a partnership, becomes entitled to
receive assistance, within the meaning of paragraph c.0.1 of section
359, in respect of that expense, the assistance must be included in the
aggregate referred to in subparagraphii of that paragraph a in respect
of the individual at the time the expense was incurred, to the extent
that he has not reduced the expense by virtue of subparagraph a of the
first paragraph of section 359.2.

Qualified “726.4.14 Forthe purposes of this title, a qualified partnership

partnership {5 3 partnership all the activities of which consist mainly in exploring
for minerals, petroleum or gas or developing a mineral resource or an
oil or gas well and which, at the time the expenses referred to in
paragraph d of section 395 are incurred and throughout the
twelve-month period preceding that time, fulfils the following
conditions:

(a) neither the partnership nor any of its members operates a
mineral resource or an oil or gas well;

(b) none of its members is a corporation that, directly or
indirectly, controls or is controlled by a corporation operating a
mineral resource or an oil or gas well.

Qualified “726.4.15 For the purposes of this title, a qualified corporation

corporation s a corporation all of the activities of which consist mainly in exploring
for minerals, petroleum or gas or developing a mineral resource or an
oil or gas well and which, at the time the expenses referred to in
paragraph e of section 395 or at the time the expenses in respect of
which an amount is renounced under section 359.2, as the case may be,
are incurred, and throughout the twelve-month period preceding that
time, fulfils the following conditions:

(@) the corporation does not operate any mineral resource or oil
or gas well;
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(b) the corporation neither controls, directly or indirectly, nor is
so controlled by, another corporation that operates a mineral resource
or an oil or gas well.

Reasonable “726.4.16 For the purposes of this title and for greater

3‘1’,’;‘;‘2&?2‘;‘“ certainty, the operation of a mineral resource or an oil or gas well shall
be interpreted as such an operation carried out in reasonable
commercial quantities.

Expenses “726.4.17 For the purposes of this title, where a member of a
deemed - partnership is deemed to have incurred Canadian exploration

when = expenses under paragraph d of section 395, the expenses are deemed
partnership 0 have been incurred by the member at the time they were incurred

by the partnership.
“TITLE VI.3.3

“RESEARCH AND DEVELOPMENT SHARE

“CHAPTER I

“DEFINITIONS AND INTERPRETATION

Definitions “726.4.18 In this title,

“assets” (a) “assets” means the assets of a corporation as determined
under Title VI.1 of Book VII;

“qualifying (b) “qualifying share” means a share that is either

share”

i. ashare that would be described in paragraph b of section 965.1
if no reference were made, in that paragraph b, to section 965.9.1.1,
and if the requirement of paragraph e of section 965.7, to which that
paragraph b refers, were read by replacing the words “an individual,
an investment group or an investment fund” by the words “a person”;

or
ii. a share issued by an issuer referred to in subparagraph ii of

paragraph e;
“research (¢) “research and development share” means a share that is

and develop- 43
ment share” either

i. a qualifying share referred to in paragraph i of subparagraph b
of this section, issued after 12 May 1988 to a person by an issuer
referred to in subparagraph i of paragraph e as part of a public share
issue, in respect of which it is stipulated, in the final prospectus or the
application for exemption from filing a prospectus, that the issuer or,
as the case may be, a designated corporation referred to in
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subparagraph i or ii of paragraph d whose corporate name is disclosed
in the final prospectus or the application for exemption from filing a
prospectus, undertakes, firstly, to make expenditures in respect of
scientific research and experimental development carried on in
Québec, for an amount exceeding 50% of the consideration received
for the share, in the period beginning on the date of the receipt for the
final prospectus or of the exemption from filing a prospectus and
ending on a date to be stipulated by the issuer in the final prospectus or
the application for exemption from filing a prospectus and, secondly,
to renounce, in accordance with section 726.4.27, in respect of the
share, in prescribed form, all or part of an amount that the issuer or, as
the case may be, the designated corporation, will be deemed to have
paid under section 1029.7, 1029.8.6 or 1029.8.10 in respect of
expenditures so made, to the extent that such expenditures do not
exceed the consideration received for the share by the issuer; or

ii. asharethat is a qualifying share referred to in subparagraph ii
of paragraph b, issued after 12 May 1988 to a person by an issuer
referred to in subparagraph ii of paragraph e, pursuant to an
agreement in writing entered into after that date between that issuer
and a designated corporation referred to in subparagraph iii of
paragraph d or that will be referred to therein at the time the issuer
makes, out of the consideration received for the share, a qualified
investment, under which agreement the designated corporation
undertakes, firstly, to make expenditures in respect of scientific
research and experimental development carried on in Québec in an
amount exceeding 50 % of the consideration received for the share by
the issuer, in the period beginning on the day the issuer makes a
qualified investment in the designated corporation out of the
consideration received for the share, and ending on a date to be
stipulated by the issuer in the agreement and, secondly, to renounce,
in accordance with section 726.4.27, in respect of the share issued by
the issuer, in prescribed form, all or part of an amount the designated
corporation will be deemed to have paid under section 1029.7, 1029.8.6
or 1029.8.10 in respect of the expenditures so made, to the extent that
such expenditures do not exceed the consideration received for the
share by the issuer;

(d) “designated corporation” means a corporation that carries on
a business in Canada and that is either

i. a subsidiary controlled by an issuer, where the issuer is a
corporation referred to in section 965.11.5, 965.16, 965.16.0.1 or
965.16.0.2;

ii. a corporation described in paragraph d of section 965.11.1,
where the issuer is a corporation referred to in that section or in
section 965.11.6; or

ili. a corporation referred to in section 12 of the Act respecting
Québec business investment companies (R.S.Q., chapter S-29.1),
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Interpreta-
tion

where the issuer is a company referred to in section4, 4.1, 4.2 or 4.3 of
the said Act;

(e) “issuer”, in relation to a share issue, means a corporation that
is either

i. on the date of the receipt for the final prospectus or of the
exemption from filing a prospectus relating to the share issue, a
corporation whose assets are under $250 000 000 and that would be a
qualified corporation within the meaning of paragraph d of section
965.1, if that paragraph were read without the references to sections
965.11.7.1 and 965.12; or

ii. a company referred to in section 4, 4.1, 4.2 or 4.3 of the Act
respecting Québec business investment companies at the time a share
of the share issue is subscribed, or that will be referred to therein at
the time the company makes a qualified investment out of the proceeds
of the share issue;

() “public share issue” means the distribution of a share carried
out in accordance with a receipt from the Commission des valeurs
mobiliéres du Québec or an exemption from filing a prospectus
provided for in section 52 or 263 of the Securities Act (R.S.Q., chapter
V-1.1);

(@) “investment fund” means an investment fund within the
meaning of paragraph £.0.2 of section 965.1;

(h) “qualified investment” means a qualified investment within
the meaning of paragraph d of section 965.29;

(7) “scientific research and experimental development” means
scientific research and experimental development within the meaning
of the regulations under section 222;

() “valid qualifying security” means a valid qualifying security
within the meaning of paragraph ;.3 of section 965.1.

In this title,

(a) any reference to a person to whom a research and
development share is issued, or to a person who has given
consideration to an issuer for the issue of such a share, shall be
interpreted as a reference to the first purchaser of the share, other
than a dealer within the meaning of paragraph f of section 965.1 acting
as an intermediary or as firm underwriter;

(b) any reference to consideration received or given for a share
shall be interpreted as a reference to the cost of the share for the
person to whom it is issued, determined without taking into account
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the borrowing costs, custody fees or other similar costs related to the
share.

Agreement “726.4.19 For the purposes of subparagraph i of subparagraph
reaungio ¢ of the first paragraph of section 726.4.18, where a designated
and develop- corporation undertakes to meet the requirements referred to therein,
M ST an agreement to that effect shall be entered into between the issuer
referred to therein and the designated corporation, and the agreement
shall be described in the final prospectus or the application for

exemption from filing a prospectus.

More than “726.4.20 Where more than one designated corporation is a

T any " party to the agreement referred to in section 726.4.19 or in

;%rtggmem subparagraph ii of subparagraph ¢ of the first paragraph of section
726.4.18, for the purpose of determining if the undertakings referred
to in subparagraphs i and ii of that subparagraph ¢ have been fulfilled,
the aggregate of expenditures referred to in those subparagraphs,
made by all the designated corporations that are parties to the
agreement shall be taken into account.

“CHAPTER 1I
“RENUNCIATION

Renunciation “726.4.21 Where a person has given consideration to an issuer

by the issuer £ the issue of a research and development share of the issuer and,
during the period referred to in subparagraph i of subparagraph c¢ of
the first paragraph of section 726.4.18, the issuer has made
expenditures in respect of scientific research and experimental
development, the issuer may, in accordance with section 726.4.27,
renounce, in respect of the share, that part represented by the
proportion determined in section 726.4.30 of an amount equal to the
amount by which all or part of the amount he is deemed to have paid,
under section 1029.7, in respect of such expenditures made by him
during that period and on or before the day on which the renunciation
is made, exceeds the aggregate of the amounts he has otherwise
renounced under this section in respect of those expenditures on or
before the day on which the renunciation is made.

Maximum Notwithstanding the first paragraph, the amount of the

amount expenditures in respect of which the issuer may renounce an amount,
inrespect of a share, under the first paragraph, must in no case exceed
the lesser of
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(a) the amount by which the consideration received for the share
by the issuer exceeds the aggregate of the expenditures in respect of
which he has renounced an amount, in respect of the share, under this
section or section 726.4.23 or 726.4.25, on or before the day on which
the renunciation is made; and

(b) the amount by which 200% of the consideration received for.
the share by the issuer exceeds the aggregate of the adjusted cost of
the share, within the meaning of paragraph ¢ of section 965.1, and the
aggregate of expenditures in respect of which he has renounced an
amount, in respect of the share, under this section or section 726.4.23
or 726.4.25 on or before the day on which the renunciation is made.

Renunciation “726.4.22 Where a person has given consideration to an issuer

Bgs?gmted for the issue of a research and development share of the issuer and,

corporation  during the period referred to in subparagraph i or ii of subparagraph ¢
of the first paragraph of section 726.4.18, as the case may be, the
designated corporation referred to therein has made expenditures in
respect of scientific research and experimental development, the
designated corporation may, in accordance with section 726.4.27,
renounce, in respect of the share, that part represented by the
proportion determined in section 726.4.30 of an amount equal to the
amount by which all or part of the amount it is deemed to have paid,
under section 1029.7, in respect of such expenditures made by the
corporation during that period and on or before the day on which the
renunciation is made, exceeds the aggregate of the amounts it has
otherwise renunced under this section in respect of those
expenditures on or before the day on which the renunciation is made.

Maximum Notwithstanding the first paragraph, the amount of the

amount expenditures regarding which the designated corporation may
renounce an amount, in respect of a share, under the first paragraph,
must in no case exceed the lesser of

(a) the proportion of the amount by which the consideration
received for the share by the issuer exceeds the aggregate of the
expenditures in respect of which the designated corporation has
renounced an amount, in respect of the share, under this section or
section 726.4.24 or 726.4.26 on or before the day on which the
renunciation is made, that the part of the consideration received for
the share by the issuer, which has been used by the designated
corporation for expenditures referred to in the first paragraph, is of
the part of the consideration received for the share by the issuer which
has been used for such expenditures by all the designated corporations
that are parties to the agreement referred to in section 726.4.19 or in
subparagraph ii of subparagraph c of the first paragraph of section
726.4.18, as the case may be; and
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(b) the proportion determined in the third paragraph of the
amount by which

i. 200% of the consideration received for the share by the issuer
exceeds

ii. the aggregate of the adjusted cost of the share, within the
meaning of paragraph g of section 965.1, in the case of a qualifying
share referred to in subparagraph i of subparagraph b of the first
paragraph of section 726.4.18, or 100% of the consideration received
for the share by the issuer in the case of a share issued by a company
referred to in section 4 of the Act respecting Québec business
investment companies (R.S.Q., chapter S-29.1), or 125% of the
consideration in the case of a share issued by a company referred to in
section 4.1 or 4.2 of the said Act, or 150% of the consideration in the
case of a share issued by a company referred to in section 4.3 of the said
Act, and the aggregate of expenditures in respect of which the
designated corporation has renounced an amount, in respect of the
share, under this section or section 726.4.24 or 726.4.26 on or before
the day on which the renunciation is made.

The proportion referred to in subparagraph b of the second
paragraph is the proportion between the part of the consideration
received for the share by the issuer which has been used by the
designated corporation for expenditures referred to in the first
paragraph, and the part of the consideration received for the share by
the issuer which has been used for such expenditures by all the
designated corporations that are parties to the agreement referred to
in section 726.4.19 or in subparagraph ii of subparagraph c¢ of the first
paragraph of section 726.4.18, as the case may be.

“726.4.23 Where a person has given consideration to an issuer
for the issue of a research and development share of the issuer and,
during the period referred to in subparagraph i of subparagraph ¢ of
the first paragraph of section 726.4.18, the issuer made expenditures
in respect of scientific research and experimental development, the
issuer may, in accordance with section 726.4.27, renounce, in respect
of the share, that part represented by the proportion determined in
section 726.4.30 of an amount equal to the amount by which all or part
of the amount he is deemed to have paid, under section 1029.8.6, in
respect of such expenditures made by him during that period and on or
before the day on which the renunciation is made, exceeds the
aggregate of the amounts he has otherwise renounced under this
section in respect of those expenditures on or before the day on which
the renunciation is made.
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Maximum Notwithstanding the first paragraph, the amount of the

amount  axpenditures in respect of which the issuer may renounce an amount,
inrespect of a share, under the first paragraph, must in no case exceed
the lesser of

(@) the amount by which the consideration received for the share
by the issuer exceeds the aggregate of the expenditures in respect of
which he has renounced an amount, in respect of the share, under this
section or section 726.4.21 or 726.4.25, on or before the day on which
the renunciation is made; and

(b) the amount by which 200% of the consideration received for
the share by the issuer exceeds the aggregate of the adjusted cost of
the share, within the meaning of paragraph ¢ of section 965.1, and the
aggregate of expenditures in respect of which he has renounced an
amount, in respect of the share, under this section or section 726.4.21
or 726.4.25 on or before the day on which the renunciation is made.

Renunciation “926.4.24 Where a person has given consideration to an issuer
W mated fOr the issue of a research and development share of the issuer and,
corporation  during the period referred to in subparagraph i or ii of subparagraph c
of the first paragraph of section 726.4.18, as the case may be, the
designated corporation referred to therein made expenditures in
respect of scientific research and experimental development, the
designated corporation may, in accordance with section 726.4.27,
renounce, in respect of the share, that part represented by the
proportion determined in section 726.4.30 of an amount equal to the
amount by which all or part of the amount it is deemed to have paid,
under section 1029.8.6, in respect of such expenditures made by the
corporation during that period and on or before the day on which the
renunciation is made, exceeds the aggregate of the amounts it has
otherwise renounced under this section in respect of those
expenditures on or before the day on which the renunciation is made.

Maximum Notwithstanding the first paragraph, the amount of the

amomnt  axpenditures in respect of which the designated corporation may
renounce an amount, in respect of a share, under the first paragraph,
must in no case exceed the lesser of

(@) the proportion of the amount by which the consideration
received for the share by the issuer exceeds the aggregate of the
expenditures in respect of which the designated corporation has
renounced an amount, in respect of the share, under this section or
section 726.4.22 or 726.4.26 on or before the day on which the
renunciation is made, that the part of the consideration received for
the share by the issuer, which has been used by the designated
corporation for expenditures referred to in the first paragraph, is of
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the part of the consideration received for the share by the issuer which
has been used for such expenditures by all the designated corporations
that are parties to the agreement referred to in section 726.4.19 or in
subparagraph 1i of subparagraph ¢ of the first paragraph of section
726.4.18, as the case may be; and

(b) the proportion determined in the third paragraph of the
amount by which

i. 200% of the consideration received for the share by the issuer
exceeds

ii. the aggregate of the adjusted cost of the share, within the
meaning of paragraph ¢ of section 965.1, in the case of a qualifying
share referred to in subparagraph i of subparagraph b of the first
paragraph of section 726.4.18, or 100% of the consideration received
for the share by the issuer in the case of a share issued by a company
referred to in section 4 of the Act respecting Québec business
investment companies (R.S.Q., chapter S-29.1), or 125% of the
consideration in the case of a share issued by a company referred to in
section 4.1 or 4.2 of the said Act, or 150% of the consideration in the
case of a share issued by a company referred toin section 4.3 of the said
Act, and the aggregate of expenditures in respect of which the
designated corporation has renounced an amount, in respect of the
share, under this section or section 726.4.22 or 726.4.26 on or before
the day on which the renunciation is made.

The proportion referred to in subparagraph b of the second
paragraph is the proportion between the part of the consideration
received for the share by the issuer which has been used by the
designated corporation for expenditures referred to in the first
paragraph, and the part of the consideration received for the share by
the issuer which has been used for such expenditures by all the
designated corporations that are parties to the agreement referred to
in section 726.4.19 or in subparagraph ii of subparagraph c of the first
paragraph of section 726.4.18, as the case may be.

“726.4.25 Where a person has given consideration to an issuer

by the issuer for the issue of a research and development share of the issuer and,

during the period referred to in subparagraph i of subparagraph ¢ of
the first paragraph of section 726.4.18, the issuer has made
expenditures in respect of scientific research and experimental
development, the issuer may, in accordance with section 726.4.27,
renounce, in respect of the share, that part represented by the
proportion determined in section 726.4.30 of an amount equal to the
amount by which all or part of the amount he is deemed to have paid,
under section 1029.8.10, in respect of such expenditures made by him
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during that period and on or before the day on which the renunciation
is made, exceeds the aggregate of the amounts he has otherwise
renounced under this section in respect of those expenditures on or
before the day on which the renunciation is made.

Maximum Notwithstanding the first paragraph, the amount of the

amount - oxpenditures in respect of which the issuer may renounce an amount,
inrespect of a share, under the first paragraph, must in no case exceed
the lesser of

(a) the amount by which the consideration received for the share
by the issuer exceeds the aggregate of the expenditures in respect of
which he has renounced an amount, in respect of the share, under this
section or section 726.4.21 or 726.4.23, on or before the day on which
the renunciation is made; and

(b) the amount by which 200% of the consideration received for
the share by the issuer exceeds the aggregate of the adjusted cost of
the share, within the meaning of paragraph g of section 965.1, and the
aggregate of expenditures in respect of which he has renounced an
amount, in respect of the share, under this section or section 726.4.21
or 726.4.23 on or before the day on which the renunciation is made.

Renunciation “726.4.26 Where a person has given consideration to an issuer
gg;gmted for the issue of a research and development share of the issuer and,
corporation - during the period referred to in subparagraph i or ii of subparagraph ¢
of the first paragraph of section 726.4.18, as the case may be, the
designated corporation referred to therein made expenditures in
respect of scientific research and experimental development, the
designated corporation may, in accordance with section 726.4.27,
renounce, in respect of the share, that part represented by the
proportion determined in section 726.4.30 of an amount equal to the
amount by which all or part of the amount it is deemed to have paid,
under section 1029.8.10, in respect of such expenditures made by the
corporation during that period and on or before the day on which the
renunciation is made, exceeds the aggregate of the amounts it has
otherwise renounced under this section in respect of those
expenditures on or before the day on which the renunciation is made.

Maximum Notwithstanding the first paragraph, the amount of the

amount  expenditures in respect of which the designated” corporation may
renounce an amount, in respect of the share, under the first
paragraph, must in no case exceed the lesser of

(a) the proportion of the amount by which the consideration
received for the share by the issuer exceeds the aggregate of the
expenditures in respect of which the designated corporation has
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renounced an amount, in respect of the share, under this section or
section 726.4.22 or 726.4.24 on or before the day on which the
renunciation is made, that the part of the consideration received for
the share by the issuer, which has been used by the designated
corporation for expenditures referred to in the first paragraph, is of
the part of the consideration received for the share by the issuer which
has been used for such expenditures by all the designated corporations
that are parties to the agreement referred to in section 726.4.19 or in
subparagraph ii of subparagraph c of the first paragraph of section
726.4.18, as the case may be; and

(b) the proportion determined in the third paragraph of the
amount by which

i. 200% of the consideration received for the share by the issuer
exceeds

ii. the aggregate of the adjusted cost of the share, within the
meaning of paragraph g of section 965.1, in the case of a qualifying
share referred to in subparagraph i of subparagraph b of the first
paragraph of section 726.4.18, or 100 % of the consideration received
for the share by the issuer in the case of a share issued by a company
referred to in section 4 of the Act respecting Québec business
investment companies (R.S.Q., chapter S-29.1), or 125% of the
consideration in the case of a share issued by a company referred to in
section 4.1 or 4.2 of the said Act, or 150% of the consideration in the
case of a share issued by a company referred to in section 4.3 of the said
Act, and the aggregate of expenditures in respect of which the
designated corporation has renounced an amount, in respect of the
share, under this section or seection 726.4.22 or 726.4.24 on or before
the day on which the renunciation is made.

The proportion referred to in subparagraph b of the second
paragraph is the proportion between the part of the consideration
received for the share by the issuer which has been used by the
designated corporation for expenditures referred to in the first
paragraph, and the part of the consideration received for the share by
the issuer which has been used for such expenditures by all the
designated corporations that are parties to the agreement referred to
in section 726.4.19 or in subparagraph ii of subparagraph c of the first
paragraph of section 726.4.18, as the case may be.

“726.4.27 Any renunciation made by a corporation, under
sections 726.4.21 to 726.4.26, of an amount it is deemed to have paid
under section 1029.7, 1029.8.6 or 1029.8.10 as partial payment of its
tax payable under this Part for a taxation year in respect of
expenditures made in that taxation year and during the period
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referred to in subparagraphior ii, as the case may be, of subparagraph
¢ of the first paragraph of section 726.4.18, is valid,

(a) where the end of the taxation year of the corporation
coincides with the end of the calendar year, only if it is made on the last
day of that taxation year or within 30 days following the end of that
year, in respect of all or part of the amounts which it is deemed to have
so paid under section 1029.7, 1029.8.6 or 1029.8.10 for that taxation
year, where the whole taxation year is included in the period referred
to in subparagraph i or ii, as the case may be, of subparagraph c of the
first paragraph of section 726.4.18, or which it would be deemed to
have so paid for that taxation year under section 1029.7, 1029.8.6 or
1029.8.10, if those sections applied only to the part of the period
referred to in those subparagraphs which is included in that taxation
year, where that period begins after the beginning of that taxation
year or ends before the end of that year;

(b) where the end of the taxation year of the corporation does not
coincide with the end of the calendar year,

i. onlyifitis made on the last day of the taxation year or within 30
days following the end of that year, in respect of all or part of the
amounts it would be deemed to have so paid, under section 1029.7,
1029.8.6 or 1029.8.10, for that taxation year, if those sections applied
only to either that part of that taxation year included in the calendar
year in which that taxation year ends, where the whole of that part is
included in the period referred to in subparagraph i or ii, as the case
may be, of subparagraph c of the first paragraph of section 726.4.18, or
to the part of that period which is included in the calendar year in
which that taxation year ends, where that period begins after the
beginning of the calendar year or ends before the end of that taxation
year; or

ii. only if it is made on the last day of the calendar year or within
30 days following the end of that taxation year, in respect of all or part
of the amounts it would be deemed to have so paid, under section
1029.7, 1029.8.6 or 1029.8.10, for its taxation year beginning in the
calendar year, if those sections applied only to either that part of that
taxation year included in the calendar year in which that taxation year
began, where the whole of that part is included in the period referred
to in subparagraph i or ii, as the case may be, of subparagraph c of the
first paragraph of section 726.4.18, or to the part of that period which
is included in the calendar year in which that taxation year began,
where that period begins after the beginning of that taxation year or
ends before the end of that calendar year.

“926.4.28 For the purposes of this title, any renunciation that
is made within 30 days following the end of a taxation year or a
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calendar year is deemed, except for the purposes of section 726.4.34,
to be made at the end of such taxation year or calendar year, as the
case may be.

“726.4.29 Where a corporation renounces, under sections
726.4.21 to 726.4.26, in accordance with section 726.4.27, an amount in
respect of a particular share, the following rules apply:

(a) the corporation shall renounce, in accordance with section
726.4.27, in respect of each other share issued as part of the same
share issue as the particular share, an amount equal to the amount it
has so renounced in respect of the particular share,

(b) except for the purposes of the renunciation, the amount
deemed paid to which the renounced amount relates is deemed to have
never been an amount deemed paid by the corporation;

(¢) where the corporation has reduced, in accordance with the
second paragraph of section 1029.7, 1029.8.6 or 1029.8.10, a monthly
payment it was bound to make under section 1027, for a taxation year,
the amount, called “the reduction” in this paragraph, which has thus
reduced the monthly payment is deemed, for the purposes of
computing the interest payable pursuant to sections 1037 to 1040, not
to have so reduced it but to have reduced each of the monthly
payments the corporation was bound to make for the taxation year, by
an amount equal to the proportion of the reduction that unity is of the
number of payments the corporation was bound to make under section
1027 for the taxation year.

“726.4.30 The proportion referred to in the first paragraph of
each of sections 726.4.21 to 726.4.26 is, with reference to an issue of
research and development shares, the proportion that the
consideration received by the issuer for a single share included in the
issue is of the total consideration received for all the shares included in
the issue.

“CHAPTER III

“DEDUCTION

“726.4.31 An individual, other than a trust, may deduct, in
computing his taxable income for a taxation year, an amount not
exceeding his research and development base at the end of the year,
computed before any deduction for the year under this section.

“426.4.32 For the purposes of section 726.4.31, the research
and development base of an individual, other than a trust, at any time,
means an amount equal to the amount by which the aggregate of the
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following amounts exceeds the aggregate of the amounts he has
deducted under section 726.4.31 in computing his taxable income for a
taxation year ending before that time:

(a) 50% of the expenditures, other than the expenditures
referred toin paragraph g, in respect of which a corporation renounced
on or before that time, under section 726.4.21 or 726.4.22, in
accordance with section 726.4.27, an amount in respect of a research
and development share issued to the individual,

(b) his share of an amount equal to 50 % of the expenditures, other
than the expenditures referred to in paragraph £, in respect of which a
corporation renounced, on or before that time, under section 726.4.21
or 726.4.22, in accordance with section 726.4.27, an amount, during a
year, in respect of a research and development share issued to an
investment fund, if the individual is the owner, at the end of the year,
of a valid qualifying security which has been issued by the investment
fund;

(c) 100% of the expenditures in respect of which a corporation
renounced on or before that time under section 726.4.23 or 726.4.24, in
accordance with section 726.4.27, an amount in respect of a research
and development share issued to the individual;

(d) his share of an amount equal to 100% of the expenditures in
respect of which a corporation renounced, on or before that time,
under section 726.4.23 or 726.4.24, in accordance with section
726.4.27, an amount, during a year, in respect of a research and
development share issued to an investment fund, if the individual is
the owner, at the end of the year, of a valid qualifying security which
has been issued by the investment fund;

(e) 100% of the expenditures in respect of which a corporation
renounced on or before that time under section 726.4.25 or 726.4.26, in
accordance with section 726.4.27, an amount in respect of a research
and development share issued to the individual;

() his share of an amount equal to 100% of the expenditures in
respect of which a corporation renounced, on or before that time,
under section 726.4.25 or 726.4.26, in accordance with section
726.4.27, an amount, during a year, in respect of a research and
development share issued to an investment fund, if the individual is
the owner, at the end of the year, of a valid qualifying security which
has been issued by the investment fund,

(g9) 100% of the expenditures in respect of which a corporation
renounced on or before that time under section 726.4.21 or 726.4.22, in
accordance with section 726.4.27, an amount in respect of a research
and development share issued to the individual, to the extent that the
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expenditures are expenditures in respect of which the corporation
would have been deemed, without the renunciation, to have paid an
amount under section 1029.7 pursuant to section 1029.7.2;

(h) his share of an amount equal to 100% of the expenditures in
respect of which a corporation renounced, on or before that time,
under section 726.4.21 or 726.4.22, in accordance with section
726.4.27, an amount, during a year, in respect of a research and
development share issued to an investment fund, if the individual is
the owner, at the end of the year, of a valid qualifying security which
has been issued by the investment fund, to the extent that the
expenditures are expenditures in respect of which the corporation
would have been deemed, without the renunciation, to have paid an
amount under section 1029.7 pursuant to section 1029.7.2.

Amounts “926.4.33 In no case may an individual, other than a trust,
;:cxl'gg;gct include, in computing his research and development base, an amount
3§§e§§3§fgp. in respect of a research and development share issued to him or his
ment shares portion of an amount in respect of such a share issued to an investment

fund unless

(a) a favourable advance ruling was given by the Ministére du
Revenu regarding the share issue to which the research and
development share relates, in respect of the fulfilment of the
objectives of this title, either before the date of the receipt for the final
prospectus or of the exemption from filing a prospectus relating to the
share issue, as the case may be, in the case of a qualifying share
referred to in subparagraph i of subparagraph b of the first paragraph
of section 726.4.18, or before the date on which the issuer makes a
qualified investment in the case of a qualifying share referred to in
subparagraph ii of subparagraph b of the first paragraph of section
726.4.18;

(b) a certificate issued by an independent auditor attests that,
where a corporation has renounced an amount in respect of the share
under sections 726.4.21 to 726.4.26, the expenditures in respect of
scientific research and experimental development referred to in those
sections have been made; and

(c) the certificate referred to in paragraph b has been filed with
the Minister by the corporation on or before the day on or before which
it must file the form referred to in section 726.4.34.

“CHAPTER IV
“ADMINISTRATION

Filing in “926.4.34 Where a corporation renounces an amount under
rescribed  sections 726.4.21 to 726.4.26, it shall file with the Minister a preseribed

237



CHAP. 5 Taxation Act 1989

form in respect of the renunciation on or before the fifteenth day of the
month following that in which the renunciation is made.

Filing in Where the corporation referred to in the first paragraph is a
prescribed  eorporation referred to in subparagraph iii of subparagraph d of the

first paragraph of section 726.4.18, it shall also send the preseribed
form referred to in the first paragraph, within the time prescribed
therein, to the Société de développement industriel du Québec.

Information “426.4.35 Where a corporation has renounced under sections

return 726.4.21 to 726.4.26, in accordance with section 726.4.27, during a
year, an amount in respect of a research and development share issued
to an investment fund, the fund must, on or before the last day of the
second month following the end of the year, file with the Minister an
information return, in prescribed form, indicating the portion of the
expenditures, in respect of which the corporation renounced that
amount, which the fund has allotted to each of the individuals who
were owners, at the end of the year, of a valid qualifying security
issued by the fund.

Verification “726.4.36 Where a corporation has renounced, in respect of a

bythe  share, any amount under sections 726.4.21 to 726.4.26, sections 38 to
40.1 of the Act respecting the Ministére du Revenu (R.S.Q., chapter
M-31) apply, with such modifications as the circumstances require and
without restricting their generality, for the purpose of permitting the
Minister to verify or ascertain

(a) expenditures for scientific research and experimental
development in respect of which the corporation has renounced that
amount;

(b) the amounts renounced by the corporation in respect of those
expenditures, and

(¢) any information relating to expenditures in respect of which
the corporation has renounced an amount or to the amounts renounced
by the corporation.

Fiscal The first paragraph applies notwithstanding that a fiscal return
T d  has not been filed by a person under section 1 000 for the taxation year
of the person in which the corporation has so renounced an amount in

respect of the share issued to it.

Renunciation “926.4.37 Where the aggregate of all amounts that a
exceeding - corporation purported to renounce, in respect of one or several shares
permitted  iSsued to persons under one of sections 726.4.21 to 726.4.26 in respect
of expenses incurred by it in any period ending on the date on which
renunciation is made exceeds the aggregate of all amounts it may
renounce under that section in respect of such shares, in accordance

with section 726.4.27, the corporation shall
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(@) reduce the amounts so renounced in respect of one or several
of those shares to effect a reduction in the aggregate of the amounts so
purported to be renounced by the amount of the excess; and

(b) file a statement with the Minister indicating the adjustments
made in the amounts so renounced.

Where, in the case described in the first paragraph, the
corporation fails to comply with subparagraphs a and b of that
paragraph within 30 days after notice in writing by the Minister has
been forwarded to the corporation that a reduction as provided in the
said subparagraph a is or will be required for the purposes of any
assessment of tax under this Part, the Minister may, for the purposes
of this title, reduce the amounts purported to be renounced by the
corporation in respect of one or several of the shares referred to in the
first paragraph to effect a reduction in the aggregate of the amounts so
purported to be renounced by the corporation by the amount of the
excess referred to in that paragraph.

In either such case, notwithstanding section 726.4.29, the amount
renounced by the corporation in respect of each of the shares is
deemed to be the amount as reduced by the corporation or the
Minister, as the case may be.

“TITLE VL.3.4

“ADDITIONAL ALLOWANCES IN RESPECT OF EXPENDITURES FOR
SCIENTIFIC RESEARCH AND EXPERIMENTAL DEVELOPMENT

“CHAPTER I

“ADDITIONAL ALLOWANCE IN RESPECT OF CERTAIN
EXPENDITURES FOR SCIENTIFIC RESEARCH AND EXPERIMENTAL
DEVELOPMENT

“426.4.38 An individual may deduct, in computing his taxable
income for his taxation year 1988, an amount not exceeding the
amount by which

(@) 33 %% of the expenditures deductible under subsection 1 of
section 222 or paragraph a of section 223 made by him in Québec, in
carrying on a business in Canada, after 30 April 1987 and before
1 January 1989 as part of a scientific research and experimental
development project in which he was involved on or before 12 May
1988 for scientific research and experimental development within the
meaning of the regulations under section 222, undertaken in Québec
by or on behalf of the individual, except expenditures referred to in
paragraph e of subsection 1 of section 222 which, but for subsection 3 of
section 175.1, would not be deductible in computing the income of the
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individual for the year and expenditures deductible under section
726.4.48, exceeds

(b) the aggregate of all amounts deducted by him under section
358.1, inrespect of those expenditures, in computing his income for his
taxation year 1987.

For the purpose of determining if the individual was involved in a
scientific research and experimental development project on or before
12 May 1988, only such a plan is to be considered in respect of which at
least a part of the aggregate of the expenditures for scientific research
and experimental development relating thereto were made thoughout
a period which precedes or includes that date.

“726.4.39 An individual may also deduct in computing his
taxable income for his taxation year 1988 an amount not exceeding the
amount by which

(@) 33 %% of his portion of the expenditures deductible under
subsection 1 of section 222 or paragraph a of section 223 made by a
partnership in Québec, in carrying on a business in Canada, after
30 April 1987 as part of a scientific research and experimental
development project, within the meaning of the regulations under
section 222, in which the partnership was involved on or before 12 May
1988, in a fiscal period of the partnership which ended on or before
31 December 1988 if the individual was a member of the partnership
at the end of that fiscal period and was not a specified member or a
limited partner within the meaning of section 613.6, of the partnership
during that fiscal period, for that scientific research and experimental
development undertaken in Québec by or on behalf of the partnership,
except expenditures referred to in paragraph e of subsection 1 of
section 222 which, but for subsection 3 of section 175.1, would not be
deductible in computing the partnership income for that fiscal period
and expenditures deductible under section 726.4.49, exceeds

(b) the aggregate of all amounts deducted by him under section
358.2,in respect of those expenditures, in computing his income for his
taxation year 1987.

For the purpose of determining if the partnership referred to in
subparagraph a of the first paragraph was involved in a scientific
research and experimental development project on or before 12 May
1988, only such a project is to be considered in respect of which at least
a part of the aggregate of expenditures for scientific research and
experimental development relating thereto were made throughout a
period which precedes or includes that date.

“726.4.40 An individual may deduct, in computing his taxable
income for a taxation year subsequent to his taxation year 1987, an
amount not exceeding the amount by which
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(@) 33 Y5% of his portion of the expenditures deductible under
subsection 1 of section 222 or paragraph a of section 223 made by a
partnership in Québec, in carrying on a business in Canada, after
30 April 1987 and either before 13 May 1988 or after 12 May 1988 out
of the amounts collected on or before that date in a fiscal period of the
partnership which ended in the year or in a previous year if he was a
member of the partnership at the end of that fiscal period and was a
specified member or a limited partner, within the meaning of section
613.6, of the partnership during that fiscal period, for scientific
research and experimental development, within the meaning of the
regulations under section 222, undertaken in Québec by or on behalf of
the partnership in that fiscal period, except expenditures referred to
in paragraph e of subsection 1 of section 222 which, but for subsection 3
of section 175.1, would not be deductible in computing the partnership
income for that fiscal period and expenditures deductible under
section 726.4.50, exceeds

(b) the aggregate of all amounts deducted by him in respect of
those expenditures under this section in computing his taxable income
for a previous taxation year and under section 358.2 in computing his
income for his taxation year 1987.

Individual’s Notwithstanding the foregoing, subject to section 726.4.51, the

Z‘;;Q‘;gﬁure individual’s share of the expenditures contemplated in the first
paragraph made by the partnership in the fiscal period referred to
therein must not exceed the amount by which the at-risk amount of his
interest determined in respect of the partnership pursuant to sections
613.2t0613.5 at the end of the fiscal period exceeds the amount used as
the basis for computing, in respect of that fiscal period, the amount he
may deduct under section 726.4.50.

Expendi- For the purposes of this section, where expenditures in respect of
s ated Scientific research and experimental development made by a
to a business partnership are not contemplated in the first paragraph for the sole
nership reason that the scientific research and experimental development in
respect of which the expenditures are made are not related to a
business of the partnership, the expenditures made by the
partnership are deemed to be expenditures contemplated by such

paragraph where

(a) the partnership is, throughout the period in which the
expenditures for the scientific research and experimental
development are undertaken, related to another partnership no
member of which is a corporation referred to in section 984 or 985 or
with a taxpayer other than a corporation referred to in one of such
sections, that carries on a business in Canada;

(b) the scientific research and experimental development are
related to the business of the other partnership or of the taxpayer
contemplated in subparagraph a of this paragraph;
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(c) the other partnership or the taxpayer contemplated in
subparagraph a of this paragraph is entitled to exploit the results of
such scientific research and experimental development.

Amount For the purposes of subparagraph a of the first paragraph, any
collected  gmount collected after 12 May 1988 is deemed to have been collected
on or before that date if it was collected

(a) through a distribution made in accordance with a final
prospectus for which the receipt was granted on or before that date;

(b) through a distribution made in accordance with a final
prospectus for which the receipt was granted after 12 May 1988 but
not later than 30 June 1988, if the receipt for the preliminary
prospectus which preceded the distribution was granted on or before
12 May 1988;

(c) through a distribution made before 12 May 1988 under an
exemption from filing a prospectus pursuant to section 48 or 51 of the
Securities Act (R.S.Q., chapter V-1.1);

(d) through a distribution made after 12 May 1988 under an
exemption from filing a prospectus pursuant to section 48 of the
Securities Act in accordance with an offering memorandum received
by the Commission des valeurs mobilieres du Québec on or before
12 May 1988;

(e) through a distribution made after 12 May 1988 but not later
than 30 June 1988 and used for the purpose of making an expenditure,
which is deductible under subsection 1 of section 222 or paragraph a of
section 223, pursuant to an agreement in writing entered into on or
before 12 May 1988.

Amount For the purposes of the fourth paragraph, an amount collected

collected  through a distribution made under subparagraph b or d of that

distribution paragraph is such an amount up to the amount determined under the
preliminary prospectus or the offering memorandum, as the case may
be, equal to that part of the anticipated proceeds of the distribution
provided for in the preliminary prospectus or the offering
memorandum, as the case may be, which was to be used for
expenditures for scientific research and experimental development,
within the meaning of the regulations under section 222.

Capital “726.4.41 For the purposes of this chapter, expenditures of a

expenditures o apital nature referred to in paragraph a of section 223, made in
Québec by an individual in a taxation year or by a partnership during a
fiscal period include only expenditures made to acquire, in the year or
during the fiscal period, property other than land or a leasehold
interest in respect of land intended to be used in Québec within a
reasonable time after it is acquired.
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Expendi- “726.4.42 For the purposes of this chapter, the expenditures
fes cearch fOT_scientific research and experimental development made by an
and develop- individual or a partnership in a taxation year or during a fiscal period,
as the case may be, include the aggregate of the amounts that are
expenditures made by the individual or the partnership, as the case
may be, in the taxation year or during the fiscal period, as repayment

of an amount referred to in paragraph b of section 225.

“CHAPTER 1II
“ADDITIONAL DEDUCTION FOR UNIVERSITY RESEARCH

“DIVISION 1
“INTERPRETATION
Interpreta- “726.4.43 In this chapter,
“university (a) “university research contract” means a contract that a

research  partnership, carrying on a business in Canada or a prescribed linkage
agency commissioned by such a partnership enters into between
30 April 1987 and 1 January 1991 with an eligible university entity,
whereunder the latter binds itself to make in Québec, before
1 January 1993, on behalf of the partnership, expenditures in respect
of scientific research and experimental development directly
undertaken by the entity, related to a business of the partnership or of
the other partnership or the taxpayer contemplated in the third
paragraph of section 726.4.50 to which the partnership is related,
where the latter are entitled to exploit the resuits thereof;

“eligible (b) “eligible university entity” means a Québec university or any

:[rllmeyrsny other prescribed body;

“tax-exempt (c) “tax-exempt individual” means a trust one of the capital or

individual” i come beneficiaries of which is a person exempt from tax pursuant to
Book VIII of this Part or a tax-exempt corporation within the meaning
of paragraph d of section 1029.8.1;

“scientific (d) “scientific research and experimental development” means

arch i scientific research and experimental development within the meaning

mental  of the regulations under section 222.

develop-
ment”

“DIVISION II

“GENERAL

Contract “426.4.44 For the purposes of section 726.4.43, where a
w"‘.’b’:}i.""t research contract was entered into before 1 May 1987 with an entity
researeh’
contract

243



CHAP. 5 Taxation Act 1989

which, after 30 April 1987, is an eligible university entity, where
expenditures for scientific research and experimental development
were to be made under the research contract, and where,
subsequently to that research contract, another research contract,
which would be a university research contract but for this section, is
entered into, that other research contract is deemed, if the Minister so
decides, not to be a university research contract if it may reasonably
be considered to relate to expenditures for scientific research and
experimental development covered by the earlier research contract
entered into before 1 May 1987 and if the other research contract is
entered into with

(a) the partnership having entered into the earlier research
contract, or

(b) a person or partnership related to the partnership
contemplated in paragraph a.

Included “926.4.45 For the purposes of this chapter, expenditures for
expenditures g njantific research and experimental development

(@) do not include expenditures made to acquire rights in, or
arising out of, scientific research and experimental development,

(b) include only, subject to paragraph c, the following
expenditures made before 1 January 1993:

1. expenditures each of which was an expenditure made for and
all or substantially all of which were attributable to the prosecution, or
to the provision of premises, facilities or equipment for the
prosecution, of scientific research and experimental development in
Québec;

ii. expenditures of a current nature that were directly
attributable, as determined by regulation under subparagraph ii of
subparagraph b of the first paragraph of section 230, to the
prosecution, or to the provision of premises, facilities or equipment for
the prosecution, of scientific research and experimental development
in Québec;

(¢) do not include any expenditure referred to in any of
subparagraphs a to d of the first paragraph of section 230.0.0.2.

Capital “426.4.46 For the purposes of this chapter, expenditures of a
expenditures napital nature made by an eligible university entity in a taxation year
of an individual or during a fiscal period of a partnership include only
expenditures made to acquire, in the year or during the fiscal period,
property other than land or a leasehold interest in respect of land
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intended to be used in Québec within a reasonable time after it is
acquired.

“726.4.47 For the purposes of this chapter, scientific research
and experimental development relating to a business includes any
scientific research and experimental development that may lead to or
facilitate an extension of that business.

“DIVISION III

“ALLOWANCES

“726.4.48 An individual other than a tax-exempt individual
may deduct, in computing his taxable income for his taxation year
1988, an amount not exceeding the amount by which

(a) 66 %5 % of the whole or that part of the amount which he paid,
in carrying on a business in Canada, after 30 April 1987 and before
1 January 1989 as part of a scientific research and experimental
development project in which he was involved on or before 12 May
1988, to an eligible university entity under a university research
contract and that may reasonably be considered to be attributable to
expenditures of a current nature or expenditures of a capital nature,
deductible under subsection 1 of section 222 or paragraph a of section
223, for such scientific research and experimental development which
the eligible university entity made in Québec under the university
research contract, exceeds

(b) the aggregate of all amounts deducted by him under section
358.10 in computing his income for his taxation year 1987.

For the purpose of determining if the individual was involved in a
scientific research and experimental development project on or before
12 May 1988, only such a project is to be considered in respect of which
auniversity research contract for scientific research and experimental
development was entered into on or before 12 May 1988.

“426.4.49 An individual other than a tax-exempt individual
may also deduct, in computing his taxable income for his taxation year
1988, an amount not exceeding the amount by which

(@) 66 %5% of his portion of the whole or that part of the amount
which the partnership paid, in carrying on a business in Canada, after
30 April 1987 as part of a scientific research and experimental
development project in which the partnership was involved on or
before 12 May 1988, during a fiscal period of the partnership which
ended on or before 31 December 1988 if he was a member of the
partnership at the end of that fiscal period and was not a specified
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member or a limited partner, within the meaning of section 613.6, of
the partnership during that fiscal period, to an eligible university
entity under a university research contract and that may reasonably
be considered to be attributable to expenditures of a current nature or
expenditures of a capital nature, deductible under subsection 1 of
section 222 or paragraph a of section 223, for scientific research and
experimental development which the eligible university entity made
in Québec under the university research contract, exceeds

(b) the aggregate of all amounts deducted by him under section
358.11 in computing his income for his taxation year 1987.

For the purpose of determining if the partnership referred to in
subparagraph a of the first paragraph was involved in a scientific
research and experimental development project on or before 12 May
1988, only such a project is to be considered in respect of which a
university research contract for scientific research and experimental
development was entered into on or before 12 May 1988.

“726.4.50 An individual other than a tax-exempt individual
may deduct, in computing his taxable income for a taxation year
subsequent to his taxation year 1987, an amount not exceeding the
amount by which

(@) 66 2/3% of his share in the whole or the part of an amount
which the partnership paid, in carrying on a business in Canada, after
30 April 1987 and either before 13 May 1988 or after 12 May 1988 out of
the amounts collected on or before that date, during a fiscal period of
the partnership which ended in the year or in a previous year if he was
a member of the partnership at the end of that fiscal period and was a
specified member or a limited partner, within the meaning of section
613.6, of the partnership during that fiscal period, to an eligible
university entity under a university research contract and that may
reasonably be considered to be attributable to expenditures of a
current nature or expenditures of a capital nature, deductible under
subsection 1 of section 222 or paragraph a of section 223 for such
scientific research and experimental development made in Québec by
the eligible university entity under a university research contract,
exceeds

(b) the aggregate of all amounts deducted by him in respect of
those amounts under this section in computing his taxable income for a
previous taxation year and under section 358.11 in computing his
income for his taxation year 1987.

Notwithstanding the foregoing and subject to section 726.4.51,
the individual’s share in the whole or part of an amount referred to in
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the first paragraph which the partnership paid during a fiscal period
referred to therein must not exceed his at-risk amount in respect of the
partnership interest determined under sections 613.2 to 613.5 at the
end of the fiscal period.

Amount For the purposes of this section and of the definition of the
gjﬁ“ﬁ,‘i expression “university research contract”, where an amount paid by a
;gieggcvzlop_ partnership to an eligible university entity under a university
ment research contract is not contemplated in the first paragraph for the
sole reason that the scientific research and experimental development
in respect of which the amount is paid are not related to a business of
the partnership, the amount paid by the partnership is deemed to be

an amount contemplated by such paragraph where

(a) the partnership is, throughout the period in which the
expenditures for the scientific research and experimental
development are undertaken, related to another partnership no
member of which is a tax exempt corporation within the meaning of
paragraph d of section 1029.8.1 or a tax-exempt individual, or with a
taxpayer other than a tax exempt corporation within the meaning of
that paragraph d, or a tax-exempt individual, that carries on a
business in Canada;

(b) the scientific research and experimental development are
related to a business of the other partnership or of the taxpayer
contemplated in subparagraph a of this paragraph;

(c) the other partnership or the taxpayer contemplated in
subparagraph a of this paragraph is entitled to exploit the results of
such scientific research and experimental development.

Amount For the purposes of subparagraph a of the first paragraph, any
deemed  amount collected after 12 May 1988 is deemed to have been collected

onor before ON or before that date if it was collected
12 May 1988

(a) through a distribution made in accordance with a final
prospectus for which the receipt was granted on or before that date;

(b) through a distribution made in accordance with a final
prospectus for which the receipt was granted after 12 May 1988 but
not later than 30 June 1988, if the receipt for the preliminary
prospectus which preceded the distribution was granted on or before
12 May 1988;

(¢) through a distribution made before 12 May 1988 under an
exemption from filing a prospectus pursuant to section 48 or 51 of the
Securities Act (R.S.Q., chapter V-1.1);
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(d) through a distribution made after 12 May 1988 under an
exemption from filing a prospectus pursuant to section 48 of the
Securities Act in accordance with an offering memorandum received
by the Commission des valeurs mobiliéres du Québec on or before 12
May 1988;

(e) through a distribution made after 12 May 1988 but not later
than 30 June 1988 and used for the purpose of making an expenditure,
which is deductible under subsection 1 of section 222 or paragraph a of
section 223, pursuant to an agreement in writing entered into on or
before 12 May 1988.

For the purposes of the fourth paragraph, an amount collected
through a distribution made under subparagraph b or d of that
paragraph is such an amount up to the amount determined under the
preliminary prospectus or the offering memorandum, as the case may
be, equal to that part of the advance proceeds of the distribution
provided for in the preliminary prospectus or the offering
memorandum, as the case may be, which was to be used for
expenditures for scientific research and experimental development,
within the meaning of the regulations under section 222.

“726.4.51 Anindividual who would be contemplated in section
726.4.40 or 726.4.50 if those sections were read without reference to
the words “a specified member or” shall not deduct any amount in
respect of expenditures of a partnership contemplated in one or the
other of such sections, unless a favourable advance ruling has been
given by the Ministere du Revenu regarding the proposed financing
for those expenditures either before the date of the receipt for the final
prospectus or of the exemption from filing a prospectus, as the case
may be, relating to the acquisition of his interest in the partnership, or
before the date of subsecription for such interest in other cases.

“726.4.52 No individual may deduct in computing his taxable
income an amount or his share of an amount referred to in section
726.4.48, 726.4.49 or 726.4.50 relating to a university research
contract entered into after 18 December 1987 unless a favourable
advance ruling has been given by the Ministere du Revenu regarding
the university research contract to which the amount or the share of an
amount, as the case may be, relates, before an amount is paid, under
the contract, to an eligible university entity.

Where a university research contract is entered into by a
prescribed linkage agency, the favourable advance ruling referred to
in the first paragraph must be obtained by that agency.
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In addition, where an amount or a share of an amount relates to
more than one university research contract, the favourable advance
ruling referred to in the first paragraph must be given with regard to
each university research contract to which the amount or the share of
an amount, as the case may be, relates.

Finally, where an amount was paid, pursuant to a university
research contract, to an eligible university entity before the contract
was the subject of a favourable advance ruling given by the Ministére
du Revenu, the amount so paid is deemed, solely for the purposes of
the first paragraph,to have been paid after a favourable advance
ruling was given by the Ministéere du Revenu with regard to the
contract, where

(a) an application for an advance ruling with regard to the
contract was filed with the Ministere du Revenu within 90 days after
the contract was entered into;

(b) the Ministére du Revenu has given a favourable ruling with
regard to the contract.”

(2) This section, where it enacts sections 726.4.1 to 726.4.17 of
the Taxation Act, applies from the taxation year 1988.

(3) This section, where it enacts sections 726.4.18 to 726.4.37 of
the Taxation Act, has effect from 13 May 1988.

(4) This section, where it enacts sections 726.4.38 to 726.4.52 of
the Taxation Act, applies, subject to subsections 5 to 13 of this section,
from the taxation year 1988.

(5) Where sections 726.4.40 and 726.4.50 of the Taxation Act, as
enacted by this section, apply in respect of an expenditure made
before 16 December 1987 or an expenditure referred to in subsection
6, the words “are not related to a business” and “are related to a
business” must be replaced, wherever they appear, by the words “are
not related to the business or the class of business” and “are related to
the business or the class of business”, respectively.

(6) Any expenditure to which subsections 5 and 11 refer is an
expenditure made after 15 December 1987 and before 1 January 1989,

(a) pursuant to
i. anobligation entered into in writing before 16 December 1987,

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before 16
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December 1987 with a public authority in Canada pursuant to and in
accordance with the securities legislation of any province in Canada,
or

ili. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, and was distributed before 16 December
1987, solicitations in respect of the sale of the securities contemplated
by the offering memorandum were made before 16 December 1987,
and the sale of the securities was substantially in accordance with the
offering memorandum,

(b) by way of a payment made to an entity referred to in any of
paragraphs a to c of subsection 1 of section 222 of the Taxation Act, as
enacted by subsection 1 of section 49, as part of a public fund raising
campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by that entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
property necessary for the equipment of such a building for the
purpose for which that building was intended.

(7) For the purposes of paragraph a of subsection 6, where the
expenditure is made after 15 December 1987 by way of a payment to an
entity referred to in any of paragraphs a to e of subsection 1 of section
222 of the Taxation Act, as enacted by subsection 1 of section 49, the
scientific research and experimental development to be undertaken in
accordance with the payment must be carried on before 1 January
1989.

(8) Where sections 726.4.41 and 726.4.46 of the Taxation Act, as
enacted by this section, apply in respect of an expenditure made
before 16 December 1987 or in respect of an expenditure made after 15
December 1987 and before 1 January 1989 pursuant to an obligation
entered into in writing before 16 December 1987 or to the terms of a
final prospectus, a preliminary prospectus, a registration statement
or an offering memorandum filed before 16 December 1987 with a
public authority in Canada pursuant to and in accordance with the
securities legislation of any province in Canada, or the terms of an
offering memorandum distributed as part of an offering of securities
where the offering memorandum contained a complete or
substantially complete description of the securities contemplated in
the offering as well as the terms and conditions of the offering of the
securities and was distributed before 16 December 1987, solicitations
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in respect of the sale of the securities contemplated by the offering

memorandum were made before 16 December 1987 and the sale of the
securities was substantially in accordance with the offering

;nﬁmorandum, the said sections 726.4.41 and 726.4.46 shall be read as
ollows:

“726.4.41 For the purposes of this chapter, expenditures of a
capital nature referred to in paragraph a of section 223 made in Québec
by an individual in a taxation year or by a partnership during a fiscal
period include only expenditures made to acquire, in the year or
during the fiscal period, property other than land intended to be used
in Québec within a reasonable time after it is acquired.

“726.4.46 For the purposes of this chapter, expenditures of a
capital nature made by an eligible university entity in a taxation year
of an individual or during a fiscal period of a partnership include only
expenditures made to acquire, in the year or during the fiscal period,
property other than land intended to be used in Québec within a
reasonable time after it is acquired.”

(9) Where section 726.4.42 of the Taxation Act, as enacted by this
section, applies in respect of an expenditure made before 1 May 1988,
the said section 726.4.42 shall be read as follows:

“426.4.42 For the purposes of this chapter, the expenditures
for scientific research and experimental development made by an
individual or a partnership in a taxation year or during a fiscal period,
as the case may be, include, to the extent prescribed by the
regulations made under section 224, an amount not exceeding the
expenditures made by the individual or the partnership, as the case
may be, in the taxation year or during the fiscal period, as repayment
of the amounts paid to him or it in respect of expenditures for scientifie
research and experimental development made in Québec after 30
April 1987 for the purpose of advancing or sustaining the technological
capability of a Canadian industry.”

(10) Subject to subsection 11, where section 726.4.43 of the
Taxation Act, as enacted by this section, applies in respect of a
university research contract entered into before 13 May 1988, that
section 726.4.43 shall be read as follows:

“726.4.43 In this chapter,

(a) “university researcher” means an individual who is a
professor with at least full professor status at a Québec university;

(b) “university research contract” means a contract that an
individual or a partnership, carrying on a business in Canada, enters
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into between 30 April 1987 and 13 May 1988 with an eligible university
entity, whereunder the latter binds itself to make in Québec, before 1
January 1993, on behalf of the individual or the partnership,
expenditures in respect of scientific research and experimental
development directly undertaken by the entity, related to a business
of the individual or partnership or of the other partnership or the
taxpayer contemplated in the third paragraph of section 726.4.50 to
whom or which the partnership is related, where the latter are
entitled to exploit the results thereof;

(c) “specified employee” means an individual who, at a particular
time during the term of a university research contract, is

i. an employee of the individual or partnership having entered
into the university research contract;

ii. an employee of a person or partnership related to the
individual or partnership contemplated in subparagraph i;

iii. an individual who ceased to be an employee contemplated in
subparagraph i or ii less than six months previously;

(d) “eligible university entity” means a university researcher, a
university research team, a Québec university or any other prescribed
body;

(e) “university research team” means a group of individuals no
member of which is a specified employee at any time during the term of
a university research contract entered into by the group, and which is
composed of

i. university researchers, or

ii. at least one university researcher and employees of a Québec
university or of a research centre or laboratory centre attached to a
Québec university;

(f) “tax-exempt individual” means a trust one of the capital or
income beneficiaries of which is a person exempt from tax pursuant to
Book VIII of this Part or a tax-exempt corporation within the meaning
of paragraph d of section 1029.8.1;

(g) “scientific research and experimental development” means
scientific research and experimental development within the meaning

and
expe“glental of the regulations under section 222.”

(11) Where paragraph b of section 726.4.43, as enacted by this
section and as it must be read under subsection 10, applies in respect of
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an expenditure made before 16 December 1987 or in respect of an
expenditure referred to in subsection 6, it shall be read by replacing
the words “related to a business”, wherever they appear, by the words
“related to the business or the class of business”.

(12) Where section 726.4.47 of the Taxation Act, as enacted by
this section, applies before 16 December 1987, that section 726.4.47
shall be read as follows:

Research “726.4.47 For the purposes of this chapter, scientific research
and develop- gnd experimental development relating to a business or class of
lating business includes any scientific research and experimental

development that may lead to or facilitate an extension of that
business or class of business.”

(13) This section, where it enacts section 726.4.52 of the Taxation
Act, applies in respect of an amount or a share of an amount which an
individual may deduct under section 726.4.48, 726.4.49 or 726.4.50 of
the said Act, where the amount or the share of an amount, as the case
may be, is related to a university research contract entered into after
18 December 1987. However, where that section 726.4.52 applies in
respect of such an amount or of such a share of an amount that is
related to a university research contract entered into

(@) after 18 December 1987 and before 12 May 1988,
i. the second paragraph thereof does not apply, and
ii. the fourth paragraph thereof shall be read as follows:

Amounts “Finally, where an amount was paid, pursuant to a university
paid before  yogearch contract, to an eligible university entity before the contract
ruling was the subject of a favourable advance ruling given by the Ministére

du Revenu, the amount so paid is deemed, solely for the purposes of
the first paragraph, to have been paid after a favourable advance
ruling was given by the Ministéere du Revenu with regard to the
contract, where

(a) an application for an advance ruling with regard to the
contract was filed with the Ministére du Revenu on or before 31
December 1988;

(b) the Ministére du Revenu has given a favourable ruling with
regard to the contract.”,

(b) after 11 May 1988 and before 6 April 1989, the fourth
paragraph thereof shall be read by replacing the words “within 90 days
of the making of the contract”, wherever they appear, by the words
“on or before 5 July 1989”.
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87. (1) Section 726.22 of the said Act, enacted by section 65 of
chapter 18 of the statutes of 1988, is amended by replacing paragraph i
of subparagraph a of the first paragraph by the following paragraph:

“l. the amount received or the value of the benefit, as the case
may be, does not exceed a prescribed amount, is included and is not
otherwise deducted in computing his income for the year, and is not
included in computing an amount deducted under section 752.0.11 for
the year or any other taxation year; and”.

(2) This section applies from the taxation year 1988.

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

“TITLE VI.7
“DISABILITY PENSION

“726.24 Where an individual receives, in a taxation year, an
amount consisting, in whole or in part, of a retroactive disability
pension payment under the Act respecting the Québec Pension Plan
(R.S.Q., chapter R-9) which relates to a previous taxation year and, as
aresult thereof, he must repay all or part of an amount he has received
under the Act respecting industrial accidents and occupational
diseases (R.S.Q., chapter A-3.001), the Social Aid Act (R.S.Q.,
chapter A-16) or the Automobile Insurance Act (R.S.Q., chapter
A-25), he may include, in computing his taxable income for that
previous year, an amount not exceeding that part of the amount so
received as such which may reasonably be considered to relate to that
previous taxation year.

“726.25 An individual who has included, in computing his
taxable income for a taxation year, under section 726.24, an amount
relating to a retroactive payment referred to in the said section which
he received during a subsequent taxation year, may deduct, in
computing his taxable income for that subsequent taxation year, all or
part of the amount of that payment which he has so included in
computing his taxable income.”

(2) This section applies in respect of a retroactive disability
pension payment received after 31 December 1985.
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89. (1) Section 728.0.1 of the said Act, amended by section 143
of chapter 67 of the statutes of 1987, is again amended by replacing
paragraph a by the following paragraph:

“(a) the aggregate of his losses for the year from an office,
employment, business or property, his allowable business investment
losses for the year, of the amounts deducted by him in computing his
taxable income for the year under sections 726.4.1, 726.4.3 to 726.4.7
and 726.6 to 726.20, or that he could have so deducted for the year
under section 726.4.3 if his income had been sufficient therefor, and of
all amounts deductible in computing his taxable income for the year
pursuant to section 725, 725.2 to 725.6, 738 to 746 or 845 exceeds”.

(2) This section applies from the taxation year 1988.

90. (1) Section 737.1 of the said Act is amended

(1) by striking out paragraph a;

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

“(b) “accumulated averaging amount” of an individual means,

i. at the end of a taxation year ending before 1 January 1998 and
that is not the year in which he died, the product determined under
section 737.2;

ii. at the end of the taxation year ending before 1 January 1998
and in which he died, nil, where the tax payable by the individual
under this Part for that year is computed under sections 758 to 766.1,
and the product determined under section 737.2 in any other case;

iii. at any time after 31 December 1997, nil.”;
(3) by striking out paragraph c.
(2) This section applies from the taxation year 1988.

91. (1) Section 737.2 of the said Act is replaced by the following
section:

“437.2 The accumulated averaging amount of an individual at
the end of a taxation year ending before 1 January 1998, other than the
taxation year in which he died, is obtained by multiplying

(a) the amount by which his accumulated averaging amount at
the end of the preceding taxation year exceeds the amount he
designates in his election for the year under section 737.8, by
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(b) theratio that the Consumer Price Index for Canada published
by Statistics Canada under the Statistics Act (Statutes of Canada) for
the twelve-month period ending on 30 September of that year bears to
the Consumer Price Index so published for the twelve-month period
ending on 30 September of the preceding year, which ratio must be
adjusted in such manner as may be prescribed and rounded to the
nearest one-thousandth or, where the ratio is equidistant from two
one-thousandths, to the higher thereof.”

(2) This section applies from the taxation year 1988.

92. (1) Section 737.3 of the said Act and Chapter 1II of Title
VII.1 of Book IV of Part I of the said Act are repealed.

(2) This section applies from the taxation year 1988.

93. (1) Section 737.8 of the said Act is replaced by the following
section:

“437.8 An individual who is resident in Canada throughout a
taxation year ending before 1 January 1998 shall add in computing his
taxable income for the year the amount by which such portion of his
accumulated averaging amount at the end of the preceding taxation
year as he specifies in an election in the prescribed form filed by him
with the Minister, with his fiscal return for the year under this Part,
on or before the day on which he is required to file the return or would
be so required if tax were payable by him for the year under this Part,
exceeds the aggregate of amounts that would be his non-capital loss or
farm loss for the year if section 728 were read without paragraph b
thereof, and section 728.2 without the second paragraph thereof.”

(2) This section applies from the taxation year 1988.

94, (1) Section 737.9 of the said Act is replaced by the following
section:

“437.9 Chapter IV does not apply to a separate fiscal return
filed under the second paragraph of section 429 or sections 681 and
1003.”

(2) This section applies from the taxation year 1988.
93. (1) Section 737.10 of the said Act is repealed.
(2) This section applies from the taxation year 1988.

96. (1) Section 737.11 of the said Act is replaced by the
following section:
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“437.11 Forthe purposes of Chapter IV, anindividual who dies
in a taxation year is deemed to have been resident in Canada
throughout the year if he was resident in Canada throughout the
period commencing on the first day of that year and ending at the time
of his death.”

(2) This section applies from the taxation year 1988.

97. (1) Section 737.12.1 of the said Act is amended by replacing
what precedes paragraph a by the following:

“737.12.1 Anelectionfiled by an individual under section 737.8
for a taxation year may be revoked by the individual or his legal
representative by filing a notice of revocation, in writing, with the
Minister not later than,”.

(2) This section applies to an election filed for the taxation year
1988 and subsequent taxation years.

98. (1) Section 737.19 of the said Act, enacted by section 58 of
chapter 4 of the statutes of 1988, is amended, in paragraph b,

(1) by replacing what precedes subparagraph i by the following:

“(b) “eligible employer” means a person or partnership who or
which carries on a business in Canada and carries out or commissions
scientific research and experimental development in Québec related to
a business of the person or partnership, other than”;

(2) by replacing subparagraph ii by the following subparagraph:

“ii. an eligible university entity within the meaning of paragraph
f of section 1029.8.1;”;

(3) by striking out subparagraph iii.

(2) Paragraph 1 of subsection 1 of this section applies in respect of
an expenditure made after 15 December 1987, other than an
expenditure made after that date and before 1 January 1989 pursuant
to

(a) an obligation entered into in writing before 16 December
1987,

(b) the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before 16
December 1987 with a public authority in Canada pursuant to and in
accordance with the securities legislation of any province in Canada,
or
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(¢) the terms of an offering memorandum distributed as part of an
offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, and was distributed before 16 December
1987, solicitations in respect of the sale of the securities contemplated
by the offering memorandum were made before 16 December 1987,
and the sale of the securities was substantially in accordance with the
offering memorandum.

(8) Paragraphs 2 and 3 of subsection 1 apply in respect of an
employment contract entered into after 12 May 1988.

99. (1) Section 740.1 of the said Act is amended by replacing
subparagraph ¢ of the second paragraph by the following
subparagraph:

“(c) a corporation associated with a corporation described in
paragraph a or b.”

(2) This section applies from the taxation year 1988.

-100. (1) Section 740.3 of the said Act, amended by section 151 of
chapter 67 of the statutes of 1987, is again amended by replacing
paragraph b by the following paragraph:

“(b) listed on a prescribed stock exchange in Canada that was
issued after 21 April 1980 by a corporation described in paragraph f58a
of the second paragraph of section 740.1 or by a corporation that would
be associated with such a corporation if paragraph b of section 20 were
not taken into account, where all the guarantees described in section
740.2 are given by the corporation that issued the share, by one or
more persons that would be associated with it if paragraph b of section
20 were not taken into account, or by both the latter corporation and
such persons; or”.

(2) This section applies from the taxation year 1988.

101, (1) Section 749.1 of the said Act, enacted by section 59 of
chapter 4 of the statutes of 1988, is replaced by the following section:

“749.1 Inthis Book, except for the purposes of sections 752.1 to
752.5, except subparagraph b of the first paragraph of section 752.2,
and except for the purposes of section 772, tax, whether referred to as
tax payable under this Part or tax otherwise payable under this Part
or by any other similar expression, shall be computed as if this Part
were read without reference to Book V.1.”
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(2) This section applies from the taxation year 1987. However,
where it applies to the taxation year 1987, section 749.1 of the
Taxation Act, as enacted thereby, shall be read as follows:

“749.1 Inthis Book, except for the purposes of sections 752.1 to
752.11, except subparagraph b of the first paragraph of section 752.2,
and except for the purposes of section 772, tax, whether referred to as
tax payable under this Part or tax otherwise payable under this Part
or by any other similar expression, shall be computed as if this Part
were read without reference to Book V.1.”

102. (1) Section 750 of the said Act is replaced by the following
section:

“450. The tax payable by an individual, under this Part, on his
taxable income is, for a taxation year, the following:

(@) 16% of the part of his taxable income that does not exceed
$7 000;

(b) $1 120 plus 19% of that part of his taxable income that exceeds
$7 000 if such income exceeds $7 000 but does not exceed $14 000;

(c) $2 450 plus 21 % of that part of his taxable income that exceeds
$14 000 if such income exceeds $14 000 but does not exceed $23 000;

(d) $4 340 plus 23% of that part of his taxable income that
exceeds $23 000 if such income exceeds $23 000 but does not exceed
$50 000;

(e) $10 550 plus 24% of that part of his taxable income that
exceeds $50 000 if such income exceeds $50 000.”

(2) This section applies from the taxation year 1988. However,
where it applies to the taxation year 1988, paragraphs b to e of section
750 of the Taxation Act, as enacted thereby, shall be read as follows:

“(b) $1 120 plus 19.5% of that part of his taxable income that
exceeds $7 000 if such income exceeds $7 000 but does not exceed
$14 000

“(c) $2 485 plus 21.5% of that part of his taxable income that
exceeds $14 000 if such income exceeds $14 000 but does not exceed
$23 000;

“(d) $4 420 plus 24.5% of that part of his taxable income that
exceeds $23 000 if such income exceeds $23 000 but does not exceed
$50 000;
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“le) $11 035 plus 26% of that part of his taxable income that
exceeds $50 000 if such income exceeds $50 000.”

103. (1) Section 752 of the said Act is replaced by the following
section:

“?52. An individual is not bound to pay, for a taxation year
under this Part, a tax higher than the aggregate of:

(a) the tax that would be payable by him if, in computing his tax
payable under this Part for the year, the individual could deduct an
amount for medical expenses under sections 752.0.11 to 752.0.13 in
respect of a person who, had the person’s income for the year been nil,
would have been a dependant in respect of whom the individual could
have deducted an amount under sections 752.0.1 to 752.0.7 in
computing the individual’s tax payable under this Part for the year;
and

(b) 58% of the amount by which the income for the year of the
person contemplated in paragraph a exceeds $5 280.”

(2) This section applies from the taxation year 1988.

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

“CHAPTER 1.0.1

“PERSONAL INCOME-TAX CREDITS

“952.0.1 An individual may deduct from his tax otherwise
payable for a taxation year under this Part 20 % of an amount of §5 280,
plus 20% of the aggregate of the following amounts:

(a) $5 280 for a person who is his spouse if he supports that
person for that year;

(b) $2 230 for a person

i. who is the child, sister or brother of the individual or the
grandchild, niece or nephew of the individual or of his spouse;

ii. who, during the year, is under 18 years of age or 18 years of
age or over and is in full-time attendance at a school or university;

ili. who ordinarily lives with the individual;

iv. who is dependent on the individual during the year, and
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v. inrespect of whom the individual does not make any deduction
under paragraph g;

(c) $1 895 for each person described in paragraph b in respect of
whom the individual does not make any deduction under the said
paragraph b;

(d) for each person described in paragraph b, $1 525 in respect of
each completed term, without exceeding two, which began in the year
and during which the person was in full-time attendance at an
educational institution contemplated in subparagraph i or iv of
paragraph a of section 337 or in paragraph b or c of the said section,
where he was enrolled in a prescribed post-secondary educational
program and was not a prescribed tax-exempt person;

(e) $1 115 for a person in respect of whom the individual is
entitled to a deduction under paragraph b, if he is not entitled to the
deduction contemplated in paragraph a and, during the year,

i. is unmarried or, being married, does not support or live with
his spouse and is not supported by his spouse;

ii. does not live maritally with any person; and

. iii. maintains a self-contained domestie establishment where he
ordinarily lives and supports a person described in paragraph b;

(H $1 895 for each person

i. whoisrelated to the individual by blood, marriage or adoption,
other than his spouse;

ii. who, on the first day of the taxation year, is no less than 18
years of age;

iii. who ordinarily lives with the individual;

iv. who, during the year, is dependent for support on the
individual; and

v. in respect of whom the individual makes no deduction under
paragraph b or c;

(9) $5 280 for each person described in paragraph f who, during
the year, is dependent on the individual by reason of mental or
physical infirmity and in respect of whom the individual makes no
deduction under paragraph f;
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(k) $900, if the individual is not entitled to the deduction
contemplated in paragraph a and ordinarily lives, throughout the
year, in a self-contained domestic establishment maintained by him
and in which no person other than the individual or a person described
in paragraph b lives during the year;

(7) $3 960 if he is a member of a religious order, has taken vows of
perpetual poverty and is not entitled to any deduction under
paragraph a, ¢ or g;

(7) $2 200, if he has reached the age of 65 years before the end of
the year.

Reduction “752.0.2 The aggregate of the deductions referred to in

of deductions 3 paoraphs @ to g of section 752.0.1 in respect of one person for a
taxation year must be reduced by the amount of the person’s income
for the year.

Certificate “452.0.3 No deduction is granted under section 752.0.1, by

of enrolment yirtye of paragraph d of the said section, unless the enrolment in an
educational institution for a post-secondary educational program is
certified by the sending to the Minister, on a prescribed form, of a
declaration issued by the educational institution and containing the
required information.

Educational In addition, in respect of an educational institution contemplated

program  in subparagraph iv of paragraph a of section 337, the student must be
enrolled in a post-secondary educational program to enable him to
acquire or improve the qualifications necessary for employment.

Restriction “732.0.4 No individual may deduct an amount under section
752.0.1, by virtue of paragraph a or b of the said section, for a taxation
year in respect of more than one person for each of the said
paragraphs.

Deduction “752.0.5 Where more than one person who ordinarily lives in

by ore oy the same self-contained domestic establishment would, but for this
section, be entitled to the deduction contemplated in paragraph b of
section 752.0.1, only one of those persons is deemed to be entitled to
such deduction.

Deductions “752.0.6 For the purposes of this chapter, where an individual
mrespect  js entitled to deduct, in computing his income for a taxation year, an
nance amount contemplated in paragraph a, a.1 or b of subsection 1 of section

of spouse

orchild 936 in respect of a payment for the maintenance of a spouse or child,
such spouse is deemed not to be his spouse from the time the individual
makes such a payment and such child is deemed not to be his child
during any period for which the individual makes such a payment.
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“452.0.7 Where, for a taxation year, the aggregate of amounts
that an individual would, but for this section, be entitled to deduct
under sections 752.0.1 to 752.0.6 in respect of a dependent person is
equal to the amount that would otherwise be deductible by each of the
other individuals who would so be entitled to deduct an amount in
respect of that person under those sections, no amount greater than
the amount that would be deductible under the said sections if only one
individual were entitled to deduct an amount in respect of that person
under those sections may be deducted by the individuals in respect of
that person; where the individuals cannot agree on the portion of the
amount each individual may deduct, the Minister may fix the amount
of each portion.

Where, for a taxation year, the aggregate of amounts that an
individual would, but for this section, be entitled to deduct under
sections 752.0.1to 752.0.6 in respect of a dependent person is different
from the amount which an individual would so be entitled to deduct in
respect of that person under those sections, the amount of each
deduction otherwise provided for, for an individual, in paragraphs a to
g of section 752.0.1 in respect of that person, and the amount that
would otherwise be the amount of that person’s income for the year
shall for the purposes of application of sections 752.0.1 to 752.0.6 be
reduced to the proportion of each of those amounts determined in
respect of the individual by all the individuals who would so be entitled
to a deduction under sections 752.0.1 to 752.0.6 in respect of that
person; however, the aggregate of the proportions so determined for
all the individuals in respect of one dependent person shall in no case
exceed 1 for the year; if the aggregate of the proportions so
determined exceeds 1 for the year, the Minister may fix the amount
deductible by each individual for the year under the said sections in
respect of that dependent person.

“CHAPTER 1.0.2
“TAX CREDITS FOR PENSION INCOME

“752.0.8 An individual who has attained the age of 65 years
before the end of the taxation year may deduct from his tax otherwise
payable for the year under this Part the lesser of $200 and 20 % of the
aggregate of the amounts contemplated in the second paragraph plus
all amounts included in computing his income for the year

(a) as a payment of a life annuity under or out of a retirement
plan;

(b) as an annuity payment under a registered retirement savings
plan or under a new plan referred to in section 914 or an annuity in
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respect of which an amount is included in computing his income under
paragraph f58c.2 of section 312;

(c) as a payment under or out of a registered retirement income
fund or under an amended fund referred to in the first paragraph of
section 961.9;

(d) as an annuity payment under a deferred profit sharing plan or
under a plan revoked by virtue of section 876 or 876.1,

(e) as a payment referred to in paragraph a of section 873;

(f) as an amount by which an annuity payment included in
computing his income for the year under paragraph c of section 312
exceeds the capital element of that payment as determined in
paragraph f58f of subsection 1 of section 336.

The amounts to which the first paragraph refers are the amounts

that are included in computing the income of an individual for the year

under sections 92.9 to 92.20 or paragraph c.1 of section 312.

“752.0.9 Anindividual who has not attained the age of 65 years
before the end of a taxation year, and who, before the end of the year,
meets one of the conditions described in the second paragraph may
deduct from his tax otherwise payable for the year under this Part the
lesser of $200 and 20% of the aggregate of all amounts included in
computing his income for the year and which is contemplated

(@) insubparagraph a of the first paragraph of section 752.0.8; or

(b) in subparagraphs b to f of the first paragraph of section
752.0.8 and in the second paragraph of the said section, if such amount
is received by reason of the death of his spouse.

The deduction described in this section is allowed only if the
individual, before the end of the year,

(@) has attained the age of 60 years;

(b) has received a disability pension or survivor’s pension under
the Act respecting the Québec Pension Plan (R.S.Q., chapter R-9) or
any equivalent plan within the meaning of the said Act; or

(¢) has not attained the age of 60 years and does not deduct in
computing his income for the year any amount under paragraph d of
section 339, other than in respect of an amount he has included in
computing his income under section 885, and that he has received in
satisfaction of all his rights under a deferred profit sharing plan.
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“452.0.10 For the purposes of this chapter, the amounts
described in sections 752.0.8 and 752.0.9 do not include:

(@) the amount of any pension, supplement or spouse’s allowance
received under the Old Age Security Act (Statutes of Canada) or a
similar payment made under a provincial law;

(b) the amount of any benefit paid under the Act respecting the
Québec Pension Plan (R.S.Q., chapter R-9) or under a similar plan
within the meaning of the said Act;

(c) a death benefit;

(d) the amount by which an amount required to be included in
computing the individual’s income for the year exceeds the remainder
of that amount after deducting the aggregate of all deductions claimed
by the individual in respect of that amount;

(e) an amount received out of or under a salary deferral
arrangement in respect of an individual, an employee trust, an
employee benefit plan, or a prescribed provincial pension plan;

(f) an amount included in that part of his income for the year
which is described in the first paragraph of section 737.16.

“CHAPTER 1.0.3

“TAX CREDITS FOR MEDICAL EXPENSES AND FOR MENTALLY OR
PHYSICALLY IMPAIRED PERSONS

“752.0.11 An individual may deduct from his tax otherwise
payable for a taxation year under this Part an amount determined by
the following formula

A (B-O).

For the purposes of the formula contemplated in the first
paragraph,

(a) the letter A represents a rate of 20%;

(b) the letter B represents the aggregate of prescribed medical
expenses, proven by filing a receipt therefor with the Minister, that
were not included in determining a deduction for medical expenses for

a preceding taxation year and that were paid by either the individual
or his legal representatives,

i. within any period of 12 months ending in the year; or
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ii. within any period of 24 months that includes the day of death,
provided that the individual died in the year;

(¢) the letter C represents the lesser of 3% of the individual’s
income for the year and the amount in dollars referred to in subsection
1 of section 118.2 of the Income Tax Act (Statutes of Canada) for that
year.

Conditions “452.0.12 The expenses contemplated in subparagraph b of the
second paragraph of section 752.0.11 must have been paid for the
benefit of the individual, his spouse or any other person dependent
upon him in respect of whom he may make a deduction under sections
752.0.1 to 752.0.7 in computing his tax payable under this Part for the
taxation year in which the expenses were incurred.

Deductible “452.0.13 For the purposes of subparagraph b of the second

medial . paragraph of section 752.0.11, the medical expenses for which an
individual or his legal representatives have received a reimbursement
or are entitled thereto are not deductible as medical expenses paid by
such individual except to the extent that the amount of the expenses is
required to be included in computing the individual’s income under
this Part.

Physical “452.0.14 An individual may deduct from his tax otherwise
or mental — navable for a taxation year under this Part 20 % of an amount of $2 200
if

impairment

(a) the individual has a severe and prolonged mental or physical
impairment;

(b) aphysician or, where the individual has a visual impairment, a
physician or optometrist has certified, on a prescribed form, that the
individual has an impairment contemplated in paragraph a;

(¢) the individual has filed with the Minister the certificate
contemplated in paragraph b for the year;

(d) neither the individual nor any other person has included, in
computing a deduction under section 752.0.11 for the year, an amount
in respect of remuneration for an attendant or care in a nursing home
by reason of the individual’s mental or physical impairment.

Care of “752.0.15 An individual may deduct from his tax otherwise
physicaly Payable for a taxation year under this Part the excess of 20% of an
impaired  amount of $2 200 over the taxes payable for the year under this Part,
dependent  oomputed before making any deduction contemplated in this Book,

other than those contemplated in sections 752.0.1 to 752.0.10, by any

person resident in Canada at any time in the year, in respect of whom
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he has claimed a deduction for the year under section 752.0.1,
pursuant to paragraphs b to g of the said section, or could have claimed
such a deduction if such person had had no income during the year, if

(@) such person is an individual entitled to deduct for the year an
amount under section 752.0.14; and

(b) neither the individual nor any other person has included, in
computing a deduction for the year under section 752.0.11, an amount
in respect of remuneration for an attendant or care in a nursing home
by reason of the individual’s mental or physical impairment.

Apportion- “752.0.16 Where more than one individual is, in respect of a
mentof  taxation year, entitled to deduct an amount under section 752.0.15 in
respect of the same person, the aggregate of all amounts deductible for
the year by those individuals in respect of such person shall not exceed
the amount that would be deductible under that section for the year if
such individual were the only individual entitled to deduet an amount
under the said section in respect of such person; where the individuals
cannot agree as to what portion of the amount each can deduct, the

Minister may fix the portions.

Severe and “752.0.17 For the purposes of sections 351 t0 356.0.1, 752.0.11

Proonged . t0 752.0.16 and the regulations under section 752.0.11, a person is
considered to have a severe and prolonged impairment only if by
reason thereof he is markedly restricted in his activities of daily living
and the impairment has lasted or can reasonably be expected to last for
a continuous period of at least 12 months.

Adviee The Minister may obtain the advice of an agency or of another
department to help him determine whether a person has a severe and
prolonged impairment.

Health “452.0.18 For the purposes of sections 351 to 356.0.1, 752.0.11

professionals ¢, 752 (.16 and the regulations under section 752.0.11, areference to a
dentist, nurse, physician, optometrist, pharmacist or practitioner is a
reference to a person authorized to practice as such,

(a) where the reference is used in respect of a service rendered to
an individual in accordance with the laws of the jurisdiction in which
the service is rendered,;

(b) where the reference is used in respect of a certificate issued
by the person in respect of an individual in accordance with the laws of
the jurisdiction in which the individual resides or of a province; and

(c) where the reference is used in respect of a prescription issued
by the person for property to be provided to or for the use of an
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individual in accordance with the laws of the jurisdiction in which the
individual resides, of a province or of the jurisdiction in which the
property is provided.

For the purposes of this chapter and the regulations under section
752.0.11, the expression “practitioner” means any person practising a
profession recognized by the Minister.

“CHAPTER 1.0.4

“TRANSFER BETWEEN SPOUSES OF CERTAIN UNUSED TAX CREDITS

“952.0.19 An individual who, at any time in a taxation year, is
a married person, other than an individual who, by reason of a
breakdown of their marriage, is living separate and apart from the
individual’s spouse at the end of the year and for a period of 90 days
commencing in the year, may deduct from his tax otherwise payable
for the year the amount by which

(a) the aggregate of all amounts that the individual’s spouse may
deduct from his tax otherwise payable for the year under section
752.0.1, by virtue of paragraph j of the said section, sections 752.0.8 to
752.0.10 or section 752.0.14, exceeds

(b) the amount of tax payable for the year by the individual’s
spouse under this Part, computed before making any deduction
contemplated in this Book, other than the first deduction
contemplated in that part of section 752.0.1 which precedes paragraph
a.

“CHAPTER 1.0.5
“ANNUAL INDEXATION OF CERTAIN AMOUNTS

“782.0.20 The following amounts must be indexed annually so
that each of these amounts to be used for a taxation year subsequent to
the taxation year 1989, becomes that obtained by adding to that
amount the amount obtained by multiplying, by the prescribed ratio
for that year, the amount that would have been applicable for that year
but for this section:

(a) the amounts of $900, $1 115, $1 525, $1 895, $2 230 and $5 280
referred to in section 752.0.1;

(b) the amount of $5 280 referred to in paragraph b of section 752.

“752.0.21 Where an amount referred to in paragraphs a to ¢ of
section 752.0.20 is not a multiple of $5 when indexed in accordance
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with the said section, it must be rounded to the nearest multiple of $5
or, if it is equidistant from two such multiples, to the nearest higher
multiple thereof.

“CHAPTER 1.0.6
“ORDERING OF CREDITS

“452.0.22 For the purposes of computing the tax payable
under this Part by an individual, the following provisions shall be
applied in the following order: sections 752.0.1, 752.0.8, 752.0.9,
752.0.14 to 752.0.16, 752.0.19, 752.0.11 to 752.0.13 and 7617.

“CHAPTER I1.0.7

“INDIVIDUALS RESIDENT IN QUEBEC AND CARRYING ON BUSINESS
OUTSIDE QUEBEC IN CANADA AND INDIVIDUALS RESIDENT IN
CANADA OUTSIDE QUEBEC AND CARRYING ON BUSINESS IN
QUEBEC

“752.0.23 Where an individual is contemplated in the second
paragraph of section 22 or 25, the amount that he may deduct under
sections 752.0.1 to 752.0.19 in computing his tax payable for a taxation
year under this Part shall not exceed the portion of such amount that is
represented by the proportion contemplated in the second paragraph
of section 22 or 25, as the case may be.

“CHAPTER I1.0.8
“INDIVIDUALS RESIDENT IN CANADA FOR PART OF THE YEAR

“752.0.24 Where an individual is resident in Canada during
part of a taxation year and during some other part of the year is not
resident in Canada, is not employed in Canada and is not carrying on
business in Canada, no amounts may be deducted by the individual
under sections 752.0.1 to 752.0.19 for the purpose of computing his tax
payable under this Part for the year except

(a) the deduction permitted under sections 752.0.11 to 752.0.13
that may reasonably be considered wholly applicable to the individual
for any period in the year throughout which he is resident in Canada,
employed in Canada or carrying on business in Canada; and

(b) such part of the deductions permitted under sections 752.0.1
to 752.0.10 and 752.0.14 to 752.0.19 as may reasonably be considered
applicable to the individual for any period contemplated in
subparagraph a.
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However, the first paragraph does not apply where all or
substantially all of an individual’s income for the year is included in
computing his taxable income for the year.

“CHAPTER 1.0.9

“INDIVIDUALS RESIDENT OUTSIDE CANADA

“452.0.25 Where an individual is contemplated in the second
paragraph of section 26, sections 752.0.1 to 752.0.13, 752.0.15,
752.0.16 and 752.0.19 do not apply for the purpose of computing his tax
payable under this Part for a taxation year. However, where all or
substantially all of the individual’s income for the year, as determined
under section 28, is included in computing his taxable income earned in
Canada for the year, he may deduct, for the purpose of computing his
tax payable under this Part for the year, such part of the amounts
determined under the said sections as represented by the proportion
contemplated in the second paragraph of section 26.

“CHAPTER I.0.10

“SEPARATE RETURNS OF INCOME

“752.0.26 Where a separate fiscal return with respect to an
individual is filed under section 429, 681 or 1003 for a particular period
and another fiscal return under this Part with respect to the individual
is filed for a period ending in the calendar year in which the particular
period ends, for the purpose of computing the tax payable under this
Part by the individual in such returns, the aggregate of all deductions
claimed in all such returns under any of sections 752.0.8 to 752.0.18
shall not exceed the aggregate that could be deducted thereunder for
the year with respect to the individual if no separate returns were filed
under section 429, 681 or 1003.”

(2) This section applies from the taxation year 1988.
105. (1) Section 752.1 of the said Act is amended by replacing

" subparagraphs a and b of the first paragraph by the following

subparagraphs:

“(a) the amount specified in his election for the year under section
737.8 and, where his legal representative has filed on his behalf an
election under section 752.2 for the year, his accumulated averaging
amount at the end of the year is multiplied by

“(b) the percentage referred to in paragraph e of section 750.”
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(2) This section applies to an election filed for the taxation year
1988 and subsequent taxation years.

106. (1) Section 752.2 of the said Act, amended by section 61 of
chapter 4 of the statutes of 1988, is again amended by replacing the
first paragraph by the following paragraph

“752.2 Where an individual dies in a taxation year ending
before 1 January 1998 and is resident in Canada at the time of his
death and his legal representative files with the individual’s fiscal

return for the year an election in preseribed form on or before the day

on or before which the return is required to be filed, there shall be
added to the amount that would, but for this chapter, be his tax
payable for the year under this Part with respect to the return of
income an amount equal to the amount, if any, by which

(a) the aggregate of his tax that would otherwise have been
payable under this Part, computed without taking account of sections
752.1 to 776.1.5, 776.17, 776.29 to 776.41, 1183 and 1184 and the
proportion contemplated in the second paragraph of section 22 or 25,
for each of the three taxation years immediately preceding the year of
his death if he had been resident in Québec throughout those years,
had derived all that income for those years from sources situated in
Québec and if his taxable income otherwise determined for each of
those years were increased by 1/3 of his accumulated averaging
amount at the end of the year in which he died, exceeds

(b) the aggregate of his tax that would otherwise have been
payable under this Part, computed in the manner described in
paragraph a, for each of the three preceding taxation years referred to
in the said paragraph a, if he had been resident in Québec throughout
those years and had derived all that income for those years from
sources situated in Québec.”

(2) This section applies to an election filed for the taxation year
1988 and subsequent taxation years.

107. (1) Chapter 1.2 of Title I of Book V of Part I of the said Act
is repealed.

(2) This section applies from the taxation year 1988.

108. (1) Section 752.12 of the said Act, enacted by section 63 of
chapter 4 of the statutes of 1988, is amended

(1) by replacing what precedes paragraph a by the following:
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“752.12 An individual may deduct from the amount that, but
for sections 752.1 to 752.5 and 752.14 and this section, would be the tax
otherwise payable by him under this Part for a particular taxation
year, such amount as he may claim not exceeding the lesser of”;

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

“(b) the amount, if any, by which the amount that, but for section
752.14 and this section, would be his tax otherwise payable under this
Part for the particular year if such tax were computed pursuant to
Book V without taking account of sections 752.1 to 752.5, 772, 776,
776.1.1t0 776.1.5 and 776.6 to 776.20, exceeds the amount determined
in respect of the individual for the year under sections 1029.7,
1029.7.1, 1029.8, 1029.8.0.1, 1029.8.0.2, 1029.8.6, 1029.8.6.1,
1029.8.7, 1029.8.7.1, 1029.8.7.2, 1029.8.10, and 1029.8.11, reduced by
the amount of the minimum tax applicable to that individual for the
particular year as determined under section 776.46.”

(2) This section applies from the taxation year 1987. However,
where it applies to the taxation year 1987, what precedes paragraph a
and paragraph b of the said section 752.12 of the Taxation Act, enacted
thereby, shall read as follows:

“952.12 An individual may deduct from the amount that, but
for sections 752.1 to 752.11 and 752.14, 776.2 to 776.5 and this section,
would be the tax otherwise payable by him under this Part for a
particular taxation year, such amount as he may claim not exceeding
the lesser of”;

“(b) the amount, if any, by which the amount that, but for section
752.14 and this section, would be his tax otherwise payable under this
Part for the particular year if such tax were computed pursuant to
Book V without taking account of sections 752.1 to 752.11, 772 to 775,
776, 776.1.1t0776.1.5 and 776.6 to 776.20 and if sections 776.2 to 776.5
did not apply, exceeds the amount determined in respect of the
individual for the year under sections 1029.7 and 1029.8, reduced by an
amount equal to 97% of the minimum tax applicable to that individual
for the particular year as determined under section 776.46.”

109. (1) Section 752.13 of the said Act, enacted by section 63 of
chapter 4 of the statutes of 1988, is repealed.

(2) This section applies from the taxation year 1987.
110. (1) Sections 752.14 to 752.16 of the said Act, enacted by

section 63 of chapter 4 of the statutes of 1988, are replaced by the
following sections:
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“752.14 For the purposes of section 752.12, additional tax of an
individual for a taxation year is the amount, if any, by which his
minimum tax applicable for the year as determined under section
776.46 exceeds the amount that would be the tax otherwise payable by
him under this Part for the year if such amount were computed
pursuant to Book V without taking account of sections 752.1 to 752.5,
772, 776 and 776.1.1 to 776.1.5, exceeds the amount determined in
respect of the individual for the year under sections 1029.7, 1029.7.1,
1029.8, 1029.8.0.1, 1029.8.0.2, 1029.8.6, 1029.8.6.1, 1029.8.7,
1029.8.7.1, 1029.8.7.2, 1029.8.10 and 1029.8.11.

“452.18 For the purposes of sections 752.12 and 752.14, the
minimum tax applicable to an individual for a taxation year, as
determined under section 776.46, must be computed, where
applicable, by applying thereto the proportion referred to in the
second paragraph of section 22, 25 or 26.

“752.16 Section 752.12 does not apply in respect of a separate
fiscal return of an individual filed under the second paragraph of
section 429 or section 681, 782 or 1003 or of a taxation year of an
individual in respect of which the individual has made an election
under sections 758 to 766.1.”

(2) This section applies from the taxation year 1987. However,
where it applies to the taxation year 1987, section 752.14 of the
Taxation Act, enacted by this section, shall read as follows:

“752.14 For the purposes of section 752.12, additional tax of an
individual for a taxation year is the amount, if any, by which the
amount representing 97% of his minimum tax for the year as
determined under section 776.46 exceeds the amount that would be
the tax otherwise payable by him under this Part for the year if such
amount were computed pursuant to Book V without taking account of
sections 752.1 to 762.11, 772 to 775, 776, 776.1.1 to 776.1.5 and if
sections 776.2 to 776.5 did not apply, exceeds the amount determined
in respect of the individual for the year under sections 1029.7 and
1029.8.”

111. (1) Section 759 of the said Act is amended by replacing
paragraph e of subsection 1 by the following paragraph:

“(e) deduct from the aggregate of the average taxes obtained
under paragraph d the aggregate of the taxes payable for the
preceding years in the averaging period, computed without taking
account of sections 752.12 to 752.16”.

(2) This section applies from the taxation year 1987.
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112. (1) Section 762 of the said Act is amended by replacing
paragraph a by the following paragraph:

“(a) the earliest of the preceding years ends prior to 1 January
1988 and is one of the six years immediately preceding the year of
averaging;”.

(2) This section applies from the taxation year 1988.

113. (1) Section 767 of the said Act, amended by section 64 of
chapter 4 of the statutes of 1988 and by section 67 of chapter 18 of the
statutes of 1988, is replaced by the following section:

“467. Anindividual may deduct from his tax otherwise payable
under this Part, computed without taking account of sections 752.1 to
752.5,44 1/3% of the amount he is required to include in computing his
income for the year under subsection 2 of section 497.

However, where that individual is an individual contemplated in
the second paragraph of any of sections 22, 25 or 26, he shall deduct no
more than the part of the amount determined under the first
paragraph which is equal to the proportion contemplated in the second
paragraph of one of the said sections, as the case may be.

The first paragraph does not apply in respect of an amount
included in that part of the individual’s income for the year which is
described in the first paragraph of section 737.16.”

(2) This section applies from the taxation year 1988.

114. (1) Thesaid Actis amended by inserting, after section 770,
the following section:

“970.1 No deduction may be made under sections 752.0.1 to
752.0.10 in computing the tax payable by a trust for a taxation year.”

(2) This section applies from the taxation year 1988.

118. (1) Section 771 of the said Act is amended, in subsection 1,

(1) by replacing that part of paragraph d which precedes
subparagraph i by the following:

“(d) inthe case of a corporation contemplated in paragraph b, for
a taxation year ending after 1982 and before 1989, to the amount by
which 13% of its taxable income for the year exceeds the aggregate
of”;
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(2) by inserting, after paragraph d, the following paragraph:

“(d.1) in the case of a corporation contemplated in paragraph b,
for a taxation year ending after 1988, to the amount by which 13 % of
its taxable income for the year exceeds the aggregate of

i. 7.5% of the lesser of its taxable income for the year and the
amount by which its income for the year from an eligible business
operated by it exceeds its loss for the year from such a business; and

ii. where the corporation was, throughout the year, a
Canadian-controlled private corporation, 2.5% of the aggregate,
where such is the case, of the amount determined in its respect for the
year under section 771.0.2, and where the corporation was,
throughout the year, a savings and credit union, the additional amount
determined in its respect for the year under section 771.0.3;”;

(3) by replacing that part of paragraph e which precedes
subparagraph i by the following:

“(e) notwithstanding paragraph d.1, in the case of a corporation
contemplated in paragraph b, for the taxation year for which it is an
eligible business within the meaning of sections 771.5 to 771.7, to the
aggregate of 3.2175% of the portion of its taxable income for the year
equal to the amount determined in its respect for the year under
section 771.9 and the amount by which 13 % of the remaining portion of
its taxable income for the year exceeds the aggregate of”;

(4) by replacing subparagraphs ii and iii of paragraph e by the
following subparagraphs:

“li. 7.5% of the amount by which the lesser of its taxable income
for the year and, where the corporation is not a corporation
contemplated in paragraph c of section 771.8, the amount by which its
income for the year from an eligible business carried on by it exceeds
its loss for the year from such a business or, where the corporationis a
corporation contemplated in the said paragraph c, the greater of the
latter excess amount and the aggregate contemplated in
subparagraph ii of paragraph d.1 exceeds the amount determined in
its respect for the year under section 771.8; and

“iii. where the corporation was, throughout the year, a savings
and credit union, 2.5 % of the amount by which the amount determined
in its respect for the year under section 771.0.2 exceeds the amount
determined in its respect for the year under section 771.8.”

(2) Paragraphs 1, 2 and 4 of subsection 1 apply from the taxation
year 1989 of a corporation.
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(3) Paragraph 3 of subsection 1 applies to a taxation year of a
corporation ending after 12 May 1988. However, where it applies to a
taxation year ending after 12 May 1988 and before 1 January 1989,
that part of paragraph e which precedes subparagraph i of section 771
of the Taxation Act, enacted thereby, shall read as follows:

“(e) notwithstanding paragraph d, in the case of a corporation
contemplated in paragraph b, for the taxation year for which it is an
eligible business within the meaning of sections 771.5 to 771.7, to the
aggregate of 3.2175% of the portion of its taxable income for the year
equal to the amount determined in its respect for the year under
section 771.9 and the amount by which 13 % of the remaining portion of
its taxable income for the year exceeds the aggregate of”.

116. (1) Section 771.0.1 of the said Act is amended by replacing
subparagraph a of the first paragraph by the following subparagraph:

“(a) 7.25% of that tax, where it is computed under paragraph a or
d.1 of the said subsection;”.

(2) This section applies from the taxation year 1989 of a
corporation.

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

“971.0.2 The amount contemplated in subparagraph ii of
paragraph d.1 of subsection 1 of section 771 is, in respect of a
corporation for a taxation year, an amount equal to the least of

(a) the amount, if any, by which the aggregate of all amounts
each of which is the income of the corporation for the year from an
eligible business carried on in Canada, other than the income of the
corporation for the year from a business carried on by it as a member of
a partnership and the specified partnership income of the corporation
for the year, exceeds

i. the aggregate of all amounts each of which is a loss of the
corporation for the year from an eligible business carried on in
Canada, other than the loss of the corporation for the year from a
business carried on by it as a member of a partnership; and

il. the specified partnership loss for the year;

(b) the amount, if any, by which the corporation’s taxable income
for the year exceeds 100/13 of the deductible amount for the year
under the regulations made pursuant to section 772 in computing the
tax for the year otherwise payable by it under this Part;
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(c) the corporation’s business limit for the year.

“471.0.3 The additional amount contemplated in subparagraph
ii of paragraph d.1 of subsection 1 of section 771 is, in respect of a
corporation for a taxation year, equal to the amount of the excess, over
the least of the amounts determined under paragraphs a to c of section
771.0.2 in respect of the corporation for the year, of the lesser of

(a) the corporation’s taxable income from the year, and

(b) the amount, if any, by which 4/3 of the corporation’s maximum
cumulative reserve at the end of the year exceeds the corporation’s
preferred-rate amount at the end of the preceding taxation year.

“771.0.4 For the purposes of this Part, except subparagraph ii
of paragraph d.1 of subsection 1 of section 771, any additional amount
determined under section 771.0.3 is deemed to be an amount
determined under section 771.0.2.

“471.0.5 For the purposes of this Title,

(@) “member” of a savings and credit union, called a “credit
union” in this section, is a member of a credit union within the meaning
of section 798;

(b) “preferred-rate amount of a corporation” at the end of a
taxation year means an amount equal to the aggregate of its
preferred-rate amount at the end of its preceding taxation year and
the amount determined in its respect for the year under section
771.0.2;

(¢) “maximum ecumulative reserve” of a credit union at the end of
a taxation year means an amount equal to 5% of the aggregate of
amounts each of which is

i. the amount of any debt owing by the credit union to a member
thereof or of any other obligation of the credit union to pay an amount
to a member thereof, that was outstanding at the end of the year,
including the amount of any deposit standing to the credit of a member
of the credit union in the records of the credit union, but excluding any
share in the credit union of any member thereof;

ii. the amount, as of the end of the year, of any share in the credit
union of any member thereof.

“971.0.6 For the purposes of section 771.0.3, the following
rules apply:

(a) where at any time a new corporation has been formed as a

result of an amalgamation of two or more predecessor corporations,
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within the meaning of subsection 1 of section 544, it shall be deemed to
have had a taxation year ending immediately before that time and to
have had, at the end of that year, a preferred-rate amount equal to the
aggregate of the preferred-rate amounts of each of the predecessor
corporations at the end of their last taxation years; and

(b) where there has been a winding-up contemplated in section
556, the preferred-rate amount of the parent, within the meaning of
section 556, at the end of its taxation year immediately preceding its
taxation year in which it received the assets of the subsidiary within
the meaning of section 556 on the winding-up shall be deemed to be the
aggregate of the amount that would otherwise be its preferred-rate
amount at the end of that year and the preferred-rate amount of the
subsidiary at the end of its taxation year in which its assets were
distributed to the parent on the winding-up.”

(2) This section applies from the taxation year 1989 of a
corporation. However, for the purposes of paragraph b of section
771.0.5 and section 771.0.6 of the Taxation Act, enacted thereby,
where the preferred-rate amount of a corporation must be determined
for a taxation year prior to the taxation year 1989 of a corporation, the
amount shall be equal to the amount determined under subsection 4.3
of section 137 of the Income Tax Act of the Statutes of Canada.

118. (1) Sections 771.1 and 771.1.1 of the said Act are replaced
by the following sections:

“d71.1 For the purposes of this Title,

(a) the expression “specified investment business” carried on by
a corporation in a taxation year means a business, other than a
business carried on by a savings and credit union or a business of
leasing property other than real property, the principal purpose of
which is to derive income from property including interest, dividends,
rents or royalties, unless the corporation employs in the business
throughout the year more than five full-time employees, or in the
course of carrying on an eligible business, any other corporation
associated with it provides managerial, administrative, financial,
maintenance or other similar services to the corporation in the year
and the corporation could reasonably be expected to require more than
five full-time employees if those services had not been provided,;

(b) the expression “eligible business carried on by a corporation”
means any business carried on by a corporation other than a specified
investment business or a personal services business and includes,
except for the purposes of the second paragraph of section 771.6 and
paragraph d of section 771.8, an adventure or concern in the nature of
trade.
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Income “d71.1.1 For the purposes of this Title, the income of a
e corporation for a taxation year from an eligible business carried on by

business it means its income from the business for the year and includes the
income of the corporation for the year that is incident to or pertains to
that business or from any property that is used or held principally for
the purpose of gaining an income from that business.”

(2) This section applies from the taxation year 1989 of a

corporation.
¢ 13, 119. (1) The said Act is amended by inserting, after section
S T71.1.1, the following sections:
added
“business “971.1.2 For the purposes of this title, a corporation’s
limit “business limit” for a taxation year is $200 000 unless the corporation

is associated in the year with one or more other Canadian-controlled
private corporations in which case, except as otherwise provided in
this title, its business limit for the year is nil.

Business “?471.1.3 Notwithstanding section 771.1.2, where all of the
limit e Canadian-controlled private corporations that are associated with

to associated each other in a taxation year have filed with the Minister in prescribed
forporation  form an agreement whereby, for the purposes of this title, they
allocate an amount to one or more of them for the taxation year and the
amount so allocated or the aggregate of the amounts so allocated, as
the case may be, is $200 000, the business limit for the year of each of

the corporations is the amount so allocated to it.

Failure “771.1.4 Ifany of the Canadian-controlled private corporations

K e ent that are associated with each other in a taxation year has failed to file
with the Minister an agreement as contemplated in section 771.1.3
within 30 days after notice in writing by the Minister has been
forwarded to any of them that such an agreement is required for the
purposes of any assessment of tax under this Part, the Minister shall,
for the purposes of this title, allocate an amount to one or more of them
for the taxation year, which amount or the aggregate of which
amounts, as the case may be, shall equal $200 000, and in any such
case, notwithstanding section 771.1.2, the business limit for the year
of each of the corporations is the amount so allocated to it.

Determina- “d71.1.5 Notwithstanding any other provision of this Title,
10n o
D (@) where a Canadian-controlled private corporation, called the

“first corporation” in this section, has more than one taxation year
ending in the same calendar year and it is associated in two or more of
those taxation years with another Canadian-controlled private
corporation that has a taxation year ending in that calendar year, the
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business limit of the first corporation for each taxation year in which it
is associated with the other corporation ending in that calendar year
is, subject to the application of paragraph b, an amount equal to its
business limit for the first such taxation year determined without
reference to paragraph b, and

(b) where a Canadian-controlled private corporation has a
taxation year that is less than 51 weeks, its business limit for the year
is that proportion of its business limit for the year determined without
reference to this paragraph that the number of days in the year is of
365.

“?71.1.6 Forthe purposes of this title, where in a taxation year
a corporation is a member of a particular partnership and in the year
the corporation or a corporation with which it is associated in the year
is a member of one or more other partnerships and it may reasonably
be considered that one of the main reasons for the separate existence
of the partnerships is to increase the amount of a deduction of any
corporation under subparagraph ii of paragraph d.1 of subsection 1 of
section 771, the specified partnership income of the corporation for the
year shall, for the purposes of this title, be computed in respect of
those partnerships as if all amounts each of which is the income of one
of the partnerships for a fiscal period ending in the year from an
eligible business carried on by it in Canada were nil except for the
greatest of such amounts.

“d71.1.7 For the purposes of this title, a corporation which is a
member, or is deemed under this section to be a member, of a
partnership that is itself a member of another partnership shall be
deemed to be a member of the other partnership and the corporation’s
share of the income of the other partnership for a fiscal period shall be
deemed to be equal to the amount of such income to which the
corporation was directly or indirectly entitled.

“d71.1.8 Notwithstanding any other provision of this title,
where a corporation is a member of a partnership that was controlled,
directly or indirectly in any manner whatever, by one or more
non-resident persons, by one or more public corporations other than a
prescribed venture capital corporation, or by any combination thereof
at any time in its fiscal period ending in a taxation year of the
corporation, the income of the partnership for that fiscal period from
an eligible business carried on by it in Canada shall, for the purposes of
computing the specified partnership income of a corporation for the
year, be deemed to be nil.

“d71.1.9 For the purposes of section 771.1.8, a partnership
shall be deemed to be controlled by one or more persons at any time if
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the aggregate of the shares of such person or persons of the income of
the partnership from any source for the fiscal period of the partnership
that includes that time exceeds one half of the income of the
partnership from that source for that period.

“d71.1.10 For the purposes of this title, the expression
“specified partnership income” of a corporation for a taxation year
means the aggregate of

(a) the aggregate of all amounts each of which is an amount in
respect of a partnership of which the corporation was a member in the
year equal to the lesser of

i. the aggregate of all amounts each of which is the corporation’s
share of the income determined in accordance with Title XI of Book I11
of this Part, of the partnership for a fiscal period ending in the year
from an eligible business carried on in Canada by it as a member of the
partnership, and

ii. that proportion of the lesser of $200 000 and the product
obtained when $548 is multiplied by the number of days contained in a
fiscal period of the partnership ending in the year that the amount
determined under subparagraph i is of the aggregate of all amounts
each of which is the income of the partnership for a fiscal period
referred to in subparagraph i from an eligible business carried on by it
in Canada, and

(b) the lesser of

i. the aggregate of the amounts determined in respect of the
corporation for the year under subparagraphsiand ii of paragraph a of
section 771.0.2, and

ii. the aggregate of all amounts each of which is an amount in
respect of a partnership of which the corporation was a member in the
year equal to the amount, if any, by which the amount determined in
respect of the partnership for the year under subparagraph i of
paragraph a exceeds the amount determined in respect of the
partnership for the year under subparagraph ii of that paragraph.

“d71.1.11 For the purposes of this title, the expression
“specified partnership loss” of a corporation for a taxation year means
the aggregate of all amounts each of which is an amount in respect of a
partnership of which the corporation was a member in the year equal
to the corporation’s share of a loss, determined in accordance with
Title XI of Book III of this Part, of the partnership for a fiscal period
ending in the year from an eligible business carried on in Canada by it
as a member of the partnership.”
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(2) This section, where it enacts sections 771.1.2 to 771.1.5,
771.1.10 and 771.1.11 of the Taxation Act, applies from the taxation
year 1989 of a corporation.

(3) This section, where it enacts sections 771.1.6 and 771.1.7 of
the said Act, applies from the fiscal period of a partnership
commencing after 10 February 1988 and ending after 31 December
1988.

(4) This section, where it enacts sections 771.1.8 and 771.1.9 of
the said Act, applies from the fiscal period of a partnership
commencing after 31 December 1988.

120. (1) Section 771.2 of the said Act is repealed.

(2) This section applies from the taxation year 1989 of a
corporation.

121. (1) Sections771.2.1to771.3 of the said Act are replaced by
the following sections:

“471.2.1 Where paragraph d.1 of subsection 1 of section 771
applies for a taxation year to a corporation that was a savings and
credit union throughout the entire year and where the excess amount
that would otherwise be determined for the year under subparagraph i
of the said paragraph d.1 is less than the aggregate contemplated in
subparagraph ii of the said paragraph d.1, the said excess amount is
deemed to be equal to that aggregate.

“971.2.2 For the purposes of subparagraphs i and ii of
paragraph d.1 of subsection 1 of section 771, of subparagraphs ii and iii
of paragraph e of the said subsection 1 and of paragraph d of section
771.8, the amount by which the income of a corporation for a taxation
year from an eligible business carried on by it exceeds its loss for the
year from such a business shall be computed as if any income or loss of
the corporation for the year from the operations of an international
financial centre were nil.

“771.3 Where an amount is paid or becomes payable to a
particular corporation by another corporation with which it is
associated in any particular taxation year and where the particular
corporation must otherwise include that amount in computing its
income for the particular year from any property or excluded
business, within the meaning of the regulations, the rules set forth in
section 771.4 apply for the purposes of section 771.1.1.”

(2) This section, where it replaces sections 771.2.1 and 771.2.2 of
the Taxation Act, applies from the taxation year 1989 of a corporation.
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(3) This section, where it replaces section 771.3 of the said Act,
applies from the taxation year 1988.

.13, 122. (1) Section 771.8 of the said Act, amended by section 65 of
'™ chapter 4 of the statutes of 1988, is again amended

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

“(b) the amount by which its taxable income for the year exceeds
100/13 of the amount deductible for the year under the regulations
made pursuant to section 772 in computing its tax otherwise payable
for the year under this Part;”;

(2) by replacing subparagraph i of paragraph c by the following
subparagraph:

‘i, the amount by which 4/3 of its maximum cumulative reserve at
the end of the year exceeds the aggregate, for any preceding taxation
year, of the amount determined in its respect under this section and
the excess amount described in subparagraph iii of paragraph e of
subsection 1 of section 771; and”.

(2) This section applies from the taxation year 1989 of a
corporation.

¢ 13 123. (1) Sections 773 to 775 of the said Act are repealed.
776, repealed (2) This section applies from the taxation year 1988.

e 13, 124. (1) Section 775.1 of the said Act is replaced by the
3&;&1& following section:
zgepr;glre “775.1 A venture capital corporation, within the meaning of

section 965.29, may deduct from its tax otherwise payable for a
taxation year under this Part, the amount provided for in section
965.33 for the year.”

(2) This section has effect from 13 May 1988.

corporation

125. (1) Section 776 of the said Act, amended by section 67 of
chapter 4 of the statutes of 1988, is again amended by replacing the
first paragraph by the following paragraph:

wm o
37
I
il
g

Deduction “976. An individual who is an elector may deduct from his tax
forelection - otherwise payable under this Part for a taxation year, computed

without reference to sections 752.1 to 752.5, an amount equal to 50 % of
the first $280 contributed in money during the year to the official
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representative of an authorized political party, authorized authority of
an authorized political party or authorized independent candidate.”

(2) This section applies from the taxation year 1988.

126. (1) Section 776.1 of the said Act is repealed.
(2) This section applies from the taxation year 1988.

127. (1) Section 776.1.1 of the said Act, replaced by section 153
of chapter 67 of the statutes of 1987 and by section 69 of chapter 4 of the
statutes of 1988, and section 776.1.2 of the said Act, replaced by
section 70 of chapter 4 of the statutes of 1988, are again replaced by the
following sections:

“976.1.1 An individual who is not a dealer acting as an
intermediary or as firm underwriter may deduet from his tax
otherwise payable for a taxation year under this Part, computed
without reference to sections 752.1 to 752.5, 20% of the amount he
pays in the year or within the following 60 days, to such extent as he
did not deduct it for a preceding taxation year, for the purchase, as
first purchaser, of a class “A” share issued by the corporation
governed by the Act to establish the Fonds de solidarité des
travailleurs du Québec (F.T.Q.) (R.S.Q., chapter F-3.2.1).

“976.1.2 An individual may deduct from his tax otherwise
payable for a taxation year under this Part, computed without
reference to sections 752.1 to 752.5, an amount not exceeding the
amount, if any, by which the balance of the amount he has not
deducted under section 776.1.1 in respect of a share described therein,
for the year or a preceding taxation year, exceeds any amount
deducted under this section, in respect of the share, for a preceding
taxation year.”

(2) This section applies from the taxation year 1988.

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

“976.1.4.1 In no case may an individual deduct an amount
under section 776.1.1 or 776.1.2 in respect of a share purchased after
an application for the redemption of the share made under
subparagraph 5 of the first paragraph of section 10 of the Act to
establish the Fonds de solidarité des travailleurs du Québec (F.T.Q.).”

(2) This section applies in respect of a share purchased after 6
April 1989.

284



c. I-3,

replaced

Advance
child
allowance

“tax
otherwise
payable”

c. I-3,

ss. 776.21-

776.28,
repealed

c. 1-3,
s. 776.29,

am,

“total
income”

Taxation Act CHAP. 5

129. (1) Title IV of Book V of Part I of the said Act is repealed.
(2) This section applies from the taxation year 1988.

130. (1) Section 776.5.1 of the said Act is replaced by the
following section:

“476.5.1 An individual who is resident in Québec on
31 December of a taxation year and files a return for the year under
section 1 000 is deemed to have paid at that date, as tax payable for the
year under this Part, the total of all amounts paid to him by the
Minister for the year as an advance child allowance under Title VI.1 of
Book IX of this Part.”

(2) This section has effect from 1 May 1988.

131. (1) Section 776.7 of the said Act, amended by section 158 of
chapter 67 of the statutes of 1987 and by section 68 of chapter 18 of the
statutes of 1988, is again amended by replacing paragraph ¢ by the
following paragraph:

“(c) “tax otherwise payable” by anindividual under this Part for a
taxation year means the tax payable by him for the year under this
Part, computed without reference to sections 752.1 to 752.5 and
776.17.”

(2) This section applies from the taxation year 1988.
132. (1) Title VI of Book V of Part I of the said Act is repealed.

(2) This section applies from the taxation year 1988.

133. (1) Section 776.29 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended

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

“(c) “total income” of an individual for a taxation year means the
aggregate of

i. his income for the year from an office or employment,
computed according to this Part and before any deduction under
section 64 where it refers to the part of the capital cost of an aircraft
allowed by regulation, paragraph c of section 70 or section 72.1;

ii. his income for the year derived from a business or from
property, computed according to this Part and before any deduction
under sections 130 and 130.1, less his losses so computed for the year,
derived from a business or from property;
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ili. any other amount included in computing his income for the
year under this Part and before any deduction under paragraph b of
section 339;

iv. any other amount received and not included in computing the
income under paragraphs a and b of section 489, sections 491 and 494 to
496 and the regulations under section 488, except any income
supplement received under the Act respecting work income
supplement (R.S.Q., chapter S-37.1) and any amount received under a
program of subsidies for children in day care centres established under
the Act respecting health services and social services (R.S.Q., chapter
S-5) or the Act respecting child day care (R.S.Q., chapter S-4.1); and

v. any other amount received as a lost-wages insurance benefit or
as an income insurance benefit or as a replacement for wages or
income.”;

(2) by adding the following paragraph:

“For the purposes of paragraph ii of subparagraph c of the first
paragraph, where an individual is a partner in a partnership at the end
of a fiscal period of the partnership, any amount deducted by the
partnership in computing its income from a business or from property,
in respect of such fiscal period, under sections 130 and 130.1 is deemed
to have been deducted by the individual under such sections in
computing his income from such business or property for the taxation
year in which the end of such fiscal period occurs up to his interest in
the partnership.”

(2) This section applies from the taxation year 1988.

134. (1) Section 776.31 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is replaced by the following section:

“776.31 For the purposes of this title, an individual has, during
the year, a dependent person only if he or, where such is the case, his
spouse deducts for the year, in respect of that person, under sections
752.0.1 to 752.0.7, an amount under section 752.0.1, by virtue of
paragraph b of the said section, or could deduct an amount under
section 752.0.1, by virtue of the said paragraph, were it not for that
person’s income for that year and for subparagraph v of the said

paragraph.”

(2) This section applies from the taxation year 1988. However,
where section 776.31 of the Taxation Act applies to the taxation year
1988, it shall read as follows:
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“476.31 For the purposes of this title, an individual has, during
the year, a dependent child only if he or, where such is the case, his
spouse deducts for the year, in respect of the child, under sections
752.0.1 to 752.0.7, an amount under section 752.0.1, by virtue of
paragraph b of the said section, or could so deduct an amount under
section 752.0.1, by virtue of the said paragraph, were it not for the
child’s income for that year and for subparagraph v of the said
paragraph and if subparagraph ii of the said paragraph read as follows:

“ii. who, during the year, is under 21 years of age, oris 21 years of

age or over and is in full-time attendance at a school or university;”.

135. (1) Section 776.32 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing the first
paragraph by the following paragraph:

“476.32 Every individual who is not a trust, who is resident in
Québec on the last day of a taxation year and who, during the year, has
a dependent person designated by him in the prescribed form, may
deduct from his tax otherwise payable for that taxation year under
this Part an amount equal to the amount, for the year, by which the
aggregate described in section 776.33 exceeds the aggregate
described in section 776.34.”

(2) This section applies from the taxation year 1989.

136. (1) Section 776.33 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing paragraphs a
to ¢ by the following paragraphs:

“(a) $485 in respect of the individual contemplated therein;
“(b) $485 in respect of the individual’s spouse during the year;

“(c) $240 in respect of not more than one dependent person of the
individual during the year if the individual has no spouse during the
year and ordinarily lives, throughout the year, in a self-contained
domestic establishment in which no person, other than the individual
or his dependent person, lives during the year.”

(2) This section applies from the taxation year 1988. However,
where paragraph ¢ of section 776.33 of the Taxation Act, enacted
thereby, applies to the taxation year 1988, it shall be read by replacing
the word “person”, wherever it appears, by the word “child”.

137. (1) Section 776.34 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended
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(1) by replacing that part of paragraph a which precedes
subparagraph i by the following:

“(a) 4% of the amount by which”;
(2) by replacing paragraphs b and ¢ by the following paragraph:

“(b) the amount by which the total income for the year of the
dependent person of the individual during the year contemplated in
the first paragraph of section 776.32 exceeds $5 280.”

(2) This section applies from the taxation year 1988. However,
where paragraph b of section 776.34 of the Taxation Act, enacted
thereby, applies to the taxation year 1988, it shall be read by replacing
the word “person”, wherever it appears, by the word “child”.

138. (1) Section 776.35 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing paragraphs a
to ¢ by the following paragraphs:

“(a) $6 330 where the individual referred to in section 776.32 has
a spouse during the year;

“(b) $5 340 where the individual has no spouse during the year
and ordinarily lives, throughout the year, in a self-contained domestic
establishment in which no person, other than the individual or his
dependent person, lives during the year; or

“(c) $4 115 in other cases.”

(2) This section applies from the taxation year 1988. However,
where paragraph b of section 776.35 of the Taxation Act, enacted
thereby, applies to the taxation year 1988, it shall be read by replacing
the word “person”, wherever it appears, by the word “child”.

139. (1) Section 776.36 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended

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

“976.36 The aggregate to which subparagraph ii of paragraph
a of section 776.34 refers is equal to five times the total of the amounts
deducted under sections 752.0.1 to 752.0.7 for the year by the
individual referred to in section 776.32 and, where such is the case, by
his spouse during the year, except the amounts deducted under
section 752.0.1, by virtue of subparagraph i of the said section for the
year and the amounts deducted by the spouse for the year under
section 752.0.1, by virtue of paragraph a of the said section and under
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the first part of that part of the said section which precedes that
paragraph.”;

(2) by replacing, in subparagraph a of the second paragraph,
what precedes subparagraph ii by the following:

“(a) the amount deducted under section 752.0.1, by virtue of
paragraph a of the said section, for the year by the individual referred
to in section 776.32 is deemed to be equal to the amount the individual
could deduct under the said paragraph for the year, if

i. the word “spouse” had the same meaning in the said paragraph
a of section 752.0.1 as in paragraph a of section 776.29;”;

(3) by replacing subparagraphs b and c of the second paragraph
by the following subparagraphs:

“(b) where, for the purposes of the first paragraph, the individual
referred to in section 776.32 is deemed to deduct an amount under
section 752.0.1, by virtue of paragraph a of the said section, for the
year and the individual or his spouse during the year deducts an
amount under section 752.0.1, by virtue of paragraph e of the said
section, for the year the amount that the individual or his spouse
deducts under section 752.0.1, by virtue of the said paragraph e, for
the year is deemed nil;

“(c) where, for the purposes of the first paragraph, no amount is
deemed to be deducted under section 752.0.1, by virtue of paragraph a
of the said section, by an individual referred to in section 776.32 for a
year and the individual deducts an amount under section 752.0.1, by
virtue of paragraph e of the said section, for the year, the latter
amount is deemed to be equal to the amount the individual could
deduct under section 752.0.1, by virtue of paragraph e of the said
section, for the year, if the person referred to therein had no income
for that year;”;

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

“(d) the amount deducted under section 752.0.1, by virtue of
paragraph j of the said section, for the year, by the individual referred
to in section 776.32 and, where such is the case, his spouse during the
year must be computed as if the amount of $2 200 mentioned in the said
paragraph were replaced by an amount of $10 000.”

(2) This section applies from the taxation year 1988.
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140. Section 776.41 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is replaced by the following section:

“?976.41 The following amounts must be indexed annually so
that each of the amounts to be used for a taxation year subsequent to
the taxation year 1989 shall be the amount obtained by adding to that
amount the amount obtained by multiplying by the same rate as that
prescribed for the purposes of section 752.0.20 for that year the
amount that would have been applicable for that year were it not for
this section:

(a) the amounts of $485 and $240 mentioned in section 776.33;
(b) the amount of $5 280 mentioned in section 776.34;

(¢) the amounts of $6 330, $5 340 and $4 115 mentioned in section
776.35.

Where one of the amounts referred to in subparagraphs a to ¢ of
the first paragraph is not a multiple of $5 after being indexed in
accordance with that paragraph, it shall be rounded off to the nearest
multiple of $5 or, if it is equidistant from two consecutive multiples of
$5, it shall be rounded off to the next higher multiple of $5.”

141. (1) Section 776.42 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended

(1) by replacing what precedes paragraph a by the following:

“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 pursuant to Book
V without reference to sections 752.1 to 752.5, reduced by the amount
determined in respect of the individual for the year under sections
1029.7, 1029.7.1, 1029.8, 1029.8.0.1, 1029.8.0.2, 1029.8.6, 1029.8.6.1,
1029.8.7, 1029.8.7.1, 1029.8.7.2, 1029.8.10 and 1029.8.11, is less than
the product referred to in subparagraph i of paragraph a, in respect of
the individual, the tax payable under this Part by the individual for the
year, except in the case of a segregated fund trust within the meaning
of paragraph k of section 835 or a mutual fund trust within the meaning
of section 1120, is equal to the amount by which”;

(2) by replacing subparagraphs i and ii of paragraph a by the
following subparagraphs:

“i. of the amount by which the minimum tax applicable to the
individual for the year within the meaning of section 776.46 exceeds
the aggregate of the amounts referred to in sections 772, 1029.10 and
1029.11; and
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“li. of the amounts the individual must add under section 752.2 to
his tax otherwise payable for the year under this Part; exceeds”.

(2) This section applies from the taxation year 1988.

142. (1) Section 776.43 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing the second
paragraph by the following paragraph:

“In such a case, section 776.42 shall be construed as if the
proportion referred to in the second paragraphs of the said sections
applied to the tax otherwise payable by the individual for the taxation
year if it was computed under Book V without reference to sections
752.1 to 752.5.”

(2) This section applies from the taxation year 1988.

143. (1) Section 776.44 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is replaced by the following section:

“976.44 More precisely, it is understood that where the tax
payable under this Part for the year by -an individual is determined
under this Book, an amount determined in respect of the individual
under sections 1029.7, 1029.7.1, 1029.8, 1029.8.0.1, 1029.8.0.2,
1029.8.6, 1029.8.6.1, 1029.8.7, 1029.8.7.1, 1029.8.7.2, 1029.8.10,
1029.8.11, 1029.10 and 1029.11 is deemed not to have been paid by the
Minister under this Part for the year.”

(2) This section applies from the taxation year 1988.

144. (1) Section 776.46 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is replaced by the following section:

“776.46 An individual’'s minimum tax for a taxation year is
equal to the amount determined by the formula

AB-C)-D.
For the purposes of the formula referred to in the first paragraph,
(@) the letter A represents a rate of 16 %;

(b) the letter B represents the adjusted taxable income of the
individual for the year determined under Title IV;

(¢) the letter C represents his basic exemption for the year
determined under section 776.47,;

291



CHAP. 5

c. I-3,
s. 776.47,

Basic
exemption

Taxation Act 1989

(d) the letter D represents his basic minimum tax deduction for
the year determined under section 776.65.”

(2) This section applies from the taxation year 1988.

145. (1) Section 776.47 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing what
precedes paragraph b by the following:

“776.47 An individual’s basic exemption for a taxation year is
equal, as the case may be, to the following amount:

(@) inthe case of anindividual other than a trust, the aggregate of
$40 000 and of the lesser of

i. 15% of his total income referred to in paragraph j of section
965.1; and

ii. the aggregate of the amounts deducted by the individual for
the year under sections 726.1, 726.3, 726.4, 726.4.1, 726.4.3 t0 726.4.7,
726.4.9, 726.4.31, 726.4.38, 726.4.39, 726.4.40, 726.4.48, 726.4.49 and
726.4.50 and the non-capital losses deducted by him in the year under
section 727 to the extent that those losses result from an amount
deducted in computing his taxable income under section 726.4.1 or
sections 726.4.3 to 726.4.7 in the seven taxation years preceding or the
three taxation years following the year;”.

(2) This section applies from the taxation year 1988. However, in
subparagraph ii of paragraph a of section 776.47 of the Taxation Act,
enacted by this section, where it applies to

(a) the taxation year 1988, the words “the seven taxation years
preceding or” shall be disregarded;

(b) the taxation year 1989, the words “the seven taxation years
preceding” shall be replaced by the words “the taxation year
preceding”;

(c) the taxation year 1990, the word “seven” shall be replaced by
the word “two”;

(d) the taxation year 1991, the word “seven” shall be replaced by
the word “three”;

(e) the taxation year 1992, the word “seven” shall be replaced by
the word “four”;

(f) the taxation year 1993, the word “seven” shall be replaced by
the word “five”;
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(9) the taxation year 1994, the word “seven” shall be replaced by
the word “six”.

146. (1) Section 776.50 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing paragraph b
by the following paragraph:

“(b) “film property” means a property described in paragraph »
or r of class 12 of Schedule B to the Regulation respecting the Taxation
Act or a prescribed property.”

(2) This section applies to property acquired after 31 December
1987.

147. (1) Section 776.54 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended

(1) by replacing what precedes paragraph a by the following:

“776.54 For the purposes of section 776.51, subject to section
776.64, the aggregate of all amounts deductible by the individual for
the year under paragraph a of section 130 or section 726.4.1, 726.4.3 or
726.4.4 in computing his income or his taxable income, as the case may
be, in respect of film properties shall be established as if it were equal
to the lesser of”;

(2) by replacing subparagraphs i and ii of paragraph b by the
following subparagraphs:

“I. the aggregate of his incomes for the year from the renting or
leasing of film properties owned by him or by a partnership, computed
without reference to paragraph a of section 130, exceeds

“ii. the aggregate of his losses for the year from the renting or
leasing of film properties owned by him or by a partnership, computed
without reference to paragraph a of section 130.”

(2) This section applies from the taxation year 1988.

148. (1) Sections 776.55 and 776.56 of the said Act, enacted by
section 79 of chapter 4 of the statutes of 1988, are replaced by the
following sections:

“976.535 For the purposes of section 776.51, the aggregate of all
amounts deductible by the individual in computing his taxable income
for the year under sections 726.4.5, 726.4.6 and 726.4.7 in respect of
film properties shall be established as if it were equal to the lesser of
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(@) the aggregate of the amounts otherwise so deductible in
computing his taxable income for the year; and

(b) the excess amount over the aggregate of all amounts
deductible by the individual in computing his income or his taxable
income, as the case may be, for the year under section 776.54 of the
amount by which

i. the aggregate of his incomes for the year from the renting or
leasing of film properties owned by him or by a partnership, computed
without reference to paragraph a of section 130, exceeds

ii. the aggregate of his losses for the year from the renting or
leasing of film properties owned by him or by a partnership, computed
without reference to paragraph a of section 130.

“776.58 Forthe purposes of section 776.51, except in respect of
a disposition of property to which section 484 applies, the first
paragraph of section 231 shall be construed as if the taxable capital
gain, the allowable capital loss or the allowable business investment
loss represented the total amount of the capital gain, of the capital loss
or of the allowable business investment loss, as the case may be, from
the disposition of property occurring after 31 December 1985, and
section 265 shall be construed as if the taxable net gain represented
the aggregate of the net gain from the disposition of precious property
occurring after 31 December 1985.”

(2) Where this section replaces section 776.55 of the Taxation
Act, it applies from the taxation year 1988.

(3) Where this section replaces section 776.56 of the Taxation
Act, it applies from the taxation year 1986.

149. (1) Section 776.57 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing what
precedes paragraph b by the following:

“776.57 Forthe purposes of section 776.51, the aggregate of all
amounts deductible by an individual in computing his income or his
taxable income, as the case may be, for the year under sections 359 to
418.14, 419.1 t0 419.4, 419.6, 600.1, 600.2, 726.4.9, or 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 Taxation
Act (R.R.Q., 1981, chapter I-4, r. 2) refers to paragraphs 10 and 12 of
section 29 of the Income Tax Application Rules, 1971 (Statutes of
Canada), shall be established as if it were equal to the lesser of
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(a) the aggregate of all amounts otherwise so deductible by the
individual in computing his income or his taxable income, as the case
may be, for the year; and”.

(2) This section applies from the taxation year 1988. However,
where that part of section 776.57 of the Taxation Act which precedes
paragraph a, enacted by this section, refers to section 419.6, it applies
to a taxation year beginning after 31 December 1985.

150. (1) Section 776.59 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing what
precedes paragraph a by the following:

“776.59 For the purposes of section 776.51, the aggregate of all
amounts deductible in computing the income of a trust for the year
under sections 646 , 647, 6562 to 657.1, 659, 660, 663, 664, 666 to 674,
676, 676.1 and 678 to 682, shall be established as if it were equal to the
sum of the aggregate of all amounts otherwise deductible under the
said sections and the aggregate of all amounts representing”.

(2) This section applies from the taxation year 1988.

151. (1) Section 776.60 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is amended by replacing the first
paragraph by the following paragraph:

“476.60 For the purposes of section 776.51, the individual shall
not deduct any amount for the year in computing his taxable income or
his taxable income earned in Canada, as the case may be, under
sections 725.2 to 725.6, 726.1, 726.3, 726.4, 726.4.31, 726.4.38 to
726.4.40 and 726.4.48 to 726.4.50.”

(2) This section applies from the taxation year 1988.

152. (1) Section 776.63 of the said Act, enacted by section 79 of
chapter 4 of the statutes of 1988, is repealed.

(2) This section applies from the taxation year 1988.

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

“TITLE V

“BASIC MINIMUM TAX DEDUCTION

“476.65 An individual’s basic minimum tax deduction for a
taxation year is the aggregate of the amounts that he may deduct
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under sections 752.0.1 to 752.0.7 and 752.0.11 to 752.0.15 in computing
his tax payable for the year under this Part.

Where the first paragraph applies to an individual referred to in
the second paragraph of section 22, 25 or 26, for the purpose of
determining the basic minimum tax deduction of that individual for a
taxation year, the amount that he may deduct under sections 752.0.1
to 752.0.7 and 752.0.11 to 752.0.15 in computing his tax payable for the
year under this Part shall be determined without reference to the
proportion referred to in section 752.0.23 or 752.0.25, as the case may
be.”

(2) This section applies from the taxation year 1988.

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

“781.1 For the purposes of this Part, a corporation is deemed
not to be associated with any other corporation in a taxation year of the
corporation ending during the period the corporation is a bankrupt
within the meaning of section 777.”

(2) This section applies from the taxation year 1988.

155. (1) Section 782 of the said Act, replaced by section 81 of
chapter 4 of the statutes of 1988, is again replaced by the following

section:

“782. The trustee shall, within 90 days from the end of the
calendar year for each year during which an individual is in
bankruptcy file with the Minister a fiscal return, on a prescribed form,
relating to the income from transactions of the bankrupt. In this
respect, the trustee shall not, in computing the individual’s taxable
income or the tax payable by the individual under this Part, as the case
may be, for each of those years, claim any deduction contemplated

(a) in Book IV of this Part, except those permitted by sections
727 to 73T,

(b) in Chapters 1.0.1 to 1.0.4 of Title I of Book V of this Part;
(c) in Title VII of Book V of this Part.”
(2) This section applies from the taxation year 1988.

156. (1) Section 859 of the said Act is replaced by the following
section:
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“839. A beneficiary must include in computing his income for a
taxation year an amount that is allocated to him during the year,
contingently or absolutely, by a trust under a profit sharing plan,
except in the case of an allocation respecting an amount described in
subparagraphs a to d of the first paragraph of section 857, a dividend
received by the trust from a taxable Canadian corporation or an
interest received by the trust.”

(2) This section applies from the taxation year 1988.

187. (1) Section 869 of the said Act is amended by replacing
what precedes paragraph a by the following:

“869. Where interest has been included in computing the
income of a trust for a taxation year during which the trust is governed
by a profit sharing plan and an amount not exceeding that interest has
been allocated for the year by the trustee under the plan to one of its
beneficiaries for the purposes of this section, each of such beneficiaries
is deemed to have received interest equal to the lesser of”.

(2) This section applies from the taxation year 1988.

158. (1) Section 908 of the said Act, amended by section 73 of
chapter 18 of the statutes of 1988, is again amended by replacing the
second paragraph of subsection 2 by the following paragraph:

“For the purposes of paragraph b of the first paragraph, it is
assumed, unless the contrary is established, that an annuitant’s child
or grandchild was not financially dependent on him at the time of his
death if

(@) another person was permitted a deduction provided for in
section 752.0.1 in respect of that child or grandehild in computing his
income payable under this Part for the taxation year immediately
preceding the taxation year in which the annuitant died, by virtue of
paragraph b or ¢ of the said section, where the child or grandchild was,
during that preceding taxation year, under 18 years of age or by virtue
of paragraph g of the said section; or

(b) the income of the child or grandchild for the taxation year
immediately preceding the taxation year in which the annuitant died
exceeded $5 000.”

(2) This section applies from the taxation year 1988.
159. (1) Section 965.1 of the said Act, amended by section 175 of

- chapter 67 of the statutes of 1987 and by section 82 of chapter 4 of the

statutes of 1988, is again amended
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(1) by inserting, after paragraph 5.2, the following paragraph:

“(b.3) “valid share” means a share deseribed in section 965.9.7.1
or 965.9.7.2;”;

(2) by inserting, after paragraph c, the following paragraph:
“(c.1) “paid-up capital”

i. inrespect of a share of the capital stock of a corporation means
the amount appearing in its books in the capital stock account in
respect of that share and any amount appearing elsewhere in its books
and received in consideration for the issue of that share;

ii. inrespect of a subscription right in a share of the capital stock
of a corporation means the amount appearing in its books in the capital
stock account in respect of that right and received in consideration for
the issue of that right;”;

(3) by replacing paragraph £.0.1 by the following paragraph:

“(h.0.1) “public security issue” means the distribution of any
security in accordance with a receipt or an exemption from filing a
prospectus granted by the Commission des valeurs mobilieres du
Québec;”;

(4) by replacing paragraph j by the following paragraph:

“(») “totalincome” inrespect of an individual for a year means the
amount by which his income for the year that would be determined
under section 28 but for paragraph k.1 of section 311, section 311.1 and
section 317 where it refers to a supplement or a spouse’s allowance
received under the Old Age Security Act (Statutes of Canada) or to a
payment similar to such a supplement or spouse’s allowance made
under a provincial law, exceeds the amount he deducts for the year in
computing his taxable income under sections 726.6 to 726.20;”.

(2) Where this section enacts paragraph b.3 of section 965.1 of the
Taxation Act, it has effect from 1 June 1988.

(3) Where this section enacts paragraph c.1 of section 965.1 of the
Taxation Act, it has effect from 7 May 1986.

(4) Where this section replaces paragraph £.0.1 of section 965.1
of the Taxation Act, it applies in respect of a public security issue in
respect of which the receipt for the final prospectus or the exemption
from filing a prospectus was granted after 12 May 1988.
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(6) Where this section replaces paragraph j of section 965.1 of the
Taxation Act, it applies from the taxation year 1988.

13, 160. (1) Section 965.2 of the said Act, amended by section 83 of
965.2, am. chanter 4 of the statutes of 1988, is again amended by replacing the
first paragraph by the following paragraph

Stock “965.2 A stock savings plan is an arrangement made between

sant  anindividual who is not a trust, or an investment group and a dealer,
under which that individual or investment group entrusts to that
dealer the custody of such of his qualifying shares and valid shares as
he may indicate that are not included in any other plan of any kind for
the purposes of this Act, except a prescribed plan.”

(2) This section has effect from 1 June 1988.

. 13, 161. (1) Section 965.3.1 of the said Act is amended by replacing
596531, the first paragraph by the following paragraph:
Associated “965.3.1 The assets of a corporation which is associated with

corporation

another corporation in the 12 months preceding the date of the receipt
for the final prospectus or of the exemption from filing a prospectus,
are the aggregate of the assets of the corporation and of each
corporation associated with it, as determined under section 965.3 or
965.3.2, as the case may be, less the amount of investments the
corporations own in each other, and less the balance of accounts
between the corporations.”

(2) This section applies from the taxation year 1988.

e 13, 162. (1) Section 965.4.1 of the said Act is amended by replacing
s %541 the first paragraph by the following paragraph:
Net “965.4.1 The net shareholders’ equity of a corporation which is

sharerolders agsociated with another corporation in the 12 months preceding the

date of the receipt for the final prospectus or of the exemption from
filing a prospectus is the aggregate of the net shareholders’ equity of
the corporation and of each corporation associated with it, as
determined under section 965.4 or 965.4.1.1, as the case may be, less
the amount of investments the corporations own in each other.”

(2) This section applies from the taxation year 1988.
e. 13 163. (1) Section 965.6 of the said Act, amended by section 86 of

9656, am. chanter 4 of the statutes of 1988, is again amended by replacing
paragraph d by the following paragraph:
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“(d) 100% in the case of any other qualifying share.”
(2) This section has effect from 1 June 1988.

164. (1) The said Act is amended by inserting, after section
§d3§3'6'°'2'1’965 6.0.2, the following section:

Adjusted “965.6.0.2.1 The adjusted cost of a share that is a valid share
cost of for an individual, an investment group or an investment fund is
obtained by multiplying the cost of the share for the individual, the
investment group or the investment fund, determined without
reference to the borrowing costs, brokerage or custody fees or other

similar costs related to the share, by

(@) 125% in the case of a valid share issued by a corporation
described in section 965.11.7.1;

(b) 100% in the case of a valid share that is a common share with
full voting rights or a preferred share convertible into a common share
with full voting rights; or

(¢) 75% in the case of a valid share that is a subordinate voting
share or a preferred share convertible into a subordinate voting
share.”

(2) This section has effect from 1 June 1988.

e 13, 165. (1) Section 965.6.0.3 of the said Act, enacted by section 87
s 965603, of chapter 4 of the statutes of 1988, is amended by replacing
paragraphs a and b by the following paragraphs:

“(a) the percentage stipulated in that respect in the final
prospectus or in the application for an exemption from filing a
prospectus relating to its issue; or

“(b) where it is so stipulated in the final prospectus or in the
application for an exemption from filing a prospectus relating to its
issue, the percentage determined not later than 60 days after the year
ofits issue and obtained by estimating, as a percentage, the proportion
between the ratio of the adjusted cost of the aggregate of all qualifying
shares purchased in that year by the investment fund, to the proceeds
of the issue of the valid qualifying securities issued in the year and held
on 31 December in that year by the investment fund, and the proceeds
of the issue.”

(2) This section applies in respect of an issue of securities in
respect of which the receipt for the final prospectus or the exemption
from filing a prospectus was granted after 12 May 1988.
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166. (1) Section 965.6.1 of the said Act is replaced by the
following section:

“965.6.1 An investment group is a group of individuals, other
than trusts, formed solely to acquire qualifying shares or valid shares
and that files a written declaration with a dealer evidencing its
existence and specifying the interest of each of the members in the
investment group.”

(2) This section has effect from 1 June 1988.

167. (1) Section 965.6.22 of the said Act, enacted by section 91
of chapter 4 of the statutes of 1988, is replaced by the following section:

“965.6.22 An investment fund shall be established in Québec
and the trustee or the administrator of an investment fund shall be
resident in Canada and maintain an establishment in Québec.”

(2) This section has effect from 1 January 1988.

168. (1) Section 965.6.23 of the said Act, enacted by section 91
of chapter 4 of the statutes of 1988, is amended

(1) by replacing what precedes paragraph a by the following:

“965.6.23 When making, in any year, a public security issue
consisting of securities that may be included in a stock savings plan,
the investment fund shall stipulate in the final prospectus or in the
application for an exemption from filing a prospectus relating to their
issue that it agrees to meet the following requirements:”;

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

“(c) tobethe owner, on 31 Decemberinthe year and in each of the
ensuing two years, of qualifying shares or valid shares, other than
qualifying shares or valid shares that have already been used in
respect of the same year for the purposes of this paragraph, whose
adjusted cost is not less than the adjusted cost of the aggregate of all
qualifying securities issued by the fund in the year and not redeemed
by the investment fund respectively on 31 December in the year, 31
December in the first year following the year or 31 December in the
second year following the year, as the case may be.”

(2) Where this section replaces what precedes paragraph a of
section 965.6.23 of the Taxation Act, it applies in respect of an issue of
securities in respect of which the receipt for the final prospectus or the
exemption from filing a prospectus was granted after 12 May 1988.
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(8) Where this section replaces paragraph c of section 965.6.23 of
the Taxation Act, it has effect from 1 January 1988. However, where
paragraph c of the said section, enacted by this section, refers to a
valid share, it has effect from 1 June 1988.

169. (1) Section 965.6.24 of the said Act, enacted by section 91
of chapter 4 of the statutes of 1988, is replaced by the following section:

“965.6.24 Where an investment fund stipulates, in a final
prospectus or in an application for an exemption from filing a
prospectus relating to a public security issue, the percentage to be
used for the purposes of paragraph a of section 965.6.0.3, it shall also
stipulate the portion of the adjusted cost of the qualifying security to
be considered as the portion that may reasonably be allocated to the
purchase of qualifying shares referred to in paragraphs a.3, ¢, ¢.4 and
¢.6 of section 965.6.”

(2) This section applies in respect of an issue of securities in
respect of which the receipt for the final prospectus or a prospectus
exemption was granted after 12 May 1988.

170. (1) Section 965.9.1 of the said Act, amended by section 93
of chapter 4 of the statutes of 1988, is again amended by striking out
the second paragraph.

(2) This section has effect from 13 May 1988.

171. (1) Section 965.9.4 of the said Act is amended by replacing
paragraphs a and b by the following paragraphs:

“(a) where such shares or negotiable instruments are securities
issued by a corporation whose corporate name is disclosed in the final
prospectus or in the application for an exemption from filing a
prospectus if, immediately after the acquisition, the latter corporation
is directly or indirectly a subsidiary controlled corporation of the
issuing corporation whose activities or those of a subsidiary
corporation it controls directly or indirectly have commercial
possibilities directly linked with those of the issuing corporation or of
another corporation associated therewith on the date of the receipt for
the final prospectus or of the exemption from filing a prospectus and
where one of the corporations other than such a subsidiary carries on a
qualified business; or

“(b) where such shares or negotiable instruments will be
securities issued by a corporation whose corporate name is not
disclosed in the final prospectus or in the application for an exemption
from filing a prospectus, if the issuing corporation or a corporation
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associated therewith carries on a qualified business and where the
issuing corporation states expressly in the final prospectus or in the
application for an exemption from filing a prospectus that such shares
or negotiable instruments will be securities issued by a corporation
which, immediately after the acquisition, will be directly or indireetly
a subsidiary controlled corporation of the issuing corporation whose
activities or those of a subsidiary corporation it controls directly or
indirectly have commercial possibilities directly linked with the
activities of the issuing corporation or those of another corporation
associated therewith on the date of the receipt for the final prospectus
or of the exemption from filing a prospectus.”

(2) This section applies from the taxation year 1988. However,
where this section applies to the taxation year 1988, paragraphs a and
b of section 965.9.4 of the Taxation Act, enacted by this section, shall
read as follows:

“(a) where such shares or negotiable instruments are securities
issued by a corporation whose corporate name is disclosed in the final
prospectus or in the application for an exemption from filing a
prospectus if, immediately after the acquisition, the latter corporation
18 directly or indirectly a subsidiary controlled corporation of the
issuing corporation whose activities or those of a subsidiary
corporation it controls directly or indirectly have commercial
possibilities directly linked with those of the issuing corporation or of
another corporation associated therewith on the date of the receipt for
the final prospectus or of the exemption from filing a prospectus and
where one of the corporations other than such a subsidiary carries ona
qualified business within the meaning of the regulations under section
451; or

“(b) where such shares or negotiable instruments will be
securities issued by a corporation whose corporate name is not
disclosed in the final prospectus or in the application for an exemption
from filing a prospectus, if the issuing corporation or a corporation
associated therewith carries on a qualified business within the
meaning of the regulations under section 451 and where the issuing
corporation states expressly in the final prospectus or in the
application for an exemption from filing a prospectus that such shares
or negotiable instruments will be securities issued by a corporation
which, immediately after the acquisition, will be directly or indirectly
a subsidiary controlled corporation of the issuing corporation whose
activities or those of a subsidiary corporation it controls directly or
indirectly have commercial possibilities directly linked with the
activities of the issuing corporation or those of another corporation
associated therewith on the date of the receipt for the final prospectus
or of the exemption from filing a prospectus.”
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172. (1) The said Act is amended by inserting, after section
965.9.7, the following:

“CHAPTER IIL.1
“VALID SHARES

“965.9.7.1 A share of a class of the capital stock of a
corporation is a valid share if

(a) it is acquired through a transaction on a stock exchange
during a trading session;

(b) at the time of its acquisition, it is listed on the Montréal Stock
Exchange;

(c) onthe date of its acquisition, the class of shares of the capital
stock of the corporation to which the share belongs is included in the
list of the Commission des valeurs mobiliéres du Québec; and

(d) as part of its acquisition, the certificate attesting toit is given
to the dealer referred to in section 965.2 or issued and registered in the
dealer’s name or in the name of a person designated by him.

“965.9.7.2 A share of a class of the capital stock of a
corporation is also a valid share if

(a) it is acquired by an individual, an investment group or an
investment fund as first purchaser, other than a dealer acting as an
intermediary or as firm underwriter;

(b) at the time of its acquisition, it is listed on the Montréal Stock
Exchange;

(¢) it isissued by the corporation as part of a share issue referred
to in the second paragraph of section 965.11.8, 965.11.9, 965.11.11,
965.11.13 or 965.11.17;

(d) onthe date of its acquisition, the class of shares of the capital
stock of that corporation to which the share belongs is included in the
list of the Commission des valeurs mobiliéres du Québec; and

(e) as part of its acquisition, the certificate attesting to it is given
to the dealer referred to in section 965.2 or issued and registered in the
dealer’s name or in the name of a person designated by him.

“965.9.7.3 For the purposes of this title, the expression “list of
the Commission des valeurs mobilieres du Québec” means the list
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published periodically by the Commission des valeurs mobiliéres du
Québec which contains the corporate names of the corporations and
the designation of those classes of shares of their capital stock which
may constitute valid shares.

“CHAPTER III1.2
“QUALIFYING SECURITIES”.

(2) This section has effect from 1 June 1988.

173. (1) Section 965.9.8 of the said Act, enacted by section 97 of
chapter 4 of the statutes of 1988, is amended

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

“(a) it is issued by an investment fund which states, in the final
prospectus or in the application for an exemption from filing a
prospectus relating to the issue of the security, that the security may
be included in a stock savings plan and entitles any person to the
benefit provided for in respect of the security by this title;”;

(2) by replacing paragraph c¢ by the following paragraph:

“(c) before the issue of a receipt for a final prospectus or before
the exemption from filing a prospectus relating to its issue, it was the
subject of a favourable advanced ruling from the Ministere du Revenu
to the effect that it respects the objectives of this title;”.

(2) This section applies in respect of a public security issue in
respect of which the receipt for the final prospectus or a prospectus
exemption was granted after 12 May 1988.

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

“965.11.9.1 For the purposes of this title, a corporation that
makes a transaction referred to in the first paragraph of section
965.11.8 or 965.11.9, hereinafter called the “particular transaction”, is
not required to meet the requirement set out in the second paragraph
of section 965.11.8 or 965.11.9, where applicable, in respect of the
particular transaction if the aggregate of the amount referred to in the
second paragraph of section 965.11.8 or 965.11.9, as the case may be,
for the particular transaction and of every amount referred to in the
second paragraph of the said sections for other transactions referred
to in the first paragraph of the said sections and made during the
period which begins on the three-hundred and sixty-fourth day
preceding the day of the particular transaction and ends immediately
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before the particular transaction is made is less than 5% of the
amount, determined immediately before the particular transaction is
made, of the paid-up capital

(a) relating to the shares of its capital stock other than shares
described in paragraphs a to d of section 965.11.12 in the case of a
transaction referred to in the first paragraph of section 965.11.8, and
in paragraphs a to d of section 965.11.14 in the case of a transaction
referred to in the first paragraph of section 965.11.9, it being supposed
that, where applicable, the descriptions contained in paragraphs a to d
of sections 965.11.12 and 965.11.14 existed at the time the corporation
made such transactions; and

(b) to the subscription rights in shares referred to in paragraph

b

a.

(2) This section has effect from 7 May 1986.

e 13, 175. (1) The said Act is amended by inserting, after section

S5l 103 " 965.11.19, the following sections:

added
Transaction “965.11.19.1 For the purposes of this title, a corporation that
et Makes a transaction referred to in the first paragraph of section
paid-up 965.11.11, 965.11.13 or 965.11.17, hereinafter called the “particular
b transaction” is not required to meet the requirement set out in the
second paragraph of section 965.11.11, 965.11.13 or 965.11.17, where
applicable, in respect of the particular transaction if the aggregate of
the amount referred to in the second paragraph of section 965.11.11,
965.11.13 or 965.11.17, as the case may be, for the particular
transaction and of every amount referred to in the second paragraph of
the said sections for other transactions referred to in the first
paragraph of the said sections and made during the period which
begins on the three-hundred and sixty-fourth day preceding the day of
the particular transaction and ends immediately before the particular
transaction is made is less than 5% of the amount, determined
immediately before the particular transaction is made, of the paid-up
capital

(a) relating to the shares of its capital stock other than shares
described in section 965.11.12, 965.11.14 or 965.11.18; and

(b) relating to the subscription rights in shares referred to in

paragraph a.
Qualifying “965.11.19.2 For the purposes of this title, a corporation that
st ™ plans to make an issue of shares that can be included in a stock savings

savings plan  plan as qualifying shares, no share of the capital stock of which was
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issued with a stipulation that it could be included in a stock savings
plan or was issued, as a result of a transaction referred to in section 541
or 544 other than a transaction referred to in section 555.1, in
replacement or substitution for a share issued with such a stipulation,
and that makes before the date of the receipt for the final prospectus or
of the exemption from filing a prospectus relating to its issue or has
made a transaction referred to in the first paragraph of section
965.11.11, 965.11.13 or 965.11.17, hereinafter called the “particular
transaction”, is not required to meet the requirement set out in the
second paragraph of section 965.11.11, 965.11.13 or 965.11.17, where
applicable, in respect of the particular transaction, if the aggregate of
the amount referred to in the second paragraph of section 965.11.11,
965.11.13 or 965.11.17, as the case may be, for the particular
transaction and of every amount referred to in the second paragraph of
the said sections for other transactions referred to in the first
paragraph of the said sections and made during the period which
begins on the three-hundred and sixty-fourth day preceding the day of
the particular transaction and ends immediately before the particular
transaction is made is less than 10 % of the amount of the public share
issue that the corporation plans to make.

“965.11.19.3 Notwithstanding sections 965.11.8 to
965.11.19.2, a corporation may make a transaction referred to in the
said sections without having to meet the requirement set out in the
second paragraph of section 965.11.8, 965.11.9, 965.11.11, 965.11.13 or
965.11.17 if, in the opinion of the Minister, an undesirable situation
would otherwise result therefrom.”

(2) Where this section enacts sections 965.11.19.1 and
965.11.19.2 of the Taxation Act, it has effect from 17 December 1986
and where it enacts section 965.11.19.3 of the said Act, it has effect
from 7 May 1986.

176. (1) Section 965.13 of the said Act is amended

(1) by replacing paragraph b by the following paragraph:
“(b) it carries on, as its main activity, a qualified business;”;
(2) by replacing paragraph d by the following paragraph:
“(d) its assets are less than $50 000 000; and”.

(2) Paragraph 1 of subsection 1 applies from the taxation year
1989.
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(8) Paragraph 2 of subsection 1 applies inrespect of a public share
issue in respect of which the receipt for the final prospectus or a
prospectus exemption was granted after 12 May 1988.

177. (1) Section 965.15 of the said Act, amended by section 105
of chapter 4 of the statutes of 1988, is again amended by replacing
paragraph ¢ by the following paragraph:

“(c) the net shareholders’ equity is not more than $20 000 000;
and”.

(2) This section applies in respect of a public share issue in
respect of which the receipt for the final prospectus or a prospectus
exemption was granted after 12 May 1988.

178. (1) Section 965.16 of the said Act, amended by section 106
of chapter 4 of the statutes of 1988, is again amended

(1) by replacing what precedes paragraph a by the following:

“965.16 A qualified corporation making a public share issue
after 15 November 1983 is also a developing corporation if, on the date
of the receipt for the final prospectus or of the exemption from filing a
prospectus,”;

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

“(e) the main activity of the corporation and of its subsidiaries is
the carrying on of a qualified business.”

(2) Paragraph 1 of subsection 1 has effect from 13 May 1988.

(3) Paragraph 2 of subsection 1 applies from the taxation year
1989.

179. (1) Section 965.16.0.1 of the said Act, amended by section
107 of chapter 4 of the statutes of 1988, is again amended

(1) by replacing what precedes paragraph a by the following:

“965.16.0.1 A qualified corporation making a public share
issue after 1 May 1986 is a developing corporation if, on the date of the
receipt for the final prospectus or of the exemption from filing a
prospectus,”;

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

“(e) the main activity of the corporation and of its subsidiaries is
the carrying on of a qualified business.”
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(2) Paragraph 1 of subsection 1 has effect from 13 May 1988.

(3) Paragraph 2 of subsection 1 applies from the taxation year
1989.

e 13, 180. (1) Section 965.16.0.2 of the said Act, enacted by section
S 1502108 of chapter 4 of the statutes of 1988, is replaced by the following
section:

Developing “965.16.0.2 A qualified corporation making a public share

corporation jssue after 10 December 1986 during the period of 365 days following
its incorporation is a developing corporation if, on the date of the
receipt for the final prospectus or of the exemption from filing a
prospectus, it meets the requirements of paragraphs a to ¢ and e of
section 965.16 or a to ¢ and e of section 965.16.0.1.”

(2) This section has effect from 13 May 1988.

c. 13, 181. (1) Section 965.18 of the said Act, replaced by section 110
5. 96518, of chapter 4 of the statutes of 1988, is amended by replacing paragraph
a by the following paragraph:

“(a) the aggregate of the adjusted cost of the qualifying shares
purchased by him during the year and that he included in the plans not
later than 31 January of the following year and of the qualifying
securities purchased by him during the year and that he included in the
plans not later than 31 January of the following year and that
constitute valid qualifying securities for the year; and”.

(2) This section applies from the taxation year 1988.

c. I3, 182. (1) Section 965.19 of the said Act, replaced by section 110
verbeed.  of chapter 4 of the statutes of 1988, is again replaced by the following
section:
Maximum “965.19 In no case may the amount of the deduction provided
deduction  £4 in section 965.18 in respect of an individual exceed the lesser of the
aggregate determined under section 965.19.1 and 10% of his total
income for the year.”
(2) This section applies from the taxation year 1988.
o1 183. (1) Section 965.19.1 of the said Act, enacted by section 110
am. " of chapter 4 of the statutes of 1988, is amended by replacing paragraph

¢ by the following paragraph:

“(c) the adjusted cost of the qualifying securities issued by an
investment fund, other than that portion of the adjusted cost which
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may reasonably be attributed to the purchase by the investment fund
of qualifying shares referred to in paragraphs a.3, ¢, c.4 and c.6 of
section 965.6, that the individual purchased during the year, that he
included in a stock savings plan not later than 31 January of the
following year and that constitute valid qualifying securities for the
year.”

(2) This section applies from the taxation year 1988.

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

“965.19.1.1 For the purposes of sections 965.18 to 965.19.1, a
qualifying share, other than a qualifying share referred to in
paragraph b, b.1, c or c.4 of section 965.6 or in paragraphc.1, c.2, c.3 or
d of section 965.6 where the assets of the issuing corporation are
$250 000 000 or more, that the individual purchased between 1
January 1988 and 29 February 1988 and that he included in a stock
savings plan not later than 31 March 1988, is deemed to have been
purchased by him in 1987 and included in 1987 in a stock savings plan
under which he is the beneficiary.”

(2) This section applies in respect of the taxation year 1987.

185. (1) Section 965.19.2 of the said Act is replaced by the
following section:

“965.19.2 For the purposes of sections 965.18 to 965.19.1,
where the individual contemplated therein is a member of an
investment group and that group purchased and included, at a
particular time, a qualifying share or a valid share in a stock savings
plan under which it is a beneficiary, the said share constitutes, up to
the amount of the individual’s interest in the investment group
indicated in the declaration filed with the dealer or, where such is the
case, determined in paragraph ¢ of section 965.6.5 or in paragraph b of
section 965.6.6, a share purchased and included at the same time in a
stock savings plan under which the individual is a beneficiary.”

(2) This section has effect from 1 June 1988.

186. (1) Section 965.22 of the said Act is amended by replacing
the first paragraph by the following paragraph:

“965.22 The splitting or replacement, without any
consideration other than a share, following a transaction occurring
after 10 May 1983 and described either in section 301 in respect of a
preferred share contemplated in subparagraph a of the first
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paragraph of section 965.9 or subparagraph c of the first paragraph of
section 965.9.1 or in section 536, 541 or 544 in respect of a common
share, of a qualifying share included in a stock savings plan does not
entail the withdrawal of the share from the plan if the requirement set
out in paragraph g of section 965.7 is met in relation to each share
issued in respect of the split or replaced share.”

(2) This section has effect from 1 June 1988.

187. (1) Section 965.26 of the said Act is replaced by the
following section:

“965.26 The dealer or federation shall ensure that every
qualifying share to be included in a stock savings plan has been
acquired for money consideration as part of a public share issue by an
individual or an investment group as first purchaser, other than a
dealer acting as an intermediary or firm underwriter, that the
certificate for the share has been transmitted to him directly by the
issuer of the certificate or by another dealer or federation certifying
that the certificate was held, without interruption from its issue, by a
dealer acting as an intermediary or firm underwriter or by such a
federation, and that the qualified corporation that issued the share has
stated, in the final prospectus or in the application for an exemption
from filing a prospectus, that the share could be included in a stock
savings plan.”

(2) This section has effect from 1 June 1988.

188. (1) The said Act is amended by inserting, after section
965.26, the following seection:

“963.26.0.1 The dealer shall ensure that every valid share to
be included in a stock savings plan meets the requirements set out in
section 965.9.7.1 or 965.9.7.2, as the case may be.”

(2) This section has effect from 1 June 1988.

189. (1) Section 965.31 of the said Act is replaced by the
following section:

“965.31 Theunused adjusted qualified investment deduction of
a venture capital corporation for a taxation year is the amount by
which 20% of the aggregate of the amounts representing its adjusted
interest in a qualified investment for each of the preceding five
taxation years exceeds the aggregate of the amounts deducted under
this title for the said preceding taxation years in respect of those
amounts.”
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(2) This section has effect from 13 May 1988.

190. (1) Section 965.31.1 of the said Act is amended by
replacing paragraphs a to ¢ by the following paragraphs:

“(a) inthe case of a qualified investment made before 2 May 1986,
100% of the amount of his or its interest in the qualified investment;

“(b) in the case of a qualified investment made after 1 May 1986
by a Québec business investment company other than such a
corporation referred to in paragraph c, d or ¢, 100 % of the amount of
his or its interest in the qualified investment without exceeding 100 %
of the amount of his or its financial commitment in respect of the
Québec business investment company determined immediately before
the time the Québec business investment company makes the qualified
investment;

“(¢) inthe case of a qualified investment made after 1 May 1986 by
a Québec business investment company referred to in section4.1 of the
Act respecting Québec business investment companies (R.S.Q.,
chapter S-29.1), 125% of the amount of his or its interest in the
qualified investment without exceeding 125% of the amount of his or
its financial commitment in respect of the Québec business investment
company determined immediately before the time the Québec
business investment company makes the qualified investment;

“(d) inthe case of a qualified investment made after 12 May 1988
by a Québec business investment company referred to in section 4.2 of
the Act respecting Québec business investment companies, 125% of
the amount of his or its interest in the qualified investment without
exceeding 125% of the amount of his or its financial commitment in
respect of the Québec business investment company determined
immediately before the time the Québec business investment
company makes the qualified investment; or

“(e) in the case of a qualified investment made after 12 May 1988
by a Québec business investment company referred to in section 4.3 of
the Act respecting Québec business investment companies, 150 % of
the amount of his or its interest in the qualified investment without
exceeding 150% of the amount of his or its financial commitment in
respect of the Québec business investment company determined
immediately before the time the Québec business investment
company makes the qualified investment.”

(2) This section has effect from 13 May 1988.

191. (1) The said Act is amended by inserting, after section
965.31.2, the following section:
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“965.31.3 For the purposes of this title, where an individual or
a venture capital corporation, hereinafter called the “heir”, acquires
by succession or will a share of a Québec business investment
company, the following rules apply:

(a) the cost of the share for the heir is deemed to be equal to the
cost of the share for the deceased shareholder determined without
taking into account the borrowing costs and other costs related to the
acquisition thereof or the custody fees;

(b) theinterest of the heir in a qualified investment in respect of a
qualified investment made by the Québec business investment
company after the death of the shareholder but before the share is
distributed or transferred to the heir is deemed to be, for the heir, an
interest in a qualified investment for the year during which the share
is allocated or transferred to him or it, and is deemed not to be, for the
heir, an interest in a qualified investment for the year during which
the Québec business investment company makes the qualified
investment.”

(2) This section has effect from 13 May 1988.

192. (1) Section 965.33 of the said Act is replaced by the
following section:

“965.33 A venture capital corporation may deduct, from its tax
otherwise payable for a taxation year under this Part computed
without reference to this Title, an amount not exceeding the sum of
20% of the aggregate of the amounts representing its adjusted
interest in a qualified investment for the year and its unused adjusted
qualified investment deduction for the year.”

(2) This section has effect from 13 May 1988.

193. (1) Section 965.34 of the said Act is replaced by the
following section:

“963.34 An individual or a venture capital corporation that
avails himself or itself of this Title shall attach to his or its fiscal return
filed for a taxation year under section 1000 a statement in prescribed
form of his or its investments in a Québec business investment
company of which he or it is a shareholder and a copy of the statements
in prescribed form received by him or it from the Société de
développement industriel du Québec for the year in respect of those
investments.”

(2) This section has effect from 13 May 1988.
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194. (1) Section 965.38 of the said Act, replaced by section 117
of chapter 4 of the statutes of 1988, is again replaced by the following
section:

“965.38 Notwithstanding section 965.37, in no case may the
amount of the deduction provided for in the said section in respect of an
individual for a year exceed 10% of his total income for the year.”

(2) This section applies from the taxation year 1988.

195. (1) Section 997 of the said Act is amended by replacing
paragraph f by the following paragraph:

“(f) anadditional amount of $2 000 may be deducted in computing
its taxable income for each taxation year but no deduction is permitted
under sections 738 to 749;”.

(2) This section applies from the taxation year 1988.

196. (1) Section 1003 of the said Act is amended by replacing
paragraph d by the following paragraph:

“(d) subject to sections 693.1 and 752.0.26, that other person
were entitled to the deductions to which the taxpayer was entitled
under sections 710 to 725.7 and 752.0.1 to 752.0.18 for the period in
computing his taxable income or his tax payable under this Part, as the
case may be, for the period.”

(2) This section applies from the taxation year 1988.

197. (1) Section 1012 of the said Act is replaced by the following
section:

“1012. Where a taxpayer has filed the fiscal return required
under section 1000 for a taxation year and where following that, not
later than the day on or before which he is required to file such fiscal
return for the subsequent taxation year relating to the amount
contemplated in section 1012.1 or would be required to file it if he had
to pay any tax under this Part for that subsequent taxation year, that
amount shall be included in computing the taxpayer’s taxable income
or, as the case may be, claimed as a deduction by him or for his account
for the taxation year by sending to the Minister, on the prescribed
form, an application to amend the fiscal return for the taxation year,
and the Minister shall reassess the taxpayer’s tax for any relevant
taxation year that is not a taxation year previous to the taxation year,
to take into account the amount included in computing his taxable
income or claimed as a deduction.”

(2) This section has effect from 1 January 1986.
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198. (1) Section 1012.1 of the said Act, amended by section 182
of chapter 67 of the statutes of 1987 and by section 119 of chapter 4 of
the statutes of 1988, is again amended

(1) by replacing what precedes paragraph a by the following:

“1012.1 Forthe purposes of section 1012, the amount that may
be included in computing the taxpayer’s taxable income or claimed as a
deduction by him or for his account for a taxation year is the amount
that the taxpayer may include or deduct, as the case may be, for that
taxation year under”;

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

“(b.2) section 726.24 in respect of a retroactive disability pension
payment received in a subsequent taxation year;”.

(2) This section has effect from 1 January 1986.

199. (1) Section 1029.2 of the said Act is amended by replacing
subparagraph i of paragraph a by the following subparagraph:

“i. such proportion of 3.2175% of the amount by which such loss
exceeds the portion of the loss it deducted in computing its taxable
income for each of the three preceding years, as is represented by the
ratio between its business carried on in Québec during the particular
year and the aggregate of its business carried on in Québec and
elsewhere during the latter year as established under subsection 2 of
section 771; and”.

(2) This section applies to a taxation year ending after 12 May
1988.

200. (1) Section 1029.7 of the said Act, amended by section 183
of chapter 67 of the statutes of 1987, section 123 of chapter 4 of the
statutes of 1988 and section 113 of chapter 18 of the statutes of 1988, is
again amended by replacing the first, second and third paragraphs by
the following paragraphs:

“1029.7 A taxpayer not mentioned in section 984 or 985, who
carries on a business in Canada and undertakes or causes to be
undertaken, on his behalf in Québec, scientific research and
experimental development within the meaning of the regulations
made pursuant to section 222, is deemed to have paid to the Minister,
for the taxation year during which the research and development were
undertaken, as partial payment of his tax payable for that year
pursuant to this Part, an amount equal to 20 % of the wages he has paid
in respect of the research and development to his employees of an
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establishment situated in Québec and of the portion of the
remuneration that he has paid in respect of the research and
development to a person who has undertaken all or part of the
research and development that may be attributed to the wages of the
employees of an establishment of that person situated in Québec or
would be if he had such employees.

Furthermore, for the purpose of computing the payments that a
taxpayer referred to in the first paragraph is required to make under
section 1025, 1026 or 1027, the taxpayer is deemed to have paid to the
Minister as partial payment of his tax payable for the year pursuant to
this Part, on the date on or before which each payment is required to
be paid, the amount which would be determined under the first
paragraph if it applied only to the period covered by the payment.

For the purposes of the first paragraph, the wages and
remuneration paid by a taxpayer include only the wages and
remuneration that

(a) constitute, for the taxpayer, a deductible expenditure
referred to in subsection 1 of section 222, other than an expenditure
referred to in paragraph e of the said subsection which, but for
subsection 3 of section 175.1, would not be deductible;

(b) do not constitute

i. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of a university research
contract within the meaning of paragraph b of section 1029.8.1 in
respect of which section 1029.8.6 applies;

ii. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of an agreement in respect of
which section 1029.8.10 applies;

ifi. all or part of an amount to which section 1029.7.1 or 1029.8.6.1
applies;

iv. an amount deducted by the taxpayer by virtue of section
726.4.38 or 726.4.48.”

(2) This section applies from the taxation year 1988.

201. (1) The said Act is amended by inserting, after section
1029.7, the following sections:
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“1029.7.1 An individual is, in respect of an amount he may
deduct in computing his taxable income for his taxation year 1988
pursuant to section 726.4.38, or could so deduct pursuant to the said
section on the assumption that he has sufficient income for that
purpose, except to the extent that he has deducted such an amount in
the computation pursuant to that section, deemed to have paid to the
Minister, for his taxation year 1988, as partial payment of his tax
payable for the year pursuant to this Part, an amount equal to 20 % of
the part of that amount that can reasonably be considered to be either
the wages he has paid in respect of scientific research and
experimental development within the meaning of the regulations
made pursuant to section 222 to his employees of an establishment
situated in Québec or of the remuneration he has paid in respect of the
research and development to a person who has undertaken all or part
of the research and development that may be attributed to the wages
of the employees of an establishment of that person situated in Québec
or would be if he had such employees.

Furthermore, for the purpose of computing the payments that an
individual referred to in the first paragraph is required to make under
section 1025 or 1026, the individual is deemed to have paid to the
Minister as partial payment of his tax payable for the year pursuant to
this Part, on the date on or before which each payment is required to
be paid, the amount which would be determined under the first
paragraph if it applied only to the period covered by the payment.

For the purposes of the first paragraph, the wages and
remuneration paid by an individual include only the wages and
remuneration that

(a) constitute, for the individual, a deductible expenditure
referred to in subsection 1 of section 222, other than an expenditure
referred to in paragraph e of the said subsection which, but for
subsection 3 of section 175.1, would not be deductible;

(b) do not constitute

1. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of a university research
contract within the meaning of paragraph b of section 1029.8.1 in
respect of which section 1029.8.6.1 applies;

ii. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of an agreement in respect of
which section 1029.8.10 applies;
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ili. an amount deducted by the individual by virtue of section
726.4.48.

For the purposes of this section, “wages” means income computed
under Chapters I and II of Title II of Book III of this Part.

“1029.7.2 Where the taxpayer referred toin section 1029.71s a
corporation that has been, during the whole taxation year
contemplated therein, a Canadian-controlled private corporation and
the assets or the net shareholders’ equity shown in its books and
financial statements submitted to the shareholders for its preceding
taxation year or, where the corporation is in its first fiscal period, at
the beginning of its first fiscal period, were less than $25 000 000 or no
more than $10 000 000, respectively, the rate of 20 % mentioned in the
said section shall be replaced by a rate of 40%, to the extent that it is
applied to the wages and portion of the remuneration contemplated
therein, the aggregate of which does not exceed the expenditure limit
of the corporation for the year.

“1029.7.3 For the purposes of section 1029.7.2, in computing
the assets or the net shareholders’ equity of a corporation at the time
contemplated therein, the amount representing the surplus
reassessment of its property and the amount of its intangible assets
shall be subtracted, to the extent that the amount indicated in their
respect exceeds the expenditure made in their respect.

For the purposes of the first paragraph, where all or part of the
expenditure made in respect of intangible assets consists of shares of
the corporation’s capital stock, all or the part of the expenditure, as
the case may be, is deemed to be nil.

“1029.7.4 For the purposes of section 1029.7.2, the assets of a
corporation that is associated in a taxation year with one or more other
corporations is equal to the amount by which the aggregate of the
assets of the corporation and of each corporation associated with it, as
determined under sections 1029.7.2 and 1029.7.3, exceeds the
aggregate of the amount of investments the corporations own in each
other and the balance of accounts between the corporations.

“1029.7.3 For the purposes of section 1029.7.2, the net
shareholders’ equity of a corporation that is associated in a taxation
year with one or more other corporations is equal to the amount by
which the aggregate of the net shareholders’ equity of the corporation
and of each corporation associated with it, as determined under
sections 1029.7.2 and 1029.7.3, exceeds the amount of investments in
shares the corporations own in each other.
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“1029.7.6 For the purposes of sections 1029.7.2 to 1029.7.5,
where a corporation or a corporation associated with it reduces its
assets or the net shareholders’ equity by any transaction in a taxation
year and where, but for that reduction, the corporation would not be
contemplated in section 1029.7.2, the assets are, or the net
shareholders’ equity is, as the case may be, deemed not to have been so
reduced unless the Minister decides otherwise.

“1029.7.7 For the purposes of section 1029.7.2, the
expenditure limit of a corporation for a taxation year equals
$2 000 000, except where the corporationis associated in the year with
one or more other Canadian-controlled private corporations in which
case, subject to sections 1029.7.8 to 1029.7.10, its expenditure limit for
the year is nil.

“1029.7.8 Notwithstanding section 1029.7.7, where all of the
Canadian-controlled private corporations that are associated with
each other in a taxation year have filed with the Minister, in
prescribed form, an agreement whereby, for the purposes of section
1029.7.2, they allocate an amount to one or more of them for the
taxation year and the amount or the aggregate of the amounts so
allocated, as the case may be, equals $2 000 000, the expenditure limit
for the year of each of the corporations is equal to the amount so
allocated to it.

“1029.7.9 If any of the Canadian-controlled private
corporations that are associated with each other in a taxation year fails
to file with the Minister an agreement as contemplated in section
1029.7.8 within thirty days after notice in writing by the Minister is
forwarded to any of them that such an agreement is required for the
purpose of any assessment of tax under this Part, the Minister shall,
for the purposes of section 1029.7.2, allocate an amount to one or more
of them for the taxation year, which amount or the aggregate of which
amounts, as the case may be, shall equal $2 000 000, and in any such
case, notwithstanding section 1029.7.7, the expenditure limit for the
year of each of the corporations equals the amount so allocated to it.

“1029.7.10 Notwithstanding any other provision of this
division

(a) where a Canadian-controlled private corporation, called “the
first corporation” in this section, has more than one taxation year
ending in the same calendar year and it is associated in two or more of
those taxation years with another Canadian-controlled private
corporation that has a taxation year ending in that calendar year, the
expenditure limit of the first corporation for each taxation year in
which it is associated with the other corporation ending in that
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calendar year is, subject to paragraph b, an amount equal to its
expenditure limit for the first such taxation year determined without
reference to paragraph b; and

(b) where a Canadian-controlled private corporation has a
taxation year that is less than fifty-one weeks, its expenditure limit for
the year is that proportion of its expenditure limit for the year
determined without reference to this paragraph that the number of
days in the year is of 365.”

(2) This section, where it enacts section 1029.7.1 of the Taxation
Act, applies to the taxation year 1988 of an individual.

(3) This section, where it enacts sections 1029.7.2 to 1029.7.10 of
the Taxation Act, applies in respect of wages and remuneration paid
after 12 May 1988 for expenditures made after 12 May 1988.

c. I3, 202. (1) Section 1029.8 of the said Act, amended by section 184

s. 10298, of chapter 67 of the statutes of 1987, section 124 of chapter 4 of the
statutes of 1988 and section 114 of chapter 18 of the statutes of 1988, is
again amended

(1) by replacing the first, second and third paragraphs by the

following paragraphs:
Partial “1029.8 Where a partnership carries on a business in Canada
payment  and undertakes or causes to be undertaken, on its behalf in Québec,
made scientific research and experimental development within the meaning

of the regulations made pursuant to section 222, every taxpayer, other
than a taxpayer mentioned in section 984 or 985, who is a member of
the partnership at the end of a fiscal period of the latter during which
the research and development were undertaken and who is not a
specified member or a limited partner, within the meaning of section
613.6, of that partnership during the said fiscal period, is deemed to
have paid to the Minister for his taxation year in which the fiscal period
ends, as partial payment of his tax payable for that year pursuant to
this Part, his portion of an amount equal to 20% of the wages the
partnership has paid during the fiscal period in respect of the research
and development to its employees of an establishment situated in
Québec and of the portion of the remuneration that the partnership
has paid during the fiscal period in respect of the research and
development to a person who has undertaken all or part of the
research and development, that may be attributed to the wages paid
to the employees of an establishment of that person situated in Québec
or would be if he had such employees.
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Partial Furthermore, for the purposes of computing the payments that a
rayment  taxpayer referred to in the first paragraph is required to make under
made section 1025, 1026 or 1027, for his taxation year in which the fiscal
period of the partnership ends, the taxpayer is deemed to have paid to
the Minister, as partial payment of his tax payable for the year
pursuant to this Part, the amount determined for the year in his
respect under the first paragraph, either on the date on which the
fiscal period ends where the date coincides with the date on or before
which the taxpayer is required to make such a payment or, in other
cases, on the first date following the end of the fiscal period which is

the date on or before which he is required to make such a payment.”;

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

“(b) do not constitute

i. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of a university research
contract within the meaning of paragraph b of section 1029.8.1 in
respect of which section 1029.8.7 applies;

ii. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of an agreement in respect of
which section 1029.8.11 applies;

iii. all or part of an amount to which section 1029.8.0.1 or
1029.8.7.1 applies;

iv. an amount deducted by the taxpayer by virtue of section
726.4.39 or 726.4.49.”;

(8) by striking out the fifth paragraph.
(2) This section applies from the taxation year 1988 of a taxpayer.

e 13, 203. (1) The said Act is amended by inserting, after section
ji 1029.80.11029 8 "the following sections:
1029.8.0.2,
e e “1029.8.0.1 An individual is, in respect of an amount he may
research and deduct in computing his taxable income for his taxation year 1988
feveopmert pursuant to section 726.4.39 or could so deduct pursuant to the said
i)" Québec  gection on the assumption that he has sufficient income for that
partnership PUrpOSse, except to the extent that he has deducted such an amount in
the computation pursuant to that section, deemed to have paid to the

Minister, for his taxation year 1988, as partial payment of his tax
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payable for the year pursuant to this Part, an amount equal to 20 % of
part of an amount that can reasonably be considered to be his portion
of the wages the partnership referred to in the said section 726.4.39
has paid in respect of scientific research and experimental
development within the meaning of the regulations made pursuant to
section 222 to its employees of an establishment situated in Québec or
of the remuneration the partnership has paid in respect of the research
and development to a person who has undertaken all or part of the
research and development that may be attributed to the wages of the
employees of an establishment of that person situated in Québec or
would be if he had such employees.

Amount Furthermore, for the purposes of computing the payments that
deemed  an individual referred to in the first paragraph is required to make
under section 1025 or 1026, for his taxation year 1988 in which the
fiscal period of the partnership ends, the individual is deemed to have
paid to the Minister, as partial payment of his tax payable for the year
pursuant to this Part, the amount determined for the year in his
respect under the first paragraph, either on the date on which the
fiscal period ends where the date coincides with the date on or before
which the individual is required to make such a payment or, in other
cases, on the first date following the end of the fiscal period which is
the date on or before which he is required to make such a payment.

Wages and For the purposes of the first paragraph, the wages and
tan "% pemuneration paid by a partnership include only the wages and

remuneration that

(a) constitute, for the partnership, a deductible expenditure
referred to in subsection 1 of section 222, other than an expenditure
referred to in paragraph e of the said subsection which, but for
subsection 3 of section 175.1, would not be deductible;

(b) do not constitute

1. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of a university research
contract within the meaning of paragraph b of section 1029.8.1 in
respect of which section 1029.8.7.1 applies;

ii. all or part of an amount that can reasonably be considered to be
an expenditure in respect of scientific research and experimental
development made in Québec by virtue of an agreement in respect of
which section 1029.8.11 applies;

322



1989

“wages”

Corporation
which is a
specified
member or
limited
partner of a
partnership

Maximum
amount

Amount
deemed
paid

Taxation Act CHAP. 5

iii. an amount deducted by the individual by virtue of section
726.4.49.

For the purposes of this section, “wages” means the income
computed pursuant to Chapters I and II of Title II of Book III of this
Part.

“1029.8.0.2 Where a partnership carries on a business in
Canada and undertakes or causes to be undertaken, on its behalf in
Québec, scientific research and experimental development within the
meaning of the regulations made pursuant to section 222, every
corporation that is a member of the partnership at the end of a fiscal
period of the latter ending after 31 December 1987 during which the
research and development were undertaken and that is not mentioned
in section 984 or 985 but is a specified member or a limited partner,
within the meaning of section 613.6 of the partnership during the said
fiscal period, is deemed to have paid to the Minister for its taxation
year in which the fiscal period ends, as partial payment of its tax
payable for that year pursuant to this Part, its portion of an amount
equal to 20% of the wages the partnership has paid during the fiscal
period in respect of the research and development to its employees of
an establishment situated in Québec and of the portion of the
remuneration that the partnership has paid during the fiseal period in
respect of the research and development to a person who has
undertaken all or part of the research and development, that may be
attributed to the wages paid to the employees of an establishment of
that person situated in Québec or would be if he had such employees.

Notwithstanding the foregoing, and subject to section 1029.8.8,
the amount determined in the first paragraph that a corporation is
deemed to have paid, for its taxation year in which the fiscal period of
the partnership ends, shall not exceed 20 % of the amount by which the
at-risk amount of its interest determined in respect of the partnership
pursuant to sections 613.2 to 613.5 at the end of the fiscal period
exceeds the amount used as the basis for computing, in respect of that
fiscal period, the amount that it is deemed to have paid under section
1029.8.7.2.

Furthermore, for the purposes of computing the payments that a
corporation referred to in the first paragraph is required to make
under section 1027, for its taxation year in which the fiscal period of
the partnership ends, the corporation is deemed to have paid to the
Minister, as partial payment of its tax payable for the year pursuant to
this Part, the amount determined for the year in its respect under the
first paragraph, either on the date on which the fiscal period ends
where the date coincides with the date on or before which the
corporation is required to make such a payment or, in other cases, on
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the first date following the end of the fiscal period which is the date on
or before which it is required to make such a payment.

Wages and For the purposes of the first paragraph, the wages and
ton "% remuneration include only the wages and remuneration that

(a) are paid

i. during a fiscal period of a partnership ending after
31 December 1987 and before 13 May 1988; or

ii. during a fiscal period of a partnership ending after 12 May
1988, but are so paid either before 13 May 1988 or after 12 May 1988
out of sums collected on or before that date;

(b) constitute, for the partnership, a deductible expenditure
referred to in subsection 1 of section 222 other than an expenditure
referred to in paragraph e of the said subsection which, but for
subsection 3 of section 175.1, would not be deductible;

(c) do not constitute all or part of an amount that can reasonably
be considered to be an expenditure in respect of scientific research and
experimental development made in Québec by virtue of a university
research contract within the meaning of paragraph b of section
1029.8.1 in respect of which section 1029.8.7.2 applies.

Sums For the purposes of subparagraph ii of subparagraph a of the
collected  fourth paragraph, sums collected after 12 May 1988 are deemed to
12 May 1988 have been collected on or before that date if they are collected

(a) through a distribution in accordance with a final prospectus
for which the receipt was granted on or before that date;

(b) through a distribution in accordance with a final prospectus
for which the receipt was granted after 12 May 1988 but on or before
30 June 1988, if the receipt for the preceding preliminary prospectus
was granted on or before 12 May 1988;

(¢) through a distribution before 12 May 1988 under an
exemption from filing a prospectus pursuant to section 48 or 51 of the
Securities Act (R.S.Q., chapter V-1.1);

(d) through a distribution after 12 May 1988 under an exemption
from filing a prospectus pursuant to section 48 of the Securities Act in
accordance with an offering memorandum received by the
Commission des valeurs mobilieres du Québec on or before 12 May
1988;
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(e) through a distribution after 12 May 1988 but on or before
30 June 1988 and used to make a deductible expenditure under
subsection 1 of section 222 pursuant to an agreement entered into in
writing on or before 12 May 1988.

For the purposes of the fifth paragraph, sums collected through a
distribution made in accordance with paragraph b or d of the said
paragraph constitute such sums to the extent of the amount
determined under the preliminary prospectus or the offering
memorandum, as the case may be, equal to that part of the anticipated
proceeds of the distribution contemplated in the preliminary
prospectus or offering memorandum, as the case may be, that was to
be used to make expenditures in respect of scientific research and
experimental development, within the meaning of the regulations
made pursuant to section 222.

For the purposes of this section, where expenditures in respect of
scientific research and experimental development made by a
partnership are not contemplated in the first paragraph for the sole
reason that the scientific research and experimental development in
respect of which the expenditures are made do not relate to a business
of the partnership, those expenditures of the partnership are deemed
to be expenditures referred to in the said paragraph where

(a) the partnership is, for the whole period during which
scientific research and experimental development expenditures are
made, related to another partnership no partner of which is a
corporation mentioned in section 984 or 985 or to a taxpayer other than
a corporation mentioned in one of the said sections that carries on a
business in Canada;

(b) the scientific research and experimental development are
related to a business of the other partnership or of the taxpayer
contemplated in subparagraph a;

(¢) the other partnership or the taxpayer contemplated in
subparagraph a is entitled to exploit the results of such scientific
research and experimental development.

For the purposes of this section, “wages” means the income
computed pursuant to Chapters I and II of Title II of Book III of this
Part.”

(2) This section, where it enacts section 1029.8.0.1 of the
Taxation Act, applies to the taxation year 1988 of an individual.

(3) This section, where it enacts section 1029.8.0.2 of the
Taxation Act, applies from the taxation year 1988. However, where
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the seventh paragraph of section 1029.8.0.2, enacted by this section,
applies in respect of expenditures contemplated in subsection 4, it
shall be read by replacing the words “a business” wherever they
appear by the words “the business or class of business”.

(4) The expenditures to which subsection 3 refers are
expenditures made either before 16 December 1987 or after
15 December 1987 and before 1 January 1989

(a) pursuant to
i. anobligation entered into in writing before 16 December 1987;

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

ili. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum;

(b) by way of a payment made to an entity referred to in any of
paragraphs a to ¢ of subsection 1 of section 222 of the Taxation Act, as
enacted by subsection 1 of section 49 as part of a public fund raising
campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by the entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
property necessary for the equipment of such a building for the
purpose for which that building was intended.

(5) For the purposes of paragraph a of subsection 4, where
expenditures are made after 15 December 1987 by way of a payment
to an entity referred to in any of paragraphs a to e of subsection 1 of
section 222 of the Taxation Act, as enacted by subsection 1 of section
49, the scientific research and experimental development to be
undertaken pursuant to that payment shall be so undertaken before
1 January 1989.
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204. (1) Section 1029.8.1 of the said Act, enacted by section 125
of chapter 4 of the statutes of 1988, is amended

(1) by striking out paragraph a;
(2) by replacing paragraph b by the following paragraph:

“(b) “university research contract” means a contract entered into
after 30 April 1987 and before 1 January 1991 between a taxpayer or
partnership carrying on a business in Canada or a prescribed linkage
agency commissioned by such a taxpayer or partnership and an
eligible university entity under which the eligible university entity
binds itself to make, in Québec, before 1 January 1993, on behalf of the
taxpayer or partnership, expenditures in respect of scientific research
and experimental development, directly undertaken by the entity,
related to a business of the taxpayer or partnership or of the other
partnership or the taxpayer contemplated in the fourth paragraph of
section 1029.8.7.2 to whom the partnership is related, where the latter
are entitled to exploit the results thereof;”;

(3) by inserting, after paragraph b, the following paragraph:

“(b.1) “tax exempt taxpayer” means a tax exempt corporation or
a trust one of the capital or income beneficiaries of which is a tax
exempt corporation or a person exempt from tax by virtue of Book
VIII of this Part;”;

(4) by striking out paragraph e;
(5) by replacing paragraph f by the following paragraph:

“(f) “eligible university entity” means a Québec university or any
other prescribed body;”;

(6) by striking out paragraph g.

(2) Paragraphs 1, 2, 4, 5and 6 of subsection 1 apply in respect of a
university research contract entered into after 12 May 1988, subject
to subsections 4 to 8.

(8) Paragraph 3 of subsection 1 applies from the taxation year
1988.

(4) Notwithstanding subsection 2, paragraph 2 of subsection 1
applies from the taxation year 1988 where paragraph b of section
1029.8.1 of the Taxation Act, enacted thereby, refers to a taxpayer.

(5) Notwithstanding subsection 2 and subject to subsection 6,
where paragraph b of section 1029.8.1 of the Taxation Act, enacted by
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research
contract”

paragraph 2 of subsection 1, applies in respect of a university research
contract entered into before 13 May 1988, it shall be read as follows or,
alternatively, as follows but by replacing the words “a corporation”
and “the corporation” wherever they appear, by the words “a
taxpayer” and “the taxpayer” and making the required adaptations,
where the text to be read also applies from the taxation year 1988:

“(b) “university research contract” means a contract entered into
after 30 April 1987 and before 13 May 1988 between a corporation or
partnership carrying on a business in Canada and an eligible
university entity under which the eligible university entity binds itself
to make, in Québec, before 1 January 1993, on behalf of the
corporation or partnership, expenditures in respect of scientific
research and experimental development, directly undertaken by the
entity, related to a business of the corporation or partnership or of the
other partnership or the taxpayer contemplated in the fourth
paragraph of section 1029.8.7 or the fourth paragraph of section
1029.8.7.2 to whom the partnership is related, where the latter are
entitled to exploit the results thereof.”

(6) Where paragraph b of section 1029.8.1 of the Taxation Act, as
enacted by paragraph 2 of subsection 1 and as it shall be read pursuant
to subsection 5, applies in respect of expenditures made before
16 December 1987 or in respect of expenditures contemplated in
subsection 7, it shall be read by replacing the words “related to a
business” by the words “related to the business or class of business”.

(7) The expenditures to which subsection 6 refers are
expenditures made after 15 December 1987 and before 1 January 1989

(a) pursuant to
i. anobligation entered into in writing before 16 December 1987;

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

iii. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum;
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(b) by way of a payment made to an entity referred to in any of
paragraphs a to ¢ of subsection 1 of section 222 of the Taxation Act as
enacted by subsection 1 of section 49 as part of a public fund raising
campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by the entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
property necessary for the equipment of such a building for the
purpose for which that building was intended.

(8) For the purposes of paragraph a of subsection 7, where
expenditures are made after 15 December 1987 by way of a payment
to an entity referred to in any of paragraphs a to e of subsection 1 of
section 222 of the Taxation Act as enacted by subsection 1 of section
49, the scientific research and experimental development to be
undertaken pursuant to that payment shall be so undertaken before
1 January 1989.

205. (1) Section 1029.8.2 of the said Act, enacted by section 125
of chapter 4 of the statutes of 1988, is amended by replacing
paragraphs a and b by the following paragraphs:

“(a) the taxpayer or partnership having entered into the earlier
research contract, or

“(b) a person or partnership related to the taxpayer or
partnership contemplated in paragraph a.”

(2) This section applies from the taxation year 1988.

206. (1) Section 1029.8.3 of the said Act, enacted by section 125
of chapter 4 of the statutes of 1988, is amended

(1) by replacing that part of paragraph & which precedes
subparagraph 1 by the following:

“(b) include only, subject to paragraph c, the following
expenditures made before 1 January 1993;”;

(2) by replacing the period at the end of paragraph b by a
semicolon;

(3) by adding after paragraph b the following paragraph:

“(¢) do not include expenditures referred to in any of
subparagraphs a to d of the first paragraph of section 230.0.0.2.”
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(2) This section has effect from 16 December 1987.
e. 13, 207. (1) Sections 1029.8.4 and 1029.8.5 of the said Act, enacted

s losons, DY section 125 of chapter 4 of the statutes of 1988, are replaced by the

replaced  following sections:

Capital “1029.8.4 For the purposes of this division, expenditures of a

expenditures o4 hital nature made by an eligible university entity in a taxation year
or during a fiscal period of a partnership include only expenditures
made to acquire, in the year or during the fiscal period, property other
than land or a leasehold in land intended to be used in Québec withina
reasonable time after it is acquired.

Research “1029.8.5 For the purposes of this division, scientific research
and develop. gnd experimental development related to a business includes any
to a business scientific research and experimental development that may lead to or

facilitate an extension of that business.”

(2) This section, where it replaces section 1029.8.4 of the
Taxation Act, applies in respect of expenditures made after
15 December 1987, other than expenditures made after that date and
before 1 January 1989, pursuant to

(a) an obligation entered into in writing before 16 December
1987; '

(b) the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

(c) theterms of an offering memorandum distributed as part of an
offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum.

(3) This section, where it replaces section 1029.8.5 of the
Taxation Act, has effect from 16 December 1987.

e 13, 208. (1) Section 1029.8.6 of the said Act, enacted by section 125
S o868 of chapter 4 of the statutes of 1988, is replaced by the following section:
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Taxpayer “1029.8.6 A taxpayer, other than a tax exempt taxpayer, who

krety carries on a business in Canada and has made a university research

research - contract with an eligible university entity or has commissioned a
prescribed linkage agency to make such a contract is deemed to have
paid to the Minister, for his taxation year during which the scientific
research and experimental development related to a business of the
taxpayer were undertaken by the eligible university entity under the
university research contract, as partial payment of his tax payable for
that year pursuant to this Part, an amount equal to 40 % of the total or
partial amount he has paid during the year but before 1 January 1993
to the eligible university entity and that may reasonably be considered
to be attributable to expenditures of a current nature or expenditures
of a capital nature, deductible under subsection 1 of section 222 or
paragraph a of section 223, for scientific research and experimental
development carried on by the eligible university entity in Québec
under the university research contract.

Computation Furthermore, for the purposes of computing the payments that a

of payments taxpayer referred to in the first paragraph is required to make under
section 1025, 1026 or 1027, the taxpayer is deemed to have paid to the
Minister as partial payment of his tax payable for the year pursuant to
this Part, on the date on or before which each payment is required to
be paid, the amount which would be determined under the first
paragraph if it applied only to the period covered by the payment.

Amounts For the purposes of the first paragraph, an amount paid by a
included ¢ ¥payer to an eligible university entity includes only the amount that
does not constitute

(a) all or part of an amount that can reasonably be considered to
be an expenditure in respect of scientific research and experimental
development made in Québec by virtue of an agreement in respect of
which section 1029.8.10 applies;

(b) all or part of an amount to which section 1029.8.6.1 applies;

(¢) an amount deducted by the taxpayer by virtue of section
726.4.48.”

(2) This section applies, subject to subsections 3 to 6, in respect of
expenditures made after 15 December 1987. However, where section
1029.8.6 of the Taxation Act, enacted by this section, refers to a
taxpayer, and where this section enacts the third paragraph of the said
section 1029.8.6, they apply from the taxation year 1988.

(3) Notwithstanding subsection 2, this section has effect from
13 May 1988 where section 1029.8.6, enacted by this section, refers to
a prescribed linkage agency commissioned by a taxpayer.
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(4) Notwithstanding subsection 2, where section 1029.8.6 of the
Taxation Act, enacted by this section, applies in respect of
expenditures contemplated in subsection 5, it shall be read by
replacing the words “related to a business”, where they appear, by the
words “related to his business or class of business”.

(5) The expenditures to which subsection 4 refers are
expenditures made after 15 December 1987 and before 1 January 1989

(@) pursuant to
i. an obligation entered into in writing before 16 December 1987,

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

iii. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum;

() by way of a payment made to an entity referred to in any of
paragraphs a to c of subsection 1 of section 222 of the Taxation Act, as
enacted by subsection 1 of section 49 as part of a public fund raising
campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by the entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
property necessary for the equipment of such a building for the
purpose for which that building was intended.

(6) For the purposes of paragraph @ of subsection 5, where
expenditures are made after 15 December 1987 by way of a payment
to an entity referred to in any of paragraphs a to e of section 222 of the
Taxation Act, as enacted by subsection 1 of section 49, the scientific
research and experimental development to be undertaken pursuant to
that payment shall be so undertaken before 1 January 1989.
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209. (1) The said Act is amended by inserting, after section
1029.8.6, the following section:

“1029.8.6.1 An individual, in respect of an amount he may
deduct in computing his taxable income for his taxation year 1988
pursuant to section 726.4.48, or could so deduct pursuant to the said
section on the assumption that he has sufficient income for that
purpose, except to the extent that he has deducted such an amount in
the computation pursuant to that section, is deemed to have paid to the
Minister, for his taxation year 1988, as partial payment of his tax
payable for the year pursuant to this Part, an amount equal to 40 % of
the amount that he may or could so deduct.

Furthermore, for the purposes of computing the payments that
an individual referred to in the first paragraph is required to make
under section 1025 or 1026, the individual is deemed to have paid to the
Minister as partial payment of his tax payable for the year pursuant to
this Part, on the date on or before which each payment is required to
be paid, the amount which would be determined under the first
paragraph if it applied only to the period covered by the payment.

For the purposes of the first paragraph, an amount referred to
therein does not include the amount that constitutes all or part of an
amount that can reasonably be considered to be an expenditure in
respect of scientific research and experimental development made in
Québec by virtue of an agreement in respect of which section 1029.8.10
applies.”

(2) This section applies to the taxation year 1988 of an individual.

210. (1) Section 1029.8.7 of the said Act, enacted by section 125
of chapter 4 of the statutes of 1988, is amended

(1) by replacing the first, second and third paragraphs by the
following paragraphs:

“1029.8.7 Where a partnership carries on a business in Canada
and has entered into a university research contract with an eligible
university entity or has commissioned a prescribed linkage agency to
make such a contract, every taxpayer, other than a tax-exempt
taxpayer, who is a member of the partnership at the end of a fiscal
period of the latter during which scientific research and experimental
development related to a business of the partnership was carried on by
the eligible university entity under the university research contract
and who is not a specified member or a limited partner, within the
meaning of section 613.6, of that partnership during the said fiscal
period, is deemed to have paid to the Minister for his taxation year in
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which the said fiscal period ends, as partial payment of his tax payable
for that year pursuant to this Part, his portion of an amount equal to
40% of the total or partial amount the partnership has paid during the
said fiscal period but before 1 January 1993 to the eligible university
entity and that may reasonably be considered to be attributable to
expenditures of a current nature or expenditures of a capital nature
deductible under subsection 1 of section 222 or paragraph a of section
223 for scientific research and experimental development carried on
by the eligible university entity in Québec under the university
research contract.

Furthermore, for the purposes of computing the payments that a
taxpayer referred to in the first paragraph is required to make under
section 1025, 1026 or 1027, for his taxation year in which the fiscal
period of the partnership ends, the taxpayer is deemed to have paid to
the Minister, as partial payment of his tax payable for the year
pursuant to this Part, the amount determined for the year in his
respect under the first paragraph, either on the date on which the
fiscal period ends where that date coincides with the date on or before
which the taxpayer is required to make such a payment or, in other
cases, on the first date following the end of the fiscal period which is
the date on or before which he is required to make such a payment.

For the purposes of the first paragraph, an amount paid by a
partnership includes only the amount that does not constitute

(a) all or part of an amount that can reasonably be considered to
be an expenditure in respect of scientific research and experimental
development made in Québec by virtue of an agreement in respect of
which section 1029.8.11 applies;

(b) all or part of an amount to which section 1029.8.7.1 applies;

(¢) an amount deducted by the taxpayer by virtue of section
726.4.49.”;

(2) by striking out the fourth paragraph.
(2) Thissection applies from the taxation year 1988 of a taxpayer.

(8) Where the first paragraph of section 1029.8.7 of the Taxation
Act, enacted by this section, applies in respect of expenditures
contemplated in subsection 4, it shall be read by replacing the words
“related to a business”, where they appear, by the words “related to
the business or class of business”.
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(4) The expenditures to which subparagraph 3 refers are
expenditures made either before 16 December 1987 or after
15 December 1987 and before 1 January 1989

(a) pursuant to
i. an obligation entered into in writing before 16 December 1987;

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

iii. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum;

(b) by way of a payment made to an entity referred to in any of
paragraphs a to ¢ of subsection 1 of section 222 of the Taxation Act, as
enacted by subsection 1 of section 49 as part of a public fund raising
campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by the entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
property necessary for the equipment of such a building for the
purpose for which that building was intended.

(5) For the purposes of paragraph a of subsection 4, where
expenditures are made after 15 December 1987 by way of a payment
to an entity referred to in any of paragraphs a to e of subsection 1 of
section 222 of the Taxation Act, as enacted by subsection 1 of section
49, the scientific research and experimental development to be
undertaken pursuant to that payment shall be so undertaken before
1 January 1989.

211. (1) The said Act is amended by inserting, after section
1029.8.7, the following sections:

“1029.8.7.1 An individual, in respect of an amount he may
deduct in computing his taxable income for his taxation year 1988
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pursuant to section 726.4.49, or could so deduct pursuant to the said

section on the assumption that he has sufficient income for that

purpose, except to the extent that he has deducted such an amount in

the computation pursuant to that section, is deemed to have paid to the

Minister, for his taxation year 1988, as partial payment of his tax

payable for the year pursuant to this Part, an amount equal to 40 % of
/the amount that he may or could so deduct.

Computa- Furthermore, for the purposes of computing the payments that

o ernts  an individual referred to in the first paragraph is required to make
under section 1025 or 1026, for his taxation year 1988 in which the
fiscal period of the partnership referred to in section 726.4.49 ends, the
individual is deemed to have paid to the Minister, as partial payment of
his tax payable for the year pursuant to this Part, the amount
determined for the year in his respect under the first paragraph,
either on the date on which the fiscal period ends where the date
coincides with the date on or before which the individual is required to
make such a payment or, in other cases, on the first date following the
end of the fiscal period which is the date on or before which he is
required to make such a payment.

Amount For the purposes of the first paragraph, an amount contemplated

excuded  therein does not include the amount that constitutes all or part of an
amount that can reasonably be considered to be an expenditure in
respect of scientific research and experimental development made in
Quélbec by virtue of an agreement in respect of which section 1029.8.11
applies.

Corpora- “1029.8.7.2 Where a partnership carries on a business in

tions which Canada and has entered into a university research contract with an

ofapart-  eligible university entity or has commissioned a prescribed linkage

ership " .

agency to make such a contract, every corporation that is a member of
the partnership at the end of a fiscal period of the latter ending after
31 December 1987 during which scientific research and experimental
development related to a business of the partnership was carried on by
the eligible university entity and that is not a tax exempt corporation
but is a specified member or a limited partner, within the meaning of
section 613.6, of that partnership during the said fiscal period, is
deemed to have paid to the Minister for its taxation year in which the
said fiscal period ends, as partial payment of its tax payable for that
year pursuant to this Part, its portion of an amount equal to 40 % of the
total or partial amount the partnership has paid during the said fiscal
period but before 1 January 1993 to the eligible university entity and
that may reasonably be considered to be attributable to expenditures
of a current nature or expenditures of a capital nature deductible
under subsection 1 of section 222 or paragraph a of section 223 for
scientific research and experimental development carried on by the
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eligible university entity in Québec under the university research
contract.

Notwithstanding the foregoing, and subject to section 1029.8.8,
the amount determined in the first paragraph that a corporation
contemplated therein is deemed to have paid, for its taxation year in
which the fiscal period of the partnership ends, shall not exceed 40 % of
the at-risk amount of its interest determined in respect of the
partnership pursuant to sections 613.2 to 613.5 at the end of the fiscal
period.

Furthermore, for the purposes of computing the payments that a
corporation referred to in the first paragraph is required to make
under section 1027, for its taxation year in which the fiscal period of
the partnership ends, the corporation is deemed to have paid to the
Minister, as partial payment of its tax payable for the year pursuant to
this Part, the amount determined for the year in its respect under the
first paragraph, either on the date on which the fiscal period ends
where the date coincides with the date on or before which the
corporation is required to make such a payment or, in other cases, on
the first date following the end of the fiscal period which is the date on
or before which it is required to make such a payment.

For the purposes of the first paragraph, an amount paid by a
partnership to an eligible university entity includes only the amount
that is paid

(a) during a fiscal period of the partnership ending after
31 December 1987 and before 13 May 1988; or

(b) during a fiscal period of the partnership ending after 12 May
1988, but is so paid either before 13 May 1988 or after 12 May 1988 out
of sums collected on or before that date.

For the purposes of paragraph b of the fourth paragraph, sums
collected after 12 May 1988 are deemed to have been collected on or
before that date, if they are collected

(a) through a distribution in accordance with a final prospectus
for which the receipt was granted on or before that date;

(b) through a distribution in accordance with a final prospectus
for which the receipt was granted after 12 May 1988 but on or before
30 June 1988, if the receipt for the preceding preliminary prospectus
was granted on or before 12 May 1988;
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(¢) through a distribution before 12 May 1988 under an
exemption from filing a prospectus pursuant to section 48 or 51 of the
Securities Act (R.S.Q., chapter V-1.1);

(d) through a distribution after 12 May 1988 under an exemption
from filing a prospectus pursuant to section 48 of the Securities Act in
accordance with an offering memorandum received by the
Commission des valeurs mobilieres du Québec on or before 12 May
1988;

(e) through a distribution after 12 May 1988 but on or before
30 June 1988 and used to make a deductible expenditure under
subsection 1 of section 222 or paragraph a of section 223, pursuant to
an agreement entered into in writing on or before 12 May 1988.

For the purposes of the fifth paragraph, sums collected through a
distribution made in accordance with paragraph b or d of the said
subsection constitute such sums to the extent of the amount
determined under the preliminary prospectus or the offering
memorandum, as the case may be, equal to that part of the anticipated
proceeds of the distribution contemplated in the preliminary
prospectus or offering memorandum, as the case may be, that was to
be used to make expenditures in respect of scientific research and
experimental development, within the meaning of the regulations
made pursuant to section 222.

For the purposes of this section and the definition of the
expression “university research contract”, where an amount paid by a
partnership to an eligible university entity pursuant to an eligible
university contract is not contemplated in the first paragraph for the
sole reason that the scientific research and experimental development
in respect of which the amount is paid does not relate to a business of
the partnership, the amount paid by the partnership is deemed to be
an amount referred to in the said paragraph where

(a) the partnership is, for the whole period during which
scientific research and experimental development expenditures is
carried on, related to another partnership no partner of which is a tax
exempt corporation within the meaning of paragraph d of section
1029.8.1 or a tax exempt individual or to a taxpayer other than a tax
exempt corporation within the meaning of paragraph d of section
%3029.8.1 or a tax exempt individual, that carries on a business in

anada;

(b) the scientific research and experimental development relates
to a business of the other partnership or of the taxpayer contemplated
in subparagraph a;

338



1989

Taxation Act CHAP. 5

(c) the other partnership or the taxpayer contemplated in
subparagraph a is entitled to exploit the results of such scientific
research and experimental development.

(2) This section, where it enacts section 1029.8.7.1 of the
Taxation Act, applies to the taxation year 1988 of an individual.

- (3) This section, where it enacts section 1029.8.7.2 of the
Taxation Act, applies from the taxation year 1988. However, where
the first and seventh paragraphs of section 1029.8.7.2, enacted by this
section, apply in respect of expenditures contemplated in subsection 4,
they shall be read by replacing the words “related to a business”, “does
not relate to a business” and “relates to a business”, wherever they
appear, by the words “related to the business or class of business”,
“does not relate to the business or class of business”, and “relates to a
business or class of business”, respectively.

(4) The expenditures to which subsection 3 refers are
expenditures made either before 16 December 1987 or after
15 December 1987 and before 1 January 1989

(a) pursuant to
i. an obligation entered into in writing before 16 December 1987;

ii. the terms of a final prospectus, preliminary prospectus,
registration statement or offering memorandum filed before
16 December 1987 with a public authority in Canada pursuant to and
in accordance with the securities legislation of any province; or

iii. the terms of an offering memorandum distributed as part of
an offering of securities where the offering memorandum contained a
complete or substantially complete description of the securities
contemplated in the offering as well as the terms and conditions of the
offering of the securities, the offering memorandum was distributed
before 16 December 1987, solicitations in respect of the sale of the
securities contemplated by the offering memorandum were made
before 16 December 1987, and the sale of the securities was
substantially in accordance with the offering memorandum;

(b) by way of a payment made to an entity referred to in any of
paragraphs a to c of subsection 1 of section 222 of the Taxation Act, as
enacted by subsection 1 of section 49 as part of a public fund raising
campaign that commenced on or before 15 December 1987, or after
that date pursuant to a settled plan evidenced in writing on or before
that date, that may reasonably be considered to be for the purpose of
funding the acquisition by the entity of a building which was under
construction by or on behalf of the entity on 16 December 1987, or of
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property necessary for the equipment of such a building for the
purpose for which that building was intended.

(5) For the purposes of paragraph a of subsection 4, where
expenditures are made after 15 December 1987 by way of a payment
to an entity referred to in any of paragraphs a to e of subsection 1 of
section 222 of the Taxation Act, as enacted by subsection 1 of section
49, the scientific research and experimental development to be
undertaken pursuant to that payment shall be so undertaken before
1 January 1989.

¢ 13, 212. (1) Section 1029.8.8 of the said Act, enacted by section 125
seaens > of chapter 4 of the statutes of 1988, is replaced by the following section:

Advance “1029.8.8 A corporation that would be contemplated in the

rmg.a  second paragraph of section 1029.8 or 1029.8.7 if those sections were
read without reference to the words “a specified member or” shall not
be deemed to have paid to the Minister its portion of an amount in
respect of expenditures of a partnership referred to in any of the said
sections unless a favourable advance ruling has been given by the
Ministere du Revenu regarding the proposed financing of the
expenditures, either before the date of the receipt for the final
prospectus or of the exemption from filing a prospectus, as the case
may be, relating to the acquisition of an interest in the partnership, or
before the date of subscription of the interest in other cases.”

(2) This section applies from the taxation year 1988.

e 13, 213. (1) The said Act is amended by inserting, before Division
Soraa® 111 of Chapter IIL.1 of Title I of Book IX of Part I, the following
added sections:

University “1029.8.9 A taxpayer shall not be deemed to have paid to the

research © Minister an amount or his portion of an amount referred to in section

entered  1029.8.6, 1029.8.7 or 1029.8.7.2 related to a university research

into after

18 December CONtract entered into after 18 December 1987 unless a favourable

1987 advance ruling has been given by the Ministére du Revenu regarding
the university research contract to which the amount or that portion of
an amount, as the case may be, is related, before any amount is paid,
pursuant to the contract, to an eligible university entity.

Linkage Where a university research contract is made by a prescribed

ageney  linkage agency, the favourable advance ruling referred to in the first
paragraph shall be obtained by the agency.

Amount Furthermore, where an amount or portion of an amount is related

related to £ two or more university research contracts, the favourable advance

contracts
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ruling referred to in the first paragraph shall be made in respect of
each university research contract to which the amount or portion of an
amount, as the case may be, is related.

Where, pursuant to a university research contract, an amount has
been paid to an eligible university entity before a favourable advance
ruling is given by the Ministére du Revenu regarding the contract, the
amount so paid is, for the sole purposes of the first paragraph, deemed
to have been paid after a favourable advance ruling was given by the
Ministere du Revenu regarding the contract, if

(@) an application for an advance ruling regarding the contract
has been filed with the Ministére du Revenu within 90 days following
the date on which the contract was entered into;

(b) the Ministére du Revenu has given a favourable ruling
regarding the contract.

“DIVISION II.3

“OTHER CREDIT FOR SCIENTIFIC RESEARCH AND EXPERIMENTAL DEVELOPMENT

“1029.8.10 A taxpayer other than a tax exempt taxpayer
within the meaning of paragraph b.1 of section 1029.8.1, who carries
on a business in Canada and has made an agreement with a person or
partnership whereby the parties agree to undertake or cause to be
undertaken, on their behalf in Québec, scientific research and
experimental development, within the meaning of the regulations
made pursuant to section 222 and in respect of which the Minister of
Industry, Commerce and Technology has issued a receipt on or before
31 December 1990, is deemed to have paid to the Minister, for his
taxation year during which the scientifie research and experimental
development related to a business of the taxpayer were undertaken,
as partial payment of his tax payable for the year pursuant to this
Part, an amount equal to 40% of the total or part of the expenditures
he has made in Québec and that may reasonably be considered to be
attributable to expenditures of a current nature or expenditures of a
capital nature, deductible under subsection 1 of section 222 or
paragraph a of section 223, for scientific research and experimental
development.

Furthermore, for the purposes of computing the payments that a
taxpayer referred to in the first paragraph is required to make under
section 1025, 1026 or 1027, the taxpayer is deemed to have paid to the
Minister as partial payment of his tax payable for the year pursuant to
this Part, on the date on or before which each payment is required to
be paid, the amount which would be determined under the first
paragraph if applied only to the period covered by the payment.
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Agreement “1029.8.11 Where a particular partnership carries on a
between Jy35iness in Canada and has made an agreement with a person or a
partnership

and person partnership whereby the parties agree to undertake or cause to be

nehipin  Undertaken, on their behalf in Québee, scientific research and

respect of  experimental development within the meaning of the regulations

tobe ~ made pursuant to section 222, and in respect of which the Minister of

et Industry, Commerce and Technology has issued a receipt on or before
31 December 1990, every taxpayer who is a member of the partnership
at the end of a fiscal period of the latter during which scientific
research and experimental development related to a business of the
partnership were undertaken and who is not a tax exempt taxpayer
within the meaning of paragraph b.1 of section 1029.8.1 or a specified
member of the partnership during the said fiscal period, is deemed to
have paid to the Minister, for his taxation year in which the fiscal
period ends, as partial payment of his tax payable for that year
pursuant to this Part, his portion of an amount equal to 40 % of the total
or part of the expenditures the partnership has made in Québec during
the fiscal period and that may reasonably be considered to be
attributable to expenditures of a current nature or expenditures of a
capital nature, deductible under subsection 1 of section 222 or
paragraph a of section 223 for scientific research and experimental
development.

Computa- Furthermore, for the purposes of computing the payments that a
o ints  taxpayer referred to in the first paragraph is required to make under
section 1025, 1026 or 1027, for his taxation year in which the fiscal
period of the partnership ends, the taxpayer is deemed to have paid to
the Minister, as partial payment of his tax payable for the year
pursuant to this Part, the amount determined for the year in his
respect under the first paragraph, either on the date on which the
fiscal period ends where the date coincides with the date on or before
which the taxpayer is required to make such a payment or, in other
cases, on the first date following the end of the fiscal period which is
the date on or before which he is required to make such a payment.

Expendi- “1029.8.12 For the purposes of this division, expenditures in
mcged  respect of scientific research and experimental development

(a) do not include expenditures made to acquire rights in, or
arising out of, scientific research and experimental development;

(b) include only, subject to paragraph ¢, the following
expenditures made after 12 May 1988 and before 1 January 1993:

i. expenditures each of which was an expenditure made for and
all or substantially all of which was attributable to the prosecution, or
to the provision of premises, facilities or equipment for the
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prosecution, of scientific research and experimental development in
Québec;

ii. expenditures of a current nature that were directly
attributable, as determined by regulation under subparagraph ii of
subparagraph b of the first paragraph of section 230, to the
prosecution, or to the provision of premises, facilities or equipment for
the prosecution, of scientific research and experimental development
in Québec;

(¢) donot include expenditures referred to in any of paragraphs a
to d of the first paragraph of section 230.0.0.2.

Expendi- “1029.8.13 For the purposes of this division, the expenditures

tures | in respect of scientific research and experimental development made
by a taxpayer or a partnership in a taxation year or a fiscal period, as
the case may be, include the aggregate of all amounts of expenditures
made by the taxpayer or the partnership in the taxation year or fiscal
period, as the case may be, by way of repayment of an amount referred
to in paragraph b of section 225 that can be attributed to expenditures
in respect of scientific research and experimental development made
in Québec after 12 May 1988 and before 1 January 1993.

Capital “1029.8.14 For the purposes of this division, the expenditures

expenditures of 4 capital nature contemplated in paragraph a of section 223 that are
made in Québec by a taxpayer in a taxation year or a partnership
during a fiscal period include only expenditures made after 12 May
1988 and before 1 January 1993 to acquire, in the year or during the
fiscal period, property other than land or a leasehold in land intended
to be used in Québec within a reasonable time after it is acquired.

Research “1029.8.15 For the purposes of this division, scientific
and develop. agearch and experimental development related to a business includes
to a business any scientific research and experimental development that may lead

to or facilitate an extension of that business.

Receipt “1029.8.16 For the purposes of this division,

revoked
(a) a receipt that is revoked by the Minister of Industry,
Commerce and Technology is null and void from the time when the
revocation becomes effective;

(b) no amount can be deemed to have been paid by a taxpayer in
respect of an expenditure referred to in section 1029.8.10 or 1029.8.11
if the receipt issued by the Minister of Industry, Commerce and
Technology was not in effect or valid when the expenditure was made
and when scientific research and experimental development, within
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the meaning of the regulations made pursuant to section 222, were
undertaken, where the expenditure was made after the date of issue of
the receipt or, if the exemption was granted before the date indicated
to that effect on the receipt, where the exemption was granted before
the date of issue of the receipt.

“DIVISION I1.4

“GOVERNMENT ASSISTANCE, NON-GOVERNMENT ASSISTANCE AND CONTRACT
PAYMENT

“1029.8.17 In this division,

(a) “government assistance” means assistance from a
government, municipality or other public authority whether as a
grant, subsidy, forgivable loan, deduction from tax, investment
allowance or as any other form of assistance other than an amount
contemplated in Divisions II, II.1 and II.3 of this chapter and a
prescribed amount;

(b) “non-government assistance” means an amount that would be
included in computing the income of a taxpayer by virtue of paragraph
w of section 87 if that paragraph were read without reference to
subparagraphs ii and iii thereof;

(c) “contract payment” means

i. anamount payable by a person resident in Canada for scientific
research and experimental development, within the meaning of the
regulations made pursuant to section 222, related to the business of
that person;

ii. an amount, other than a prescribed amount, payable by the
Government of Canada or a provincial government, a municipality or
other Canadian public authority or by a person exempt from tax under
this Part by virtue of sections 980 to 985 and 985.23 to 999.1 for
scientific research and experimental development, within the
meaning of the regulations made pursuant to section 222, to be
performed for the authority or person, or on their behalf; or

iii. an amount payable by a person not resident in Canada if he is
entitled to a deduction under paragraph d of subsection 1 of section 222
in respect of the amount.

“1029.8.18 For the purposes of computing the amount that is
deemed to have been paid to the Minister by a taxpayer pursuant to
section 1029.7, 1029.8, 1029.8.0.2, 1029.8.6, 1029.8.7, 1029.8.7.2,
1029.8.10 or 1029.8.11, the amount of a deductible expenditure under
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subsection 1 of section 222 or paragraph a of section 223 shall be
reduced, as the case may be, by the aggregate of the amount of a
contract payment and, for greater certainty, the amount of any
government assistance or non-government assistance, attributable to
the expenditure, that the taxpayer has received, is entitled to receive
or can reasonably be expected to receive at the time of filing of his
fiscal return for the taxation year in which the expenditure was
made.”

(2) This section, where it enacts section 1029.8.9 of the Taxation
Act, applies in respect of an amount or portion of an amount related to
a university research contract entered into after 18 December 1987.
However, where the said section 1029.8.9 applies in respect of an
amount or portion of an amount related to a university research
contract entered into

(a) after 18 December 1987 and before 12 May 1988,

i. the first paragraph thereof shall be read by replacing the word
“taxpayer”, where it appears, by the word “corporation” and making
the required adaptations;

ii. the second paragraph thereof does not apply; and
ili. the fourth paragraph shall be read as follows:

“Where, pursuant to a university research contract, an amount
has been paid to an eligible university entity before a favourable
advance ruling is given by the Ministere du Revenu regarding the
contract, the amount so paid is, for the sole purposes of the first
paragraph, deemed to have been paid after a favourable advance
ruling is given by the Ministére du Revenu regarding the contract, if

(a) an application for an advance ruling regarding the contract
has been filed with the Ministére du Revenu on or before 31 December
1988;

(b) the Ministere du Revenu has given a favourable ruling
regarding the contract.”;

(b) on 12 May 1988, the first paragraph thereof shall be read by
replacing the word “taxpayer” where it appears by the word
“corporation” and making the required adaptations; and

(c) after 11 May 1988 and before 6 April 1989, the fourth
paragraph thereof shall be read by replacing the words “within ninety
days following the date on which the contract was entered into” where
they appear by the words “on or before 5 July 1989”.
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(3) This section, where it enacts sections 1029.8.10 to 1029.8.16 of
the Taxation Act, has effect, subject to subsection 4, from 13 May 1988
and, where this section enacts sections 1029.8.17 and 1029.8.18 of the
said Act, it applies, subject to subsections 5 and 6, in respect of
expenditures made after 30 April 1987.

(4) Where sections 1029.8.10, 1029.8.11 and 1029.8.16 apply to
the period

(a) from 13 May 1988 to 22 June 1988, the words “Minister of
Industry, Commerce and Technology” shall be replaced by the words
“Minister of Industry and Commerce”;

(b) from 23 June 1988 to 5 July 1988, the words “Minister of
Industry, Commerce and Technology” shall be replaced by the words
“Minister of Industry, Commerce and Technological Development”.

(5) Where section 1029.8.18 of the Taxation Act, enacted by this
section, applies in respect of expenditures made before 13 May 1988, it
shall be read without reference to sections 1029.8.7.2, 1029.8.10 and
1029.8.11.

(6) Subject to subsection 5, where section 1029.8.18 of the
Taxation Act, enacted by this section, applies to a taxpayer for his
taxation year 1988, it shall be read as follows:

“1029.8.18 For the purposes of computing the amount that is
deemed to have been paid to the Minister by an individual pursuant to
sections 1029.7, 1029.7.1, 1029.8, 1029.8.0.1, sections 1029.8.6 to
1029.8.7.1 or section 1029.8.10 or 1029.8.11, the amount of a
deductible expenditure under subsection 1 of section 222 or paragraph
a of section 223 shall be reduced, as the case may be, by the aggregate
of the amount of a contract payment and, for greater certainty, the
amount of any government assistance or non-government assistance
attributable to the expenditure, that the taxpayer has received, is
entitled to receive or can reasonably be expected to receive at the time
of filing of his fiscal return for the taxation year in which the
expenditure was made.”

214. (1) The said Act is amended by inserting, after section
1029.9, the following sections:

“1029.10 A taxpayer who, by virtue of an insufficient tax
otherwise payable under this Part for his taxation year 1987, did not
deduct an amount pursuant to sections 773 and 774, section 209 of the
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Act respecting the sociétés d’entraide économique (R.S.Q., chapter
S-25.1), or section 130 of the Act respecting certain caisses d’entraide
économique (R.S.Q., chapter C-3.1), is deemed, if he files for his
taxation year 1988 a fiscal return as prescribed in section 1000, to have
paid to the Minister, on the last day of the taxation year 1988, as
partial payment of his tax payable pursuant to this Part for his
taxation year 1988 an amount equal to the amount by which the
aggregate of the amounts that could have been deducted by him under
the said sections for his taxation year 1987, if his tax otherwise payable
for the said taxation year 1987 had been sufficient, exceeds the amount
actually deducted by him for the taxation year 1987 under those
sections.

Common “1029.11 A taxpayer who acquires a common share of the
thares of  capital stock of the Financiére Entraide-Coopérants inc. in exchange
cere En- for a preferred share described in section 1029.12 is deemed to have
Coopérants  Paid to the Minister on the last day of his taxation year in which he so
mne. acquired the share, as partial payment of his tax payable for the
taxation year pursuant to this Part, an amount equal to 20 % of the cost
to him of each share in a savings and credit union affiliated with the
Fédération des caisses d’établissement du Québec governed by the
Savings and Credit Unions Act (R.S.Q., chapter C-4) he owned on
12 May 1988 and disposed of for a consideration which was directly or
indirectly a preferred share referred to in section 1029.12 exchanged
by him for a common share of the capital stock of the Financiere

Entraide-Coopérants inc.

Preferred “1029.12 A preferred share referred to in section 1029.111is a

share class “B” preferred share of the capital stock of the Financiére
Entraide-Coopérants ine. within the Chaudiére, Est du Québec,
Estrie, Lanaudiére, Rive-Sud, Saguenay or Yamaska series.

Fiscal “1029.13 Section 1029.11 does not apply in respect of a
reived  taxpayer who, for the taxation year mentioned in the said section, fails

to file the fiscal return prescribed in section 1000 along with the return
in prescribed form forwarded to him by the Financiére
Entraide-Coopérants inc. for the year.”

(2) This section has effect from 12 May 1988.

c 13, 2135. (1) Section 1040 of the said Act and section 1040.1 thereof,
Sl ®d enacted by section 128 of chapter 4 of the statutes of 1988, are replaced
replaced by the following sections:

Additional “1040. Every taxpayer required to make a payment pursuant
iterest  to sections 1025 to 1029 shall, in addition to interest payable under
section 1038, pay additional interest at the rate of 5% per annum, for
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the period for which interest is payable under section 1038, on any
unpaid payment or part of a payment which is less than 90% of the
payment he was required to make.

“1040.1 Notwithstanding section 1040, the interest payable by
ataxpayer under the said section shall not exceed the amount by which
the interest that would be payable by the taxpayer under the said .
section if he had made no payments exceeds the amount obtained by
computing interest at the rate of 5% capitalized daily on each payment
made by the taxpayer, for the period extending from the day of the
payment to the day on or before which the taxpayer is required to pay
to the Minister the balance of his estimated income tax or would be so
required if he had such a balance.”

(2) This section applies to any payment a taxpayer is required to
make in respect of a taxation year commencing after 31 December
1988.

216. (1) The said Act is amended by inserting, after section
1044, the following section:

“1044.1 Where, for a particular taxation year, a taxpayer has
included, in computing his taxable income in accordance with section
726.24, an amount received in a subsequent year, his tax payable
under this Part for the particular taxation year is deemed, for the
purposes of computing interest payable under sections 1037 to 1040, to
be equal to that which the taxpayer would pay if he were not entitled to
so include such an amount.

However, the amount by which the taxpayer’s payable tax under
this Part for the particular taxation year is increased as a result of the
inclusion of an amount described in the first paragraph is deemed, for
the purposes of computing interest payable under sections 1037 to
1040, to have so increased the taxpayer’s tax payable under this Part
for the particular taxation year from the day on or before which he is
required to file his fiscal return for the subsequent taxation year or
would be required to file such a return if he were required to pay tax
under this Part for the subsequent year.”

(2) This section has effect from 1 January 1986.

217. (1) The said Act is amended by inserting, after section
1045, the following section:

“1045.1 Notwithstanding section 1045, where the failure
referred to therein results solely from the inclusion, in computing a
taxpayer’s taxable income for a taxation year, of an amount for the
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year under section 726.24, the words “the tax unpaid at the time when
the return must be filed” in the said section 1045, shall be replaced,
where they appear, by the words “the tax unpaid on the day on or
before which he is required to file his fiscal return for the subsequent
taxation year for which he has deducted, pursuant to section 726.25,
an amount included by him in computing his taxable income for the
year, or would be required to file such a return if he were to pay tax for
the subsequent taxation year under this Part”.”

(2) This section has effect from 1 January 1986.

e. 13, 218. (1) Section1049.2.1 of the said Act, replaced by section 132
s 14921 of chapter 4 of the statutes of 1988, is amended by replacing the first
paragraph by the following paragraph:

Purchase or “1049.2.1 Where, at a particular time in the period from 7 May

redemption 986 to 16 December 1986, a corporation purchases or redeems in any
manner whatever, directly or indirectly, a share of any class of its
capital stock other than a fractional share or other than a share that
has been the subject of a particular transaction referred to in section
965.11.9.1 in respect of which the corporation is not bound to meet the
requirement prescribed in the second paragraph of section 965.11.8,
issued with the stipulation that it could be included in a stock savings
plan or belonging to a class of shares of its capital stock some of which
were issued with such a stipulation, it is liable to a penalty equal to
25% of the average adjusted cost of each purchased or redeemed share
or to 25% of the amount by which the average adjusted cost of the
aggregate of the shares of the same class that were issued with such a
stipulation and that have been issued as part of a public share issue in
respect of which the date of the receipt for the final prospectus or of
the exemption from filing a prospectus is in the year including the
particular time or in the preceding two years, exceeds the average
adjusted cost of the aggregate of such shares in respect of which a
p}clanalty was incurred under this section before that time, whichever is
the lesser.”

(2) This section has effect from 7 May 1986.

¢ I3, 219. (1) Section 1049.2.2 of the said Act, replaced by section 132
SAM922 of chapter 4 of the statutes of 1988, is amended by replacing the first

paragraph by the following paragraph:

Transactions “1049.2.2 Where shares of the capital stock of a corporation,
oroperations nthey than shares that have been the subject of a particular
transaction referred to in section 965.11.9.1 in respect of which the
corporation is not bound to meet the requirement prescribed in the
second paragraph of section 965.11.9, were, at a particular time in the
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period from 7 May 1986 to 16 December 1986, the subject of a
transaction or operation or series of transactions or operations and, in
the opinion of the Minister, it is reasonable to believe that the
transaction or operation or series of transactions or operations is
equivalent to the redemption of a share of its capital stock which, in the
year including the particular time or in the preceding two years, was
issued with the stipulation in the final prospectus or in the application
for an exemption from filing a prospectus, that it could be included in a
stock savings plan, the corporation is liable to a penalty equal to 25 % of
the amount determined under section 965.11.9 for the transaction,
operation or series of transactions or operations.”

(2) This section has effect from 7 May 1986.

220. (1) The said Act is amended by inserting, after section
1049.2.2, the following section:

“1049.2.2.0.1 For the purposes of this title, a share
contemplated in section 965.9.1.1 that is acquired by an investment
fund is deemed to have been issued with the stipulation that it could be
included in a stock savings plan.”

(2) This section applies to a purchase or redemption of shares
made after 12 May 1988.

221. (1) Section 1049.2.2.1 of the said Act, enacted by section

C.
8. 1049.2.2.1,132 of chapter 4 of the statutes of 1988, is amended by replacing the

first paragraph by the following paragraph:

“1049.2.2.1 Where a corporation issues, at a particular time, a
share of its capital stock with the stipulation that it can be included in a
stock savings plan or issues a share in replacement of a share issued at
a particular time with such a stipulation or issued in replacement of a
share issued in substitution for such a share and, after 16 December
1986, purchases or redeems in any manner whatever, directly or
indirectly, in the year including the particular time but after that time
or in the two years following that year, a share of a class of its capital
stock other than a share described in section 965.11.12 or other than a
share that has been the subject of a particular transaction referred to
in section 965.11.19.1 in respect of which the corporation is not bound
to meet the requirement prescribed in the second paragraph of section
965.11.11, it is liable to a penalty equal to 25 % of the amount obtained
by multiplying the amount of the purchase or redemption by the
amount determined under the second paragraph in respect of the
purchase or redemption.”

(2) This section has effect from 17 December 1986.

350



1989 Taxation Act CHAP. 5

13, 222. (1) Section 1049.2.2.2 of the said Act, enacted by section
S 10“9 222132 of chapter 4 of the statutes of 1988, is amended by replacing the
first paragraph by the following paragraph

Transactions “1049.2.2.2 Where shares of the capital stock of a corporation,

oroperationsgther than shares that have been the subject of a particular
transaction referred to in section 965.11.19.1 in respect of which the
corporation is not bound to meet the requirement prescribed in the
second paragraph of section 965.11.13, were, at a particular time after
16 December 1986, the subject of a transaction or operation or a series
of transactions or operations and where, in the opinion of the Minister,
it is reasonable to believe that the transaction or operation or series of
transactions or operations is equivalent to the redemption of a share of
its capital stock other than a share described in section 965.11.14, the
corporation is liable to a penalty equal to 25% of the amount obtained
by multiplying the amount determined under section 965.11.15 in
respect of the transaction or operation or series of transactions or
operations by the percentage determined under the second paragraph
in respect of the transaction or operation or series of transactions or
operations if it issued, in the year including the particular time but
before that time or in the two years preceding that year, a share of its
capital stock with the stipulation that it could be included in a stock
savings plan or issued a share of its capital stock as a replacement for a
share issued with such a stipulation in the year including the particular
time but before that time or in the two years preceding that year or for
a share issued in substitution for such a share.”

(2) This section has effect from 17 December 1986.

223. (1) Section 1049.2.2.5 of the said Act, enacted by section
;;04922 5132 of chapter 4 of the statutes of 1988, is replaced by the following
section:

Issue of “1049.2.2.5 Where a corporation issues a share of its capital
share stock with the stipulation that it can be included in a stock savings plan
or issues a share of its capital stock as a replacement for a share issued
with such a stipulation or for a share issued in substitution for such a
share and the net shareholder’s equity of which is affected, after
16 December 1986, in any manner whatever, directly or 1nd1rect1y, in
the year the share issued with such a stlpulatlon was issued but after
that issue or in the two years following that year, following a
transaction or operation or series of transactions or operations other
than those referred to in section 965.11.19 or a particular transaction
referred to in section 965.11.19.1 in respect of which the corporation is
not bound to meet the requirement prescribed in the second
paragraph of section 965.11.17, it is liable to a penalty equal to 256% of
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the amount determined under the second paragraph of section
965.11.17 in respect of the transaction, operation or series of
transactions or operations if, in the opinion of the Minister, it is
reasonable to believe that the transaction or operation or series of
transactions or operations is equivalent to the redemption of a share of
a class of its capital stock other than a share described in section
965.11.18.”

(2) This section has effect from 17 December 1986.

224. (1) Section 1049.2.2.7 of the said Act, enacted by section
132 of chapter 4 of the statutes of 1988, is replaced by the following
section:

“1049.2.2.7 The conditions that must be complied with by a
corporation contemplated in section 1049.2.2.6 are that it must issue
shares of its capital stock that meet the requirement of paragraph c of
section 965.7 and are not qualifying shares, or that shares of its capital
stock must be, not later than 730 days after the beginning of the
transaction referred to in section 1049.2.2.6, the subject of a
transaction or operation or a series of transactions or operations
which, in the opinion of the Minister, can reasonably be believed to be
equivalent to the issue of shares of the capital stock of the corporation
that meet the requirement of paragraph ¢ of section 965.7, for an
amount equal to or greater than the amount of the purchase or
redemption referred to in the first paragraph of section 1049.2.1 or
1049.2.2.1 or an amount determined under the second paragraph of
section 965.11.9, 965.11.15 or 965.11.17, respectively, for a
transaction referred to in section 1049.2.2, 1049.2.2.2 or 1049.2.2.5, as
the case may be.”

(2) This section has effect from 17 December 1986.
225. (1) Section 1049.2.2.10 of the said Act, enacted by section

132 of chapter 4 of the statutes of 1988, is replaced by the following

section:

“1049.2.2.10 Notwithstanding sections 1049.2.1 to
1049.2.2.5, a corporation may carry out a transaction contemplated in
any of the said sections without incurring the penalty provided for in
respect of such a transaction if, in the opinion of the Minister,

(a) the transaction results from a transaction described in section
536, 541 or 544 and is carried out primarily for business purposes; or

(b) an undesirable situation would otherwise be caused.”
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(2) This section has effect from 7 May 1986.

¢ 13, 226. (1) Section 1049.2.5 of the said Act, enacted by section 133
5. 104925, of chapter4 of the statutes of 1988, is replaced by the following section:

replaced

False “1049.2.5 Where an investment fund states falsely in its final

statement  nhrospectus or in an application for an exemption from filing a
prospectus that the issued securities can be included in a stock savings
plan described in the third paragraph of section 965.2, the fund
administrator or trustee is liable to a penalty equal to 25% of the
adjusted cost that would be determined under section 965.6.0.3 if the
statement of the investment fund were true, of each security of the
issue distributed in Québec to an individual other than a trust.”

(2) This section applies in respect of a security issue in respect of
which the receipt for the final prospectus or a prospectus exemption
was granted after 12 May 1988.

e. 13, 227. (1) Section 1049.2.7 of the said Act, enacted by section 133
s 1M8.27, of chapter 4 of the statutes of 1988, is replaced by the following section:

replaced

Investment “1049.2.7 Where, on 31 December in a year, as a result of the

fund administration of an investment fund by an administrator or trustee,
the investment fund is unable to fulfil its undertaking under paragraph
¢ of section 965.6.23, the administrator or trustee is liable to a penalty
equal to 256% of the amount by which the adjusted cost of the
aggregate of the qualifying securities issued in the year and in the
preceding two years that are not redeemed by the investment fund on
or before 31 December in the year exceeds the adjusted cost of the
qualifying shares or valid shares owned by the investment fund on
31 December in the year.”

(2) This section applies from 1 January 1988. However, where in
replacing section 1049.2.7 of the Taxation Act, it inserts a reference to
a valid share, it applies from 1 June 1988.

228. (1) Section 1049.6 of the said Act, amended by section 134
of chapter 4 of the statutes of 1988, is again amended by replacing
paragraph a by the following paragraph:

sf”?
P

“(a) repay a creditor who is a shareholder of the company or of
the qualified corporation or a person with whom the creditor does not
deal at arm’s length or a corporation that is associated with the
qualified corporation;”.

(2) This section applies from the taxation year 1988.
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229. (1) Section 1049.15 of the said Act, enacted by section 137
of chapter 4 of the statutes of 1988, is amended by adding, after the
first paragraph, the following paragraph:

“The first paragraph does not apply, however, to any purchase
made by the corporation in a fiscal period, to the extent that the
aggregate of the amount of the purchase and of all amounts for
purchases made by the corporation in the fiscal year but before the
purchase is lesser than 2% of the amount of paid-up capital in respect
of shares of its capital stock which, under the conditions for their issue,
cannot be, either partially or totally, purchased or redeemed by the
corporation or purchased by any person, in any manner whatever,
directly or indirectly.”

(2) This section has effect from 2 March 1988.

230. (1) Section 1049.16 of the said Act, enacted by section 137
of chapter 4 of the statutes of 1988, is repealed.

(2) This section applies to a redemption of shares made after 6
April 1989.

231. (1) Sections 1049.17 to 1049.19 of the said Act, enacted by
section 137 of chapter 4 of the statutes of 1988, are replaced by the
following sections:

“1049.17 Where for the purposes of computing the income or
loss of a member of the partnership for a taxation year, a partnership
has deducted, in respect of an expenditure, in computing its income for
the year, an amount as expenditure in respect of scientific research
and experimental development within the meaning of the regulations
under section 222 and where the whole or part of the amount deducted
in respect of the expenditure was not deductible under section 222 or
223, any person who was a member of the partnership on the date the
Ministere du Revenu issued a favourable advance ruling contemplated
in section 726.4.51 or 1029.8.8 in respect of the proposed financing for
the expenditure and who was not, on that date, alimited partner of the
partnership, within the meaning of section 613.6, is liable to a penalty
equal to 30% of the whole or the part, as the case may be, of the
amount deducted which was not deductible under section 222 or 223
other than an amount deducted by it in respect of an expenditure
contemplated in section 1049.18.

Notwithstanding the foregoing, where the partnership
contemplated in the first paragraph was a partnership in respect of
which the third paragraph of section 726.4.40 or the seventh
paragraph of section 1029.8.0.2 applied, the other partnership or the
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taxpayer, contemplated in either said paragraph, to which or whom
the partnership was related or, as the case may be, any person who
was a member of the other partnership on the date the Ministere du
Revenu issued the favourable advance ruling contemplated in the first
paragraph and who was not, on that date, a limited partner of the
other partnership, within the meaning of section 613.6, is liable to the
penalty contemplated in the first paragraph.

Where the person contemplated in the first or second paragraph
or the taxpayer contemplated in the second paragraph was a
corporation, the directors of the corporation in office on the date the
Ministere du Revenu issued the favourable advance ruling
contemplated in the first paragraph are liable, jointly and severally
with the corporation, to the penalty contemplated in the first or second
paragraph, as the case may be.

For the purposes of this section, “person” also means a
partnership.

“1049.18 Where for the purposes of computing the income or
loss of a member of the partnership for a taxation year, a partnership
has deducted, in respect of an expenditure made within the framework
of a university research contract within the meaning of paragraph b of
section 1029.8.1 or of paragraph a or b of section 726.4.43, according as
the contract was entered into after 12 May 1988 or before 13 May
1988, in computing its income for the year, an amount as expenditure
in respect of scientific research and experimental development within
the meaning of the regulations under section 222 and where the whole
or part of the amount deducted in respect of the expenditure was not
deductible under section 222 or 223, any person who was a member of
the partnership on the date the Ministere du Revenu issued a
favourable advance ruling contemplated in section 726.4.51 or
1029.8.8 in respect of the proposed financing for the expenditure and
who was not, on that date, a limited partner of the partnership, within
the meaning of section 613.6, is liable to a penalty equal to 40 % of the
whole or the part, as the case may be, of the amount deducted which
was not deductible under section 222 or 223.

Notwithstanding the foregoing, where the partnership
contemplated in the first paragraph was a partnership in respect of
which the third paragraph of section 726.4.50 or the seventh
paragraph of section 1029.8.7.2 applied, the other partnership or the
taxpayer, contemplated in either said paragraph, to which or whom
the partnership was related or, as the case may be, any person who
was a member of the other partnership on the date the Ministere du
Revenu issued the favourable advance ruling contemplated in the first
paragraph and who was not, on that date, a limited partner of the
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other partnership, within the meaning of section 613.6, is liable to the
penalty contemplated in the first paragraph.

Where the person contemplated in the first or second paragraph
or the taxpayer contemplated in the second paragraph was a
corporation, the directors of the corporation in office on the date the
Ministere du Revenu issued the favourable advance ruling
contemplated in the first paragraph are liable, jointly and severally
with the corporation, to the penalty contemplated in the first or second
paragraph, as the case may be.

For the purposes of this section, the word “person” includes a
partnership.

“1049.19 Where a penalty is incurred under section 1049.17 or
1049.18 in respect of the whole or part of an expenditure made by a
partnership in a taxation year, each member of the partnership shall
compute the following as though the whole or part of the expenditure,
as the case may be, were an expenditure deductible under section 222
or 223:

(a) his income or loss, for the year, from the partnership;

(b) the deduction he is entitled to for the year or any subsequent
year under section 726.4.40 or 726.4.50;

(¢) the amount he is deemed to have paid for the year under
section 1029.8.0.2 or 1029.8.7.2.”

(2) This section has effect from 1 January 1988.

232. (1) The said Act is amended by inserting, before section
1050, the following section:

“1049.20 Where, as a consequence of a renunciation of an
amount made by a corporation under sections 726.4.21 to 726.4.26, one
or more individuals other than a trust have included one or more
amounts in computing their research and development base under
section 726.4.32 and where, in respect of that or those latter amounts,
all or part of the expenditures in respect of which the corporation has
so renounced an amount were not deductible under section 222 or 223,
the corporation is liable to a penalty equal to

(@) 10% of the amount of such expenditures which were not
deductible under section 222 and that are not referred to in
subparagraph b, where the amount that would be deemed to have been
paid in respect of those expenditures, were it not for the renunciation,
would be deemed to have been paid under section 1029.7;
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(b) 25% of the amount of such expenditures which were not
deductible under section 222, where the amount that would be deemed
to have been paid in respect of those expenditures, were it not for the
renunciation, would be deemed to have been paid under section 1029.7
following the application of section 1029.7.2;

(c) 256% of the amount of such expenditures which were not
deductible under section 222 or 223, where the amount that would be
deemed to have been paid in respect of those expenditures, were it not
for the renunciation, would be deemed to have been paid under section
1029.8.6 or 1029.8.10.

In addition, where the corporation contemplated in the first
paragraph was a private corporation, the directors of the corporation
in office on the date the Ministere du Revenu issued the favourable
advance ruling contemplated in paragraph a of section 726.4.33 are
liable, jointly and severally with the corporation, to the penalty
contemplated in the first paragraph.”

(2) This section has effect from 13 May 1988.

233. Section 1050 of the said Act, replaced by section 138 of
chapter 4 of the statutes of 1988, is again replaced by the following
section:

“1050. For the purposes of an appeal brought under this Part
respecting a penalty, the burden of establishing the facts
contemplated in sections 1049 to 1049.20 is on the Minister.”

234. (1) Section 1052 of the said Act is amended by replacing
paragraphs b to d by the following paragraphs:

“(b) the thirty-first day following the day when the excess was
paid otherwise than following a notice of assessment;

“(c) where the taxpayer is an individual, the thirty-first day
following the day on or before which the fiscal return giving rise to the
overpayment was required to be filed under sections 1000 to 1003 or
should have been filed if the taxpayer had had any tax to pay under this
Part for the taxation year relating to the return or where the taxpayer
is a corporation, the one hundred and twentieth day following the end
of the taxation year giving rise to the overpayment;

“(d) the thirty-first day following the day on which the taxpayer
filed, under sections 1000 to 1003, his fiscal return giving rise to the
overpayment, unless the return was filed on or before the day on or
before which it was required to be filed or should have been filed if the
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taxpayer had had any tax to pay under this Part for the taxation year
relating to the return.”

(2) This section applies to

(a) a refund or allowance made by the Minister after
examinations of a fiscal return filed after 30 June 1988;

(b) an application for refund filed after 30 June 1988.

2335. (1) Section 1053 of the said Act, amended by section 188 of
chapter 67 of the statutes of 1987 and by section 139 of chapter 4 of the
statutes of 1988, is again amended by replacing paragraphs a to d by
the following paragraphs:

“(a) the thirty-first day following the day on which an amended
fiscal return of the taxpayer or a prescribed form was filed in
accordance with section 297, 1012 or 1054 so as to exclude from his
income or deduct the amount for the taxation year;

“(b) where, as a consequence of a request in writing, the Minister
reassessed the taxpayer’s tax for the year so as to exclude from his
income or deduct the amount for the taxation year, the thirty-first day
following the day on which the request was made;

“(c) the thirty-first day following the day immediately following
the end of the subsequent taxation year relating to the amount
excluded from the taxpayer’s income or deducted for the taxation
year;

“(d) the thirty-first day following the day on which the taxpayer
or his legal representative files his fiscal return under this Part for the
subsequent taxation year referred to in paragraph c.”

(2) This section applies to applications for carry-over of loss made
after 30 June 1988.

236. (1) The said Act is amended by inserting, after section
1053, the following section:

“1053.1 Where, for a particular taxation year, a taxpayer has
included in computing his taxable income, in accordance with section
726.24, an amount received in a subsequent taxation year and where
an overpayment by him has been refunded or applied on another
liability, his tax payable under this Part for the particular taxation
year is, for the purposes of computing interest to be paid under section
1052, deemed to be equal to the tax the taxpayer would have been
required to pay had he not been entitled to so include such an amount.
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Increase Notwithstanding the foregoing, the amount by which the tax
yame  bayable by the taxpayer under this Part for a particular taxation year

is increased as a consequence of the inclusion of an amount described in
the first paragraph is, for the purposes of computing interest to be
paid under section 1052, deemed to have so increased the tax payable
by the taxpayer under this Part for the particular taxation year from
the day on or before which he is required to file his fiscal return for the
subsequent taxation year or would be required to file such a return if
he had any tax to pay under this Part for the subsequent taxation
year.”

(2) This section has effect from 1 January 1986.

¢ I3, 237. (1) Section 1091 of the said Act, amended by section 197 of

s- 1091, am. ehapter 67 of the statutes of 1987 and by section 142 of chapter 4 of the
statutes of 1988, is again amended by replacing paragraph a by the
following paragraph:

“(a) the deductions permitted by sections 710 to 712, 725 and
725.1 to 725.4;".

(2) This section applies from the taxation year 1988.

¢ I3, 238. (1) Section 1138.1 of the said Act is amended by replacing
s 1381 the second paragraph by the following paragraph:

am,

Corporation “Subject to section 781.1, where the corporation is associated,
associated  within the meaning of Chapter IX of Title II of Book I of Part I with
corporation one or several other corporations contemplated in the first paragraph,
in any taxation year, the amount it may deduct for the year under this
section is nil, unless all the corporations associated with each other
during the year have filed with the Minister an agreement on a
prescribed form whereby they allocate an amount to one or several of
them for the year, for the purposes of this section, and the amount or
the aggregate of the amounts allocated, as the case may be, does not
exceed $300 000, in which case the amount which any of the
corporations may deduct for the year under this section is the amount

so allocated to it.”

(2) This section applies from the taxation year 1988.

¢ 13 239. (1) Section 1160 of the said Act is amended
8. , am.
(1) by replacing the first paragraph of subsection 1 by the
following paragraph:
oil “1160. (1) Every corporation which, at any time in a taxation

refining ons year, refines petroleum in Québec or allows its installations in Québec
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to be used for that purpose shall pay, for that year, in addition to the
tax provided for in Part I'V, an additional tax of 1% of the amount of its
paid-up capital established in accordance with sections 1131 and 1136
to 1138 and reduced in the proportion that the cost to it, at the end of
the year, of the aggregate of each beneficiation unit for residual heavy
oils, within the meaning of the regulations, called in this Part a “unit”,
each prescribed improvement, the cost of which exceeds the amount
prescribed, to an existing installation and each new prescribed plant
situated in Québec and which it owns at the end of the year is of the
amount of its assets referred to in subsections 3 and 4 of section 1138.”;

(2) by replacing subsection 2 by the following subsection:

“(2) For the purposes of subsection 1, where a corporation, at the
end of the year, has an interest in a partnership the end of whose fiscal
period coincides with the end of the taxation year of the corporation,
or, as the case may be, immediately precedes the end of that taxation
year and where, at the end of that fiscal period of the partnership, the
latter owns a unit, a prescribed improvement, the cost of which
exceeds the amount prescribed, to an existing installation or a new
prescribed plant situated in Québec, the corporation shall include, in
the cost used to reduce the paid-up capital referred to in that
subsection, the proportion of the cost of such unit, prescribed
improvement to an existing installation and new prescribed plant to
the partnership, at the end of that fiscal period of the partnership, that
the share of the corporation in the profits or losses of the partnership is
of the shares of all persons in those profits or losses.”;

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

“(4) For the purposes of this section, the cost of a prescribed
improvement to an existing installation or of a new prescribed plant
does not include expenses incurred in their respect before 13 May
1988.”

(2) This section applies from the taxation year 1988.

240. (1) The said Act is amended by inserting, after section
1160, the following section:

“1160.1 For the purposes of the application of subsection 1 of
section 1160 to a taxation year of a corporation beginning after
31 December 1988, the rate of 1% provided for in the first paragraph
of the said subsection shall be replaced by the rate of

(a) 0.8% for the taxation year of the corporation beginning after
31 December 1988 and before 1 January 1990;
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(b) 0.6% for the taxation year of the corporation beginning after
31 December 1989 and before 1 January 1991;

(¢) 0.4% for the taxation year of the corporation beginning after
31 December 1990 and before 1 January 1992;

(d) 0.2% for the taxation year of the corporation beginning after
31 December 1991 and before 1 January 1993.”

(2) This section applies to a taxation year of a corporation
beginning after 31 December 1988.

¢ 13, 241. (1) Section 1162 of the said Act is amended

s. 1162, am.

(1) by replacing the period at the end of paragraph h by a
semicolon;

(2) by adding, after paragraph h, the following paragraphs:

“(1) 50% of the expenses incurred by it in Québec in the year,
after 12 May 1988, for a prescribed improvement, the cost of which
exceeds the amount prescribed, to an existing installation or the
construction of a new prescribed plant situated in Québec of which it is
the first owner and for the purchase of the land necessary to use such
improvement or new plant;

“(j) 50% of the amount that it paysin the year, after 12 May 1988,
for the purchase, as first successor corporation, of non-redeemable
and non-convertible shares issued after 12 May 1988 by a corporation
described in section 1162.1.1, other than any amount that it pays as
loan costs, brokerage fees or other similar expenses in connection with
such shares;

“(k) its share of 50 % of the expenses incurred, after 12 May 1988,
by a partnership contemplated in paragraph e, in the fiscal period
contemplated in that paragraph, for a preseribed improvement, the
cost of which exceeds the amount prescribed, to an existing
installation, or the construction of a new prescribed plant, situated in
Québec of which the partnership is the first owner and for the
purchase of the land necessary to use such improvement or new plant;

“(I) its share of 50 % of an amount that a partnership referred toin
paragraph e pays, after 12 May 1988, in the fiscal period contemplated
in that paragraph, for the purchase, as first successor corporation of
shares mentioned in paragraph j, excluding any amount that such
partnership pays as loan costs, brokerage fees or other similar
expenses in connection with such shares;
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“(m) any amount deductible under paragraphst to [ for any of the
three preceding taxation years, to the extent that such amount was
not deducted under this section by the corporation for one of those
preceding taxation years.”

(2) This section applies from the taxation year 1988.

242. (1) The said Act is amended by inserting, after section
1162.1, the following section:

“1162.1.1 A corporation contemplated in paragraph j of
section 1162 is any corporation that, in the prospectus or circular
respecting the issue of shares mentioned in that paragraph, stipulates
that substantially all of the proceeds of such issue will be used after
12 May 1988 for a prescribed improvement, the cost of which exceeds
the amount prescribed, to an existing installation situated in Québec of
which the corporation is the owner at the end of the year or for the
construction of a new prescribed plant situated in Québec of which the
corporation will be the first owner, which plant will comprise all or
substantially all of the installations of the corporation and which the
corporation proposes to lease or operate as its principal business, and
f(ir the purchase of the land necessary to use such improvement or new
plant.”

(2) This section has effect from 13 May 1988.

243. (1) Section 1162.2 of the said Act is replaced by the
following section:

“1162.2 Inno case may the aggregate of the amounts deducted
under section 1162 for a taxation year exceed the tax mentioned
therein; nor may the aggregate of the amounts deducted either under
paragraph ¢, d, f, g orito l of the said section 1162 for a taxation year or
under paragraph % of that section for a-taxation year, to the extent
that the said paragraph k refers to an amount referred to in section
1162 as it read for the purposes of its application to a taxation year
ending in 1980, or in paragraph c, d, for g, as the case may be, for any
previous taxation year, or under paragraph m of that section for a
taxation year, exceed 50% of such tax.”

(2) This section applies from the taxation year 1988.

244. (1) Section 1162.3 of the said Act is amended by replacing
the first paragraph by the following paragraph:

“1162.3 For the purposes of section 1162, a new corporation
resulting from an amalgamation within the meaning of section 544

‘may, in respect of a deduction provided for by section 1162 for a

362



1989

c. I-3,
Part V,
repealed

c. I3,
s, 1183,
replaced

Deduction
of 1/3 of
tax paid

c. I-3,
s. 1184, am.

Taxation Act CHAP. 5

taxation year ending after the amalgamation, include, as an amount
described in any of paragraphs a to m of section 1162 that is applicable
to it, any amount that would be described in that paragraph in respect
of a predecessor corporation for the taxation year of the latter that
would have coincided with the year or that would have ended therein if
such predecessor corporation had continued to exist after the
amalgamation and if the taxation year deemed to have ended
immediately before the amalgamation had not ended at that time, to
the extent that such amount has not been deducted by the new
corporation for a previous taxation year nor by the predecessor
corporation for its taxation year deemed to have ended immediately
before the amalgamation.”

(2) This section has effect from 13 May 1988.
245. (1) Part V of the said Act is repealed.

(2) This section applies in respect of the computation of the tax to
be paid for a corporation’s taxation year beginning after 31 December
1992, except where it repeals sections 1163 and 1164 of the Taxation
Act, in which case it has effect from 6 April 1989.

246. (1) Section 1183 of the said Act, replaced by section 144 of
chapter 4 of the statutes of 1988, is again replaced by the following
section:

“1183. Every taxpayer may deduct from the tax payable by
him under Part I for a taxation year, computed without taking account
of sections 752.1 to 752.5, one-third of the tax paid or, but for
paragraph a of section 1184, payable by him for the same taxation year
under this Part.”

(2) This section applies from the taxation year 1988.

247. (1) Section 1184 of the said Act, amended by section 145 of
chapter 4 of the statutes of 1988, is again amended by replacing
paragraph b by the following paragraph:

“(b) in any other case, the excess must be applied in reduction, in
addition to the amount provided for in section 1183, of the tax
otherwise payable under Part I for the year or for a subsequent
taxation year, computed without taking account of sections 752.1 to
752.5.”

(2) This section applies from the taxation year 1988.
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CHAPTER VI

LICENSES ACT

248. (1) Section 46 of the Licenses Act (R.S.Q., chapter L-3),
amended by section 146 of chapter 4 of the statutes of 1988, is again
amended, in the first paragraph,

(1) by replacing subparagraphs i to iii of subparagraph a by the
following subparagraphs:

“l. 1%, if the overall average of stakes for each race card at the
race track during the calendar year preceding the date on which the
race is held, hereinafter called “overall average of stakes”, is less than
$125 000;

“fi. 2%, if the overall average of stakes is at least $125 000 but
less than $250 000;

“iii. 4%, if the overall average of stakes is $250 000 or more;”;

(2) by replacing subparagraphs i to iii of subparagraph b by the
following subparagraphs:

“i. 6%, if the overall average of stakes is less than $125 000;

“ii. 7%, if the overall average of stakes is at least $125 000 but
less than $250 000;

“iii. 9%, if the overall average of stakes is $250 000 or more;”;

(3) by replacing subparagraphs i to iii of subparagraph ¢ by the
following subparagraphs:

“I. 9%, if the overall average of stakes is less than $125 000;

“fi. 9.5%, if the overall average of stakes is at least $125 000 but
less than $250 000;

“iii. 11.5%, if the overall average of stakes is $250 000 or more.”

(2) This section has effect from 1 July 1988.

249. (1) Sections 46.1 and 46.2 of the said Act, enacted by
section 147 of chapter 4 of the statutes of 1988, are repealed.

(2) This section has effect from 1 July 1988.
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CHAPTER VII

ACT RESPECTING THE MINISTERE DU REVENU

230. (1) Section 28 of the Act respecting the Ministere du
Revenu (R.S.Q., chapter M-31) is replaced by the following section:

“28. Notwithstanding any inconsistent provision, a claim of the
Crown, including interest and penalties, exigible under a fiscal law
bears interest at the rate determined according to the rules provided
by regulation.

For the purposes of the first paragraph, the Government may, by
regulation, establish the rules for the determination of the interest
rate. This regulation may, if it so provides, apply to a period prior toits
publication.”

(2) This section has effect from 1 July 1988. However, for the
period from 1 July 1988 to 31 December 1988, section 28 of the Act
respecting the Ministére du Revenu, as enacted by this section, shall
read as follows:

“28. Notwithstanding any inconsistent provision, a claim of the
Crown, including interest and penalties, exigible under a fiscal law
bears interest at the rate of 12% for the period from 1 July 1988 to
31 October 1988 and at the rate of 13% for the period from
1 November 1988 to 31 December 1988.”

251. (1) Section 30 of the said Act is amended by replacing
subparagraph a of the first paragraph by the following subparagraph:

“(a) in the case of an application for a refund, on the thirty-first
day after the application;”.

(2) This section applies to an application for a refund made after
30 June 1988.

252. (1) The said Act is amended by inserting, after section 59,
the following section:

“59.0.1 For the purposes of section 59, when the failure to file
contemplated therein results solely from including, in computing the
taxable income of an individual for a taxation year, an amount for the
year under section 726.24 of the Taxation Act (R.S.Q., chapter 1-3),
each day preceding the day on or before which the individual must file
his fiscal return for the subsequent taxation year for which he
deducted, under section 726.25 of the said Act, an amount that he
included in computing his taxable income for the year or on or before
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which he would be required to file such a declaration if he were
required to pay a tax for that subsequent taxation year under this
part, and which, but for this section, would be a day during which the
failure to file contemplated in section 59 continues, is deemed not to be
a day during which the failure continues.”

(2) This section has effect from 1 January 1986.

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

“DIVISION 1.1

“REFUND ADVANCE

“94.5 When an individual who meets the prescribed conditions
considers, in the fiscal return he filed in accordance with section 1000 -
of the Taxation Act (R.S.Q., chapter I-3) for the taxation year 1988,
that he is entitled to a refund, as determined under the second
paragraph, not exceeding the prescribed amount, the Minister may,
prior to determining the tax payable by the individual for that year
and the exigible interest and penalties, as the case may be, make an
advance equal to the amount of the refund so estimated, to the said
individual provided that the individual applies for it at the time he files
his return.

The refund contemplated in the first paragraph is equal to the
aggregate of the amounts to which the individual considers himself so
entitled under section 203 of the Act respecting municipal taxation
(R.S.Q., chapter F-2.1), Part I of the Taxation Act, section 78 of the
Act respecting the Québec Pension Plan (R.S.Q., chapter R-9) and the
Act respecting real estate tax refund (R.S.Q., chapter R-20.1).

“94.6 An advance made under section 94.5 is deemed to be tax
payable by the individual under Part I of the Taxation Act (R.S8.Q.,
chapter 1-3) and is added to the tax otherwise payable by the
individual under this Part for the taxation year 1988.

For the purposes of section 1037 of the Taxation Act, the interest
payable under that section shall be computed, in respect of the part of
the unpaid tax which does not exceed the amount of the advance made,
for the period beginning on 1 May 1989 or on the date on which the
advance was made, whichever date is later, and ending on the date of
payment of the unpaid tax.

“94.79 Forthe purposes of section 94.5, the Government may, by
regulation, fix conditions to be met by the individual and determine
the maximum amount of the estimated refund in respect of which an
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advance may be made. The regulation, if it so provides, may apply to
any period prior to its publication.”

(2) This section has effect from 1 January 1989.
CHAPTER VIII

ACT RESPECTING THE PAYMENT OF ALLOWANCES TO CERTAIN
SELF-EMPLOYED WORKERS

254. (1) The Act respecting the payment of allowances to
certain self-employed workers (R.S.Q., chapter P-1) is repealed.

(2) This section applies from the taxation year 1988.
CHAPTER IX

ACT RESPECTING REAL ESTATE TAX REFUND

255. (1) Section 2 of the Act respecting real estate tax refund
(R.S.Q., chapter R-20.1), replaced by section 164 of chapter 4 of the
statutes of 1988, is amended by replacing paragraph b by the following

paragraph:

“(b) a person in respect of whom he deducts for the year, in
accordance with sections 752.0.1 to 752.0.7 of the Taxation Act
(R.S.Q., chapter I-3), an amount under section 752.0.1 of the said Act,
pursuant to subparagraph e of the said section.”

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.

256. (1) Section 7.1 of the said Act, replaced by section 167 of
chapter 4 of the statutes of 1988, is again replaced by the following
section:

“7.1 The amount equivalent to essential needs contemplated in
section 7 is equal to the aggregate of $260 each for the person
contemplated in section 2 and his spouse during the year, where such
is the case.”

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.

257. (1) Section 7.2 of the said Act is repealed.

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.
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2538. (1) Section 8 of the said Act is replaced by the following
section:

“8. The amount in excess mentioned first in section 7 must not be
greater than $1000.”

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.

259. (1) Section 10 of the said Act, replaced by section 169 of
chapter 4 of the statutes of 1988, is amended

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

“(a) $6 330 if the person contemplated in section 2 has a spouse
and a dependent person during the year;

“(b) $5 340 if the person contemplated in section 2 has no spouse,
but has a dependent person during the year and ordinarily lives,
throughout the year, in a self-contained domestic establishment
within the meaning of section 1 of the Taxation Act (R.S.Q., chapter
I-3) in which no person other than the person contemplated in section 2
or a dependent person lives during the year;

“(c) $4 115 if the person contemplated in section 2 is not
contemplated in subparagraphs a and b, and has a dependent person
during the year;”;

(2) by replacing the second and third paragraphs by the following
paragraphs:

“For the purposes of this section, a person has a dependent person
during the year solely if he himself or his spouse during the year,
where such is the case, deducts an amount for the year in respect of the
person, in accordance with sections 752.0.1 to 752.0.7 of the Taxation
Act, under section 752.0.1 of the said Act, pursuant to paragraph b of
that section, or could so deduct an amount under the said section
752.0.1, pursuant to the said paragraph, were it not for the person’s
income for that year and for subparagraph v of the said paragraph.

For the purposes of this section, the total income is the aggregate
contemplated in subparagraph ¢ of the first paragraph of section
776.29 of the Taxation Act.”

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.
However, where it applies to the computation of real estate tax
refunds for the year 1988,
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(a) subparagraphs a to c of the first paragraph of section 10 of the
Act respecting real estate tax refund, enacted by this section, shall be
read by replacing the word “person” wherever it appears by the word
“child”;

(b) the second and third paragraphs of section 10 of the said Act,
enacted by this section, shall be read as follows:

“For the purposes of this section, a person has a dependent child
during the year only if he himself or his spouse during the year, where
such is the case, deducts an amount for the year in respect of the child,
in accordance with sections 752.0.1 to 752.0.7 of the Taxation Act,
under section 752.0.1 of the said Act, pursuant to paragraph b of that
section, or could so deduct an amount under the said section 752.0.1,
pursuant to the said paragraph, were it not for the child’s income for
that year and for subparagraph v of the said paragraph, and if
subparagraph ii of the said paragraph read as follows:

“ii. who, during the year, is under 21 years of age or is 21 years of
age or over and in full-time attendance at a school or university;”.

For the purposes of this section, the total income is the aggregate
referred to in subparagraph c of the first paragraph of section 776.29 of
the Taxation Act, and the word “child” has the meaning assigned to it
in section 1 of that Act.”

260. (1) Section 10.1 of the said Act, replaced by section 170 of
chapter 4 of the statutes of 1988, is again replaced by the following
section:

“10.1 Subject tosection 10.2, the amount referred toinsection 7
is equal to five times the aggregate of the amounts deducted for the
year under sections 752.0.1 to 752.0.7 of the Taxation Act by the
person contemplated in section 2 and, as the case may be, that person’s
spouse during the year, except the amounts deducted under section
752.0.1 of the said Act, pursuant to paragraph i of the said section for
that year and except the amounts deducted by the spouse for the year
under the said section 752.0.1, pursuant to paragraph a of the said
section, and under the first portion of the part of that section
preceding that paragraph.”

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.

261. (1) Section 10.2 of the said Act, replaced by section 171 of
chapter 4 of the statutes of 1988, is amended

(1) by replacing what precedes subparagraph ii of paragraph a by
the following: 269
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“(a) the amount deducted by the person contemplated in section 2
under section 752.0.1 of the Taxation Act, pursuant to paragraph a of
the said section, for the year, is deemed to be equal to the amount the
person could deduct under the said section 752.0.1, pursuant to
paragraph a of the said section for the year if

i. the word “spouse” had, in paragraph a of section 752.0.1 of the
Taxation Act, the meaning assigned in paragraph a of section 1; and”;

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

“(b) where, for the purposes of section 10.1, the person
contemplated in section 2 is deemed to deduct an amount under section
752.0.1 of the Taxation Act pursuant to paragraph a of the said section
for the year and where that person or that person’s spouse during the
yvear deducts an amount under section 752.0.1 of the said Act,
pursuant to paragraph e of the said section, for the year, the amount
that the person or his spouse deducts for the year under the said
section 752.0.1 pursuant to the said paragraph e, is deemed to be nil;

“(c) where, for the purposes of section 10.1, no amount is deemed
to be deducted for the year under section 752.0.1 of the Taxation Act
pursuant to paragraph a of the said section by the person
contemplated in section 2 and where that person deducts an amount
under section 752.0.1 of the said Act, pursuant to paragraph e of the
said section, for the year, the latter amount is deemed to be equal to
the amount the person could deduct under the said section 752.0.1
pursuant to the said paragraph e, for the year, if the person
contemplated therein had no income for that year;”;

(3) by adding, after paragraph c, the following paragraph:

“(d) the amount deducted for the year under section 752.0.1 of
the Taxation Act, pursuant to paragraph j of the said section, by the
person contemplated in section 2 and, as the case may be, that person’s
spouse during the year is computed as though the amount of $2 200
mentioned in the said paragraph were replaced by the amount of
$10 000.”

(2) This section applies in respect of the computation of real
estate tax refunds for the year 1988 and for subsequent years.

262. Section 14.2 of the said Act, enacted by section 173 of
chapter 4 of the statutes of 1988, is replaced by the following section:

“14.2 The amounts of $6 330, $5 340.and $4 115 mentioned in
section 10 must be indexed annually so that each of these amounts to
be used for a taxation year subsequent to 1989 becomes that obtained
by adding to that amount the amount obtained by multiplying by the
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same ratio as that prescribed for the purposes of section 752.0.20 of the
Taxation Act (R.S.Q., chapter I-3) for the taxation year contemplated
therein corresponding to that subsequent year, the amount that would
have been applicable for that subsequent year but for this section.

Where an amount referred to in the first paragraph is not a
multiple of $5 where indexed in accordance with that paragraph, it
must be rounded off to the nearest multiple of $5 or, if it is equidistant
from two multiples of $5, to the nearest higher multiple of $5.”

CHAPTER X
ACT RESPECTING THE SOCIETES D’ENTRAIDE ECONOMIQUE

263. (1) Section 209 of the Act respecting the sociétés
d’entraide économique (R.S.Q., chapter S-25.1) is repealed.

(2) This section applies from the taxation year 1988.

CHAPTER XI
MEALS AND HOTELS TAX ACT

264. (1) Section 2 of the Meals and Hotels Tax Act (R.S.Q.,
chapter T-3) is amended by inserting, after subsection 9, the following
subsection:

“9.1 Tax shall not be imposed on the price of a meal bought by an
establishment or institution excluded in subparagraph a of paragraph
1 of section 11if the meal is prepared and served in this establishment or
institution for its customers or beneficiaries.”

(2) This section has effect from 13 May 1988.

TITLE II
MISCELLANEOUS PROVISIONS

CHAPTER I

PAYMENT OF COMPENSATION TO CERTAIN
RECIPIENTS OF SOCIAL AID

265. (1) The Minister of Revenue shall pay, within the time
prescribed in the second paragraph, to every person entitled to an
availability allowance under section 776.2 of the Taxation Act (R.S.Q., -
chapter I-3) in respect of which an amount has been determined for the
year 1987 under the second paragraph of section 776.2R1 of the
Regulation respecting the Taxation Act (R.R.Q., 1981, chapter I-3,
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r.1), a sum equal to the amount obtained by multiplying $25 by the
number of months in the year 1987 for which the individual received a
sum of money as social aid within the meaning of the Social Aid Act
(R.S.Q., chapter A-16) or social assistance payments paid by the
Minister of Indian Affairs and Northern Development of Canada.

Date of The Minister shall pay the sum provided for in the first paragraph
payment g the person contemplated therein, on or before the later of the
following dates:

(a) 31 December 1988;

(b) 30 days after the day on which the person filed his fiscal return
as provided in section 1000 of the Taxation Act for his taxation year
1987.

Single Any amount granted under this section to a person contemplated

payment  in the first paragraph shall be paid to the person only once and in a
single payment out of the tax revenue collected from individuals under
the Taxation Act.

(2) This section has effect from 12 May 1988.

CHAPTER II
COMPENSATION FOR COSTS

Application 266. This chapter applies to every case pending before the
courts on 2 March 1988 pertaining to rolling stock which contests the
legality of:

(1) either the Regulation respecting the exemption prescribed in
paragraphs aa and ab of section 15 of the Retail Sales Tax Act (O.C.
2397-76 of 7 July 1976), as amended from 12 May 1976 to 31 July 1982;

(2) or the Regulation respecting the exemption provided for in
paragraphs z and aa of section 17 of the Retail Sales Tax Act (R.R.Q.,
1981, chapter I-1, r.9), as amended to 2 March 1988, prior to its repeal
by this Act.

Exception However, this chapter does not apply to any case arising from an
appeal that has not been instituted according to law under section 21.1
of the Act respecting the Ministere du Revenu (R.S.Q., chapter M-31)
or ;mder sections 1066 to 1079 of the Taxation Act (R.S.Q., chapter
I-3).

“rolling 267. For the purposes of this chapter, the expression “rolling
stock stock” has the meaning assigned in the regulations mentioned in
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section 266 but does not include property the sale of which, in the
absence of such regulations, would not be the object of the exemption
which is provided

(1) either in paragraph aa or ab of section 15 of the Retail Sales

Tax Act (R.S.Q., 1964, chapter 71), as amended from 12 May 1976
until 31 August 1979;

(2) orinparagraph zor aa of section 17 of the Retail Sales Tax Act
(R.S.Q., chapter I-1), as amended to 2 March 1988.

268. Subject to section 270, the Minister of Revenue shall pay
the compensation contemplated in section 269 to every person whois a
party to a case contemplated in section 266. He shall also pay such
compensation to the attorney who, on 2 March 1988, represented that
person in the case.

Notwithstanding the first paragraph, where several cases
contemplated in section 266 concern duties pertaining to the same
rolling stock, the Minister shall not, in respect of these cases, make
more than one payment of compensation to the person who is a party
thereto nor more than one payment of compensation to the attorney of
the person.

The Minister shall not, however, pay any compensation under the
first or second paragraph if the Government has already made a
payment under sections 22 to 25 or 58 to 61 of the Tariff of judicial fees
of advocates (R.R.Q., 1981, chapter B-1, r.13), as amended, in respect
of such case.

269. The compensation is calculated in accordance with the
rules provided in Divisions III and V of the Tariff of judicial fees of
advocates according to the class of action determined on the basis of an
amount equivalent to

(1) either the exigible duties pertaining to rolling stock that were
unpaid at the time of issuance of the contested notice of assessment,

(2) or the duties paid pertaining to rolling stock which have not
appeared on any notice of assessment and the refund of which is
claimed in a case.

Notwithstanding the first paragraph, where several cases
contemplated in section 266 concern duties pertaining to the same
rolling stock, the compensation is calculated according to the class of
action determined on the basis of the lesser of the amounts
contemplated in subparagraphs 1 and 2 of the first paragraph.
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270. Entitlement to compensation under section 268 in respect
of a case mentioned in section 266 commences on the first of the
following days:

(1) the date of filing in the office of the court of a definitive waiver
of contestation of the legality of the regulations mentioned in section
266;

(2) the date of filing in the office of the court of a discontinuance of
the case where the discontinuance has been served on the opposite
party;

(3) the date of the presentation of a discontinuance of the case at
the trial;

(4) the date of filing in the office of the court of a waiver of
judgment;

(5) the date of expiry of the delay for appeal from the final
judgment where no appeal has been instituted according to law.

Subparagraphs 2, 3 and 4 of the first paragraph apply in respect of
the part of the case or the judgment concerning the legality of the
regulations mentioned in section 266.

271. Notwithstanding any other Act or regulation, the
compensation provided in this chapter replaces any amount that the
Government could otherwise be required to pay in respect of costs or
fees involved in the cases contemplated in section 266.

Nothing in the first paragraph shall prevent the Government
from paying costs or fees under the Tariff of judicial fees of advocates
involved in the part of a case contemplated in section 266 which does
not pertain to rolling stock.

272. Every decision by the Minister of Revenue pursuant to the
provisions of this chapter is final. It is binding on all persons, and
notwithstanding the provisions of any other Act, is not subject to
appeal, examination or review by any court whatsoever.

In addition, no extraordinary recourse provided in articles 834 to
850 of the Code of Civil Procedure (R.S.Q., chapter C-25) may be
exercised, nor may any injunction be granted against the Minister in
respect of such a decision.

Two judges of the Court of Appeal may, upon motion, annul any
writ, order or injunction issued or granted contrary to the first or
second paragraph.

374



1989 Taxation Act CHAP. 5

Consolidated 273. The sums required for the payment of compensation shall
revenue fund 150 yakan out of the consolidated revenue fund.

CHAPTER 111

COMING INTO FORCE

Coming into 274. This Act comes into force on 6 April 1989.

force
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