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Page numbers in bold face denote definitions.

A

Accountant-in-a-Box (software), 211
accounting
vs. bookkeeping, 206, 207, 212
computer software for, 209, 211
See also online resources; specific
ownership structures
accredited investor exemptior, 97, 98.
See also joint ventures
acquisition fee, 70, 91
adjusted cost base, 76, 156
advisors
selecting, 21-26
interviewing, 27-28
See also online resources
agreement(s), of purchase and sale, 18, 30-33,
41,156,177, 210
and MLS™, 47,173,174
types of, 172-74, 178-79
See also online resources
Alberta Securities Commission, 102
See also online resources
appreciation, of value, 7-9, 12, 77, 167,
176-77, 198, 222
assessed value vs. real value, 155
assessment(s), for property taxes,
153-55

assigniaent clause (agreement), 30, 31, 50,
102,120, 121
audit(s)
and Canada Revenue Agency, 21, 26, 45,
52, 141, 144, 149-51, 165, 184, 206,
209,217-18
engagement, 217
of financial statements, 37, 46, 57, 103,
212,213,215
vs. review engagement, 216,217,218
automobile(s), use of
as taxable benefit, 146-50
See also Canada Revenue Agency: T4002;
deductions

bare trustee corporation, 74, 78, 158
Barnett, James 195, 195n
Better Business Bureau, 129
bookkeeping vs. accounting, 206, 207, 212
computer software for, 209, 211
borrowing, 10,42, 43,47, 100
cost of 215-17
and fraud, 137
and leverage, 8, 47
rights of redemption, 171
See also credit; lines of credit; mortgages
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British Columbia Securities Commission, 102
See also online resources
Buildium (software), 211
Business Corporations Act (Ontario), 165
buy-and-hold
accounting for, 219, 221,222,223
as strategy, 205, 208
buyer representation agreement, 173, 174
See also disposition, contracts
buyer’s market, 40

H

Canada Depository for Canadian Securities
Limited, 163, 164
Canada Mortgage and Housing Corporation
(CMHC), 128, 142
Canada Revenue Agency (CRA)
and attribution rules, 106, 188, 191
capital expenditure vs. capital cost
allowance, 132, 133
defending position before, 48
penalties imposed by, 45, 184, 205
and “reasonable expectation of profit”
test, 52
recharacterization of building losse, 186
and rent-free inducements, 1215122
and retroactive tax planning, 106, 133
and voluntary disclosurz, 12¢, 162
See also online resources
Canada Revenue Ageney (CRA), bulletins,
guides and regulations 1ssued by
IT-158R Food, Beverages and
Entertainment Expenses, 151
IT-218R Capital Cost Allowance-
Depreciable Property, 46, 134, 135
IT-533 Interest Deductibility and
Related Issues, 44
NR6 Undertaking to File an Income
Tax Return by a Non-Resident
Receiving Rent From Real Property
or Receiving a Timber Royalty, 59
T3 Statement of Trust Income
Allocations and Designations, 76, 165
T3 Trust Income Tax and Information
Return, 76, 165
T'776 Statement of Real Estate Rentals,
54,143, 145-46, 162, 164, 208-9

T1134A Information Return Relating
to Foreign Affiliates that are not
Controlled Foreign Affiliates, 161
T1134B Information Return Relating to
Controlled Foreign Affiliates, 161
T1135 Foreign Income Verification
Statement, 161
T1141 Information Return in Respect of
Transfers or Loans to a Non-Resident
Trust, 161
T1142 Information Return in Respect of
Distributions from and Indebtedness
to a Non-Resident Trust, 161
T2054 Election For a Capital Dividend
Under Subsection 52(2), 183
T2125 Statementn{ Business or
Professionzi Expenses, 54
T4002 Busivess and Professional
Incomne, 146
T4(26 Pental Income Guide, 143, 144
T406., NR4 Non-Resident Tax
Withholding, Remitting and
Reporting, 160
T4144, Income Tax Guide for Electing
under Section 26, 159
T5013 Statement of Partnership Income
(supplement), 162, 163, 164
T5013A, Statement of Partnership
Income for Tax Shelters and
Renounced Resource Expenses, 163,
164
See also Income Tax Act; online resources
Canadian Accounting Standards Board, 212
Canadian Real Estate Association (CREA),
173
Canadian Securities Course, 103
capital call notices, 91, 92
capital cost allowance (CCA), 11, 54, 56, 64,
69,132, 134-35, 138,163, 178, 185-86
and automobiles, 146, 148
claiming vs. not claiming, 140, 229
on non-arm’s length transfers, 191-92
and rates, 139
See also Canada Revenue Agency:
IT-128R
capital dividend, 108, 183, 184
See also Canada Revenue Agency: T2654;
dividends



capital gains
vs. accounting gain, 223
vs. income, 44- 48, 61, 71, 137-39,
183,184
vs. inventory, 138
and non-resident investors, 186
reserve, 180, 181
tax on, 45, 61,177,179, 181, 183, 188,
191-92
See also Canada Revenue Agency:
IT-218R,T2054; corporations;
dispositions; partnerships; REITs;
spousal transfer
cash-flow statement vs. cash-flow analysis, 220
CDS Innovations Inc. 163, 164
chart of accounts, 210. See a/so online
resources
CMHC (Canada Mortgage and Housing
Corporation), 128, 142
commercial tenancies, 120, 121. See also
tenancies
committee of adjustments, 35
common shares, 108, 178, 198, 199
Competition Bureau of Canada, 173
compilation agreement. See financial
statements, reports
compliance cost, 83,212
condominium, 47, 127, 188, 222
conversion to, 19, 181, 1§&2
reserve fund, 37
status certificate, 72,37
and title, 37,1871
confidentiality, vs. public disclosure, 92
Conservation Authority, 35
Construction Liens Act (Ontario), 131
contractual joint venture(s), 63, 64, 67,
108, 169
advantages/disadvantages of,
67-69
vs. general partnerships, 68
and liability, 67, 68
See also joint ventures
co-operatives (apartments), 3738
co-ownership, 38, 200, 209
of apartments, 18,37, 38
as contractual joint ventures, 63,
66-68,71
See also Canada Revenue Agency: T776
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corporation(s)
active vs. inactive income of, 59-61
advantages/disadvantages of, 55-58
and bare trustee, 74, 78, 158
bookkeeping for, 209, 211
and capital gains, 55, 57, 61
disposition of, 183, 184, 187
and dividends, 59-62, 76. See also
RDTOH
and financing, 112,113
and image, 113
as investment strategy, 80-81, 105, 107,
110, 112
and liability, 26, 55, 58, 67, 68, 92
and probate, 199, 200
and remuneratior; +07-09
rollover, 192-94
vs. sole proprietorship(s), 51, 53, 140,
141,157
and nixes, 26, 45, 54, 56, 58-62, 111-12,
164-65
Sez also specific ownership structures
ov:nants, restrictive, 34, 170
co-venturers, selection of, 70, 71
credit, history of, 8, 118, 176, 177. See also
borrowing
creditor protection, 75, 81, 83, 86, 87, 87n,
110

D

deductions, examples of
automobile and travel expenses, 144-49
direct/indirect expenses, 142, 143
meals and entertainment, 150, 151
See also Revenue Canada Agency: T2125
deed of land/transfer, 39
depreciation, 69, 110, 139, 140, 221, 223
and declining balance method, 123, 222
and non-resident investors, 159
See also Canada Revenue Agency, T4144
developers, 133, 134,224, 225
See also Revenue Canada Agency:
IT-128R
disposition, of property, 168
to children, 189, 190
contracts (agreements) for, 30-33,
169-70, 172-79
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disposition (Continued)
contractual restrictions on, 170
and corporate attribution, 191
and corporate rollover, 192, 193, 194
as element of strategy, 171
and fair market value, 190
and non-arm’s length parties, 187, 188
and recapture, 185,223
right to sell, 168
sandwich lease, 176
and spousal transfer, 188
and terminal loss, 185, 186
See also specific ownership structures
“distribution waterfall”, 91
dividends, 84, 107, 108, 109, 219
capital, 183-84
and RDTOH, 60, 61, 112, 139
taxation of, 58-62, 189, 199

See also Canada Revenue Agency: T2054

Domin-8 (software), 211
double taxation, 58, 61, 64, 95, 160,
190, 198

down payment, 14, 70, 177,178
rules affecting, 8

drag-along rights, 170

due diligence, 30, 33, 34, 37-40, 98
and condo conversions, 181, 187
and contractors, 128, 129, 121
and co-venturers, 70, 71
documents pertaining to, 35-36
impact of, 38
and ownershinserectures, 113, 114
on promoters, 192
and selecting advisors, 27-28
and selecting property managers,

123-24

and tenant screening, 117-18

E

easements (right of way), 34, 35

Electrical Safety Authority, 35

equity, 10, 12

estate freeze, 192,197,198

estate and succession planning, 196-99, 202
and probate fees, 199, 200
See also insurance; trusts; wills

exclusive (non-exclusive) listing agreement,

173-74. See also disposition, contracts

exempt market dealers (EMD), 102, 103, 104

expenses
allowable, examples of, 142
non-allowable, examples of, 143
tracking of, 54. See also automobiles;
bookkeeping; Canada Revenue
Agency: IT-218R; specific computer
software; traceability
expropriation, 171

F

family trust(s), 26, 75-77, 79, 85, 105, 106,
110, 190
financial advisor(s). See adyisors
financial statements, 213 2%
balance sheet, 218, 219
cash-flow srateizent, 220-21
income stateraent, 220
notes o, 213
and.p, o-forma statement, 214, 215
1eports on, 215-18
statement of retained earnings, 213
See also audits; GAAP
five-year rule, 86
flipping, of property, 223, 224. See also
Revenue Canada Agency: T2125
“flow-through entity”, 65, 94
foreclosure, 171
foreign real estate investments, 160, 161
See also Canada Revenue Agency:
T1134A, T1134B,T1135
For Sale by Owner (FSBO), 173, 174
fractional ownership. See private residence
clubs; timeshares
fraud, 86, 94, 100, 136, 137
freehold (fee simple), 49, 50

G

GAAP (Generally Accepted Accounting
Principles), 121,212, 215,216,217, 218
GAAR (General Anti-avoidance Rule), 86,
87n
general partnership(s), 64-68
GST (Goods and Services Tax)/HST
(Harmonized Sales Tax)
bookkeeping for, 206, 219
and designated use of property, 156



income threshold for, 127
on new housing, 40, 157, 158
registering for, 157, 158
reporting, 69, 125,128
government agencies. See specific
departments/ministries

H

HST (Harmonized Sales Tax). See GST
Holmes, Mike, 129

Holmes on Homes (T'V), 129

human rights legislation, 118

identity theft, 137. See also fraud
income
active vs. inactive, 59, 60
splitting, 106
See also capital gains
Income Tax Act, 41,46, 94,122,141, 187, 188,
192,193
incorporation
advantages/disadvantages of,
55-58
See also corporation(s)
inspector, of property, 20, 32, 36, 81
insurance, 10, 32,103, 111, 116,125 130,
135, 146, 159, 181
broker, 20, 126, 182
CMHC, 8, 128,'42
commercial, 135
contents, 119
creditor life, 136
directors’ and officers’, 67
as investment, 202
liability, 68, 129
life, 201, 136, 184, 197, 201
and minimizing premiums, 136
mortgage
default, 136
fraud, 137
property, 36, 142,222,224
title, 18, 36, 136
International Financial Reporting Standards
(IFRS), 212
internet resources. See online resources
investment contract(s). See securities
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J

joint-tenancy, 50, 51

joint venture(s)
advantages/disadvantages, 62-65
agreements, 18, 62, 65, 68, 169
and bookkeeping, 208, 214
contractual, 63, 64, 67 108, 169
and disposition of property, 169, 170, 171
and liability, 67, 68
and partnerships, 63-69
process to establish, 71-72
and securities law, 72, 73, 96, 100-03
and tax exemptions, 97-100
See also corporation(s);.co-ownership

K

“kiddie tax”, 76

L

land vansfer tax (municipal), 41,221, 223, 224
r.awy Society of Upper Canada, 117
lawyer(s). See advisors
leasehold, 34 49, 50
improvements, 121, 123
leverage, 8, 10, 43,47, 77, 81, 82, 94, 199, 201
liability, 69, 106, 110
contractors, 129
and contractual joint ventures, 67, 68
and corporations, 55, 58, 67, 68
directors, 67
and general partnership, 64, 65
and insurance, 68, 129, 135
and legal issues, 110, 111
and limited partnership, 65, 66, 91, 92, 93
personal, 54, 58,91, 93,111
and property managers, 121
and sole proprietorship, 54
and tenancies, 119
lien(s) 34, 130, 131
life estate, 50, 51
limited partnership(s), 64, 85, 181
advantages/disadvantages of, 66,67
and bookkeeping, 208-11
“flow-through” capabilities of, 64, 111
and liability, 65, 66, 91-93
as syndications, 90-92
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line of credit, 43, 207
lis pendens (suit pending), 34
location, importance of, 9

maintenance, of property, 21. See also property
management
market cycles, 9, 10
market dealers, exempt. See exempt market
dealers
minimum investment exemption, 98
Ministry of the Environment, 35
Ministry of Labour, 35
Ministry of Municipal Affairs and Housing,
35
money laundering, 91
mortgage(s), 39
assumable, 35, 36, 178
and bookkeeping, 207-10, 219, 220, 222
broker, 19, 20, 29, 53, 112, 175, 181
default, 171, 179
discharging of, 32
and equity, 10, 14
fraud, 136, 137
insurance, 20, 135, 136
and investment trusts (MI'Ts), 92,04
personal guarantee of, 110
qualifying for, 8, 70, 77
re-advanceable, 43
rules affecting, 8
and share trangicr, 56
and Smith Manceuvre, 41, 49
and title, 34, 39
and traceability of, 42
vendor-take-back (VIB), 113,178, 179,
180, 224
multiple-entity structures
advantages/disadvantages, 80, 81,
85,86
and a parent company, 81, 82, 83
three-tier structure of, 84
Multiple Listing Service (MLS™) listing
agreement, 173
multi-residential units. See condominiums;
co-operatives; co-ownership; private
residence clubs; timeshares
municipal land transfer tax, 41, 221, 223,224

net worth statement, 219
non-arm’s length relationship,187, 188
non-exclusive listing agreement, 173, 174
non-resident investors, 138, 158, 159,
160, 161
and capital gains, 186, 187
See also Canada Revenue Agency:
IC72-17,NR6, T1141,T2062,
T2062A

0

offering memorandum (OM) for syndications,
90, 98, 99, 181
offer, to purchase, 31-:35
off-title search, 34,35
online resources
accounting software, 210, 211
Albera Securities Commission 102
British Columbia Securities
Commission, 102
Canada Revenue Agency, 151, 159, 162
chart of accounts, 210
disclosure of public companies, 57
legal advice, 19
news and updates of book, 15
OREA agreement of purchase
and sale, 31
property management agreement, 126
renovation contract (sample), 130
rental lease agreement, 120
template for rental application, 118
Ontario Real Estate Association (OREA)
Form 100-Residential Purchase, 31, 32
See also online resources
Ontario Securities Act, 101
Ontario Securities Commission, 102

P

partnership(s)
advantages/disadvantages, 64, 65
and bookkeeping, 208, 209
and capital gains, 64
and “flow-through entity”, 65
vs. joint venture(s), 69
public vs. public investment, 164



and tax filing, 162, 163, 164
See also Canada Revenue Agency: T776,
T5013, T5013A; joint venture(s);
general partnerships; limited
partnerships
paying family, 56, 77, 142, 191, 198
personal financial statement, 219
Personal Information Protection and Electronics
Documents Act (PIPEDA), 118
Planning Act, 32
power of sale, 171
preferred shares, 108
“primary intention”, of taxpayer
concept of, 46, 47, 48
principal residence exemption, 140, 168
privacy laws, 118. See a/so online resources
private investment club exemption, 100
private issuer exemption, 99, 100
private residence clubs, 38
probate fees, 199, 200
property management
provisions of agreement for, 124-26
and software for, 211
and tax issues, 127-28
See also online resources; property
manager; renovations
property manager, 20, 21, 123-26
property ownership, forms of. Sec fieenold
(fee simple); joint-tenancy; joint ventures;
leasehold; life estate; terancy-in-common
property taxes, 15355
PropertyWare (software), 211
prospectus, requirement for, 93, 94, 96, 97, 98,
100, 103
public disclosure vs. confidentiality, 92

Q

QuickBooks (software), 211

R

RDTOH (refundable dividend tax on hand),
60,61,112,139

real estate agent. See advisors

Real Estate and Business Brokers Act, 73

real estate developers. See developers

recapture (of expenses previously claimed)
185,223
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REIT (Real Estate Investment Trust), 86, 89,
92,93,94-96, 180
See also syndication(s)
renovations
contract provisions, 129, 130, 131
and property value, 128
repairs vs. capital expenditures, 132
selecting contractor for, 128, 129
and tax strategy, 135
and zoning by-laws, 132
See also online resources; Revenue
Canada Agency: T2125
Rental Housing Tribunal, 35
rental income
and attribution rules 188, 189, 191,
and bookkeeping;19-223
and expenses, 14,45
and humarn wights legislation, 118
as inact’ve 1icome, 59, 60
and v on-resident investors, 158, 186
a} personal income, 107, 108, 208, 214
See also online resources; Canada
Revenue Agency: T 776, T4036
F.ent Magic (software), 211
Rent Manager (software), 211
rent-to-own/lease purchase option, 176, 177,
178,223,224
rent-pooling, 73
reorganizations, tax-free, 45
residential tenancy
inducements for, 121
and lease cancellation, 122
provisions in leases for, 118-20
screening of tenants, 117, 118
tenant protection legislation, 116, 117
See also tenancies
RESP (Registered Education Savings Plan), 75
Revenu Quebec, 40
review engagement. See financial statements,
reports
right of first offer, 169
right of first opportunity, 169, 170
right of first refusal, 169
right of way (easement), 34, 35
RRIF (registered retirement income fund),
75,94
RRSP (registered retirement savings plan),
11, 75,90, 93
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S

securities, 72, 73, 89, 90, 100
trade in, 101, 102, 103
seller’s market, 39, 40
shareholders’ equity, 219, 220
shotgun exit, 170
single vs. multiple entity structures
(for investment)
advantages/disadvantages, 80, 81,
85,86
Smith, Fraser, 41
Smith Manoeuvre, 41, 43, 44. See also Canada
Revenue Agency: I'T-533
sole proprietorship, 49, 51, 52, 62, 64
advantages/disadvantages of, 53, 54
and bookkeeping, 208, 214
vs. corporations, 140, 141
and liability, 55
and tax issues, 162, 208
See also Canada Revenue Agency: T776,
T2125
Sparkmatrix (software), 211
speculators, 9
Statement of Adjustments, 39
stock market, 7,9, 10, 12, 57,198, 212
and liquidity of stock, 13, 89
and public partnerships, 164
and REITs, 90, 93, 94
See also securities
strategy, for investing, 167
short vs. long teim approach,
105,111
See also buy-and-hold; flipping
Supreme Court of Canada, 44, 121, 122
syndication, 72
acquisition fee, 91
advantages of, 89, 90
as investment funds, 104
and limited partnership, 66, 89, 90, 94,
96, 104, 180
mortgage Investment corporations, 94
and REITs, 89, 93-96, 180
and securities law, 72, 73, 89, 96, 192
and tax exemptions, 97
System for Electronic Document Analysis
and Retrieval (SEDAR), 57. See also online
resources

T

tag-along rights (piggy-back rights), 170
tax
land transfer, 41, 221, 223, 224
minimization of, 142, 189, 190
rates by province, 53
Technical Standards and Safety (government),
35
tenancies
bookkeeping for, 206-16
commercial vs. residential, 115
and disposition of property, 170
inducements to rent, 121
and lease provisions, 118, 119,
120,122
leasehold impreven.ents, 123
and tenant nrocection, 33, 50, 115, 116,
117, 112
Seevrlsosroperty management
tenancy izi-common, 51
terpadiioss, 185, 186
e, of investment
short vs. long, 9,12, 13
See also buy-and-hold; strategies for
investing
timeshare(s), 38
title, 71, 72, 74, 108, 131, 168,
179,218
and condos, 37, 181
and co-ownership, 38
and disposition, 178, 181
fraud, 137
insurance on, 36, 135, 136
search of, 18, 31-35
sub-search of, 39
traceability
of financial transactions, 42,
43,184
of relationships, 69
See also Canada Revenue Agency:
I'T-218R; expenses, tracking of
transaction (real estate), stages of,
30-39
transfer/deed of land, 39
trusts, 18, 165, 166
and bare trustee corporation, 74,
78,158
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family, 75,76, 77, 78,85, 105,106,110, \J

mtelfgl-vm 74,75,76,165 value-added tax. See GST/HST
mortgage investment (MITs), 92
and REITs (Real Estate Investment W
Trusts), 86, 89,92, 93, 94-96, 180 wills, 200, 202-04. See also trusts
spousal, 203 write-offs, 10, 53
testamentary, 74, 75, 165, 203
21-year deemed disposition rule, 76 7
and wills, 200, 202-04
See also Canada Revenue Agency: T3s; zoning, 14, 18,32, 35,47, 130, 132, 167, 181.

corporation(s) See also renovations






