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incipal Residence
e Change in Use of Princ
qualify as a Principg| ' Election Wher

i in a co-operative hous?ng
i hold interest, or share in : 0
umt;\lli?;sss a principal residence for a year, nm[‘l:;l:ﬂtlas)t(il)gyer"gs
ation may q%ot ordinarily inhabited by the taxpayer or g
i “éﬁ This would occur where use off a hﬂc;uilongb el o
B3 ] ; L 3 Vi ‘ i that year. 4 it ol _
principal residence if the in th T S it wer o thé family 0 being a rnta
A ayer built a home and, when tra i
g ent it out. When the taxpayer returne bimi
b fo]rlcegot[(:lé‘ it was held that a deemed dlSp(;}SlUOélderom 1:1 LA
‘ gy the , rty was chang
. , . c e e e l'i/ taxpayer ﬁad been correctly
taxpayer sells one house and buys another i : oCCUIT o hl seidiids dnd thatite e ad been cortcl
% . year sg erty ft‘olrar:;)captured capital cost allowancel: atn thz t t% i
: i itled to elec st _ DOSES,
i ayer is enftitle Rl
10[1-‘362 Teh?s ::%?sigered to have taki;n p}ace. V\{i}j]‘crest?}lfeetlggpayer’s
llﬂe lggﬁicular year, the housing unit V;’lll QL? » gcgption T
o 32 Subject to one ¢
' that year. 1 1C [ i
2l reSLdteI:'ct;; rfloary only éualify as a principal rgs_udence for four y
: 't}:: S&U% which the election applies. ant
il 1 ha‘d ments of & pe o ing unit is not ordinarily inhabited by the tatxpay; .
S g i hr?ll'lﬂifmii the year because the taxpayer or the taxpay

it i i 0 move to
. e -ta’-f,%?)y;r;;ofr?-law partner is requlr_ed by hxg I'(l)tril‘t}lfé if)nlf)lgyflfet ol
Land upon which a housing unit is built and surrounding land which . gpouse. s ot e

H i €
e Otlher 1'212?1(:{3 indefinitely% If the unit was rented out during th
" cipal resi

. the taxpayer’s absence is
B in question, and, as long as will be
: ; oD QI e ants of the Giployer, none OF these yeats
that the excess land is necessary for the use and enjoyment of the housj owing to the requirements

itati inarily i d on such elections.
i i - imitation ordinarily impose _
lﬁl,:tdedlims glifl;?lyfg: a‘t;xh;;:yer subsequently satisfies one of the following
This applies |
three conditions: | it S
o 1) the taxpayer resumes living in the home ?urxg]sge:rlllgl (:yment 4
ta asycr’s or the taxpayer’s spouse/common-law partne
taxp:
. i inated, the taxpayer

i ith that employer is termina 1, ‘

e Ilfi\tit:fg ?Irln%llzyﬂ‘(l)e;te ‘gefore the end of the next taxation year; or
resumes

inhabited as described above. Where the taxpayer acquires shares of _]}Eusmg

The expression “ordinarily in
be noted, however, th

tl

sizes imposed by municipal authorities in dete
status. Where a taxpayer purchased a 10-acre parcel of land for a residence
(10 acres being the minimum acreage required by munigipal zoning for a
residence), the subsequent sale by the taxpayer of a 9.3-atre varcel which did
not include the housing unit was held to be a sale of the Laxpayer’s principal
residence.359 Further, where the zoning changes during ownership such that

the property can be subdivided, the determination and the designation of
whether a property constitutes a “principal residence”

sidence

’s or the taxpayer's
g ! : : i ing the term of tl_)e taxpayer

on a year-by-year basis during the period of ownership. It follows that for - (3) the taxpayer dies dtll:l B loyment with that employer.

: Az ird i , -law partner’s employ

those years that the Zonming restrictions preclude the ability to obtain a spouse/common ] it in question be at least 40
severance of excess lands in a particular year when the property is ordinarily It is also a condition that the housing um1 o fiiaer At hiooaRDaER
inhabited by the taxpayer, the taxpayer is able to designate the excess por- Rillometres farther from the new place of embp Ozoted chatfom puEposes’ Gf
tion in those years as a principal residence 30 [and is not, however, consid- subsequent place of residence. It should be

ered to be part of a principal residence where the residence consists of E

i in which the
calculating the principal residence deduction, 01:11y those years in Wi
ﬁxpayer is resident in Canada will be considered.

i tion of foetnotes. .
See page i for explana ‘ ; W
See page i for explanation of footnotes. e

364 CCH §7950; Sec. 54.1.

shares of a Cco-operative housing corporation,

s  Sec. 45(2); Interp. Bul. [T-120RS.
4 oA 0 >3 Yates, 86 DTC 6296, Augart 93 DTG 5205, CCH 16820; Se
3% Fourt, 91 DTC 5631,

e C 1576.
360 Cassidy, 2011 DTC 5157 o

' 15270
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. g
? d (other than a child w
was the taxpayer's chil 2
a p‘?rso?h‘:hy(z:ar a married person or a pf:l'SOI)I. who was in
dlJ()Inmliw partnership or 18 years of age or over); or
mon-
taxpayer elects out of the d .
Minister365 This election recapture of capita] cos

ge in use and, in fact, the election will not be alloweq;
ance has been claimed on the property after |g
before the property becomes the principal residence of the taxpy,
making this election, the taxpayer can also designate the Property
principal residence for up to four years prior to the change in yge =~

5 t ied person or a
) _ the year a married p
ayer was not during : ears of
) where ﬂiﬁ) ‘\i‘{;ﬁ iﬁ common-law partnership (I)Jr a %i;f;-noisfa);hcr i
person W ho was the taxpayer’s m P

1 by a person w ing the year a married
Jage or over, | ister who was not during the y :
N er's brother or s . -law partnership or a

the taxpay ho was in a common p

] erson who
~ person Or ap

367
s 'rperSOD 18 years of age or over.

rincipal residence designat}on.for a
pcrs?n:ﬂg ;guzgcrl??ﬁdﬁ?gﬁa? \xlr)ho, inpthe calendecllr gfgi[n erﬁ;nﬁl Lr; lﬁltes
o ici interested in the trust an i
g b;:neﬁcmlly m e/common-law partner, form.
e t?]?:]s' gr sgl?; st;hat ordinarily inhabits it, is I1s}ede ;ln
: cemmon-law ptat;‘er plzopcrty may be designated as a prmcu;f\ . arr -
. Nt;) gn specified beneficiary of the trust, the bene 1(;11r tn{: ;
e year' 4 asitner (other than a spouse or common-glw prsuant
wn;nmon_ld‘:rtll)le ear living apart from and was separated, ];)unefici-
Nt t_hrougl'nml[_on o); written separation agreement, frorq theih : i
i sepa}:a ; child (other than a child who was during gi 5
i rson who was in a common-law partners pied
- Orc? p\iar) or, where the bencficiary. was not a mai'ra d
e h0 Wf;s in’ common-law partnership or 18 yez;]rs 0 thga :
e b persog s t?iciary’s mother, father, brother, or sister w eren-law
‘;ert;rbbs(istt];i wzr;enot a married person or gfges;)rllfu; 20;:3;?1;;?0“ i
€ Or OVerL (
sh@p - [t)lt]:rsnog rleggigt?eargl g{l;ﬁty is beneficially it_lterested ?kghg
ers;h:l?ugf t:::ran; time in the year, the trust is not entitled to m
ona

cipal residence designation.

. . - s

d a dwelling
e ision®®® will apply where a person owned a =
» tra_l]nm;ornall pi%\glgloxhicl?lwotﬁg yhawe qualified as a prrlmamgi!eﬁ?llg
: t%e%?_g tge ::hange. Specifically, the taxpayers gaxllnmgtion ot the
i d of at a later time will be computed on thclgﬁésl for-its then fair
%;;;;Zr disposed of the property on DeFen:ibel;] 3tlh’e basis of the number
(a) by a person who was throug : market value. The capital ga311n 1159;1 ?tngilnnge wt?ich the taxpayer owned the
Spouse/common-law partner (other than a Spouse or common- of years prior.to Decem_bert d the principal residence under thc‘rules 2113
partner who was throughout the year living apart from and wa %i%]]ing lEim(? I;Ei‘gf Stodf;:ﬁ?aar; 1, 1982 (ie., each membel; Pf:d?ergﬂt)},l:;:iﬂ
ol 4 4 . ‘ applie L Y is amount 18
| R . Separation or written separation ‘dé:?gnate a different principal residence). To this a
agreement, from ¢ € taxp i ' See page i for explanation of fooinotes.

e ‘, 369 485: Sec. 40(6).
S10CH §7851; Sec. 54 *principol residence’” bk
“CCH 17851, Sec. 54 “principal residence’.

Example;

Ned owns and lives in q home from 2000 to 2008. On January 1, 2008, Ned
8 home to another family, In 207 1, Ned sells the home

purchased in 2000 for $85,000. The fair market
January 1, 2008 was $120,000. Ned sells the home for $130,000.

If Ned files an election in 2008 deeming no change In use to have occurred, f
be no deemed dispostion in 2008, The whole gain of $45,000 in 2011 will be exem
tax, since the home can be designated as Ned's principal residen,
ownership,

If no election is filed, there would be a deemed disposition onJanuary 1, 2008
in a gain of $35,000 which would be entirely tax-free due to the principal :
exemption. The property would be deemed to be reacquired by Ned at g cost of $12¢
In 2011, Ned would incur g capital

gain of $10,000 which would not be eligible
principal residence exemption, since in 2008 the h

ome changed in use from ap
residence to a rentql property,

[15275] Principal Residence Designation

In order to qualify as a principal residence for a particulay taxati
year, a housing unit, leasehold inter ‘

est, or share must be desigaated as
by the taxpayer in prescribed form.366 This designation is (o he made in
return filed for the year of disposition or when an option is granted
someone to acquire the property. The prescribed form i< T2091. Only of
property may be designated as the taxpayer’s principalresidence for a
ticular taxation year, either directly or through a personal trust.

The definition of “principal residence” restricts the ability of a taxpay
to designate a property as a principal residence for i
designation cannot be made by a taxpaye

r where any other housing
leasehold interest, or share has been desig

nated for that particular year:

See page i for explanation of footnotes,
385 CCH 16830, 16831; Sec. 45(3), 45(4) CCH 17851, §39268; Sec. 54 *oring

ipal resl
dence’; Reg. 2301; Form T2091.

15275
15275
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(b) the amount of the Q
uebec tax abatement
?rnment tax abatement deemed to have gge: ng’zihe i
see 18020 and §8021). g

Canada by virtue of a tax convention with another country, and
income from employment with a prescribed international
organization such as the United Nations;*®'

[18565 |
b BRE b i b i ¢ ~ (viii) taxable dividends that are deductible, received by a corpora-

A taxpayer who carries on business i —— i
‘(‘i‘tfgga frqm his or her Part I tax ot
i Ilir;::s ;;rt,;cim&e tax palFl by the taxpayer for the year in r
e e ed on by h}m or her in that country, plus uis
Bt dgn ta)g credit” in respect of that country for thei3 .
a0 Jor ¢ iscussion of the carryforward and carryback :
on is limited to the lesser of the following two amoll:;(t);m

in a foreign country is pe, ,t-
’. |

herwise payable, a portion (ix) dividends that are deductible, received from a foreign

affiliate.*6®

" To this figure a taxpayer that is a corporation may add an amount to
taxable income that will increase the foreign tax credit claim.“®* An
. individual will also add, if applicable, that proportion of the 48%

gurtax on income not earned in a province that the individual’s

~ income as described above in (a) is of the individual’s income as

(1) The proportion of the “tax for the year otherwise payable
L]
‘6.465

Part” that: ‘ : : ; ; ;
~ described above in (b) that is not earned in a provinc

(2) The arrount by which the “tax for the year otherwise payable under
Part”, exc-2ds the deduction for the non-business income tax credit,
eby allowing non-business income taxes to be deducted first (see §8555).

(a)t at)l?e taxpayer’s income for the year from business carri d
blepayeé in that country, other than any portion that s
under a tax convention“*® and “tax-exempt i:::acf :
m

income not subject to tax in the foreign country becauys

e ~“whcie the taxpayer is an individual who was resident in Canada only

af the year*® (see § 14,005), the taxpayer's income is apportioned. The
fraction in (1) is then modified so that only income for the period or
»ds in the year during which the taxpayer was resident in Canada is
uded in the amounts in (a) and (b) and the denominator described in (b)
e will include the individual’s taxable income earned in Canada while
individual was not resident in Canada.6’ Taxable income earned in
da will be determined before deductions for certain items such as an
oyee stock option plan, prospectors’ and grubstakers’ shares, social
ce and workers' compensation payments, income earned from
ployment with a prescribed international organization, and income
pt by treaty and loss carryovers. %

(b) the aggregate of the taxpayer's income for the year

previously forward-averaged i i
L st ged amounts included in taxable i

(i) capital gains deducted under the lifetime ¢

tion for individuals;*5 e

(ii) net capital losses;*5

(iii) an amount deductible i
it ductible in respect of an empleyee stock op

(iv) any amount deductible in respect of prozoectors’ and

.

The calculation of the amount of foreign business tax credit that can be

med is done for the business tax paid in each foreign country in which

AR xpayer does business.

(v) amounts deductible in respect of a home relocation loan;%®
Y

5‘70] Limitation on Business Income Tax Credit

For the purpose of calculating the limitation on the business income
credit in 8565, the phrase “tax for the year otherwise payable under this
” means the tax for the taxation year otherwise payable under Part 1
ore making:

(vi) amounts deducti i
1 uctible in respect of tuiti istan
received for adult basic educatign;“ﬁ" e

(VI:\{O?E;I“);HB decluctil?le in respect of social assistance payme
compensation payments, amounts exempt from ta

See page i Xp )
pags jor explanation o ootnotes.
' ' ' ' =

453 CCH 115,200, Sec. 1
454 ooH 119,794: Sec, 1;2&;;(0' 458 ééol_? }(diTS)' ‘ " See page Ii for explanation of foototes.
495 00 4150756 15979: s O LASi274: 116,276; eo 11001) CCH 115,290, Sec. 110(1)(0. 465 CH §118.900; Sec. 120(1).
456 0CH §16003: Sec. 111 BC. 1108, 459 001 §15305: See. 110 H 116,301; Sec. 112. 468 oCH §17,008; Sec. 114.
003; Sec. 111(1), 460 3CH 415,293, Suc. (10 CCH §16,500; Sec. 113. 457 CoH 417,008, §19.703; Sec, 114, 126(21)
293 Bec oG CCH §15970; Sec. 1105. 468 GOH 17,101; Sec. 115(1)(d-).

18565
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(a) any addition for income not earned in a province or fop
CPP/QPP disability benefits received in one year that p
preceding years;

i ill be limited to 40% or 30%
d for FTC purposes yvﬂl : s
edgigbgnrs:k?eirﬁff the foreign tax constitutes Eusnlllt;sri Oérnggbt:u%t;gz:
ayer's gross profit from the s ; :
mX)th%fste}:;xrtiEtl;pwﬂl incgiude both the dividend and interest income
m

i resale.
_ont while the security is owned and any gains or loss on
men

CCPCs; or

(c) any deduction for the following;
(i) dividend tax credit;

(b) any addition for the additional 62/:% tax on investment inggp,

3] No Economic Profit

i i ary 23, 1998 and it 1s reasonal?le
R pmger‘:[gclgxfgrcrlllilcl:r ggoi"ngroie?;éi prsf;perty would be msqbstasntéeélt
i eount of foreign tax that is expected to be payablp l.l'll rgeg o
plovse ar{lnd “related transactions”, no amount may ‘pe 11f1c:ul g
‘ prg?i;i-%usiness income tax for purposes of calculgtmg oreig
Iness

dits.*"?

(i) overseas employment tax credit; ]

(i) the corporate tax credits in respect of provincial income; .

(iv) the corporate small
deductions;

|
-business and manufacturing and pro

' i : i i~avoi e rule may be available as a
(v) the foreign tax credit; " Any credit enied under this anti-avoidanc

s 1

(vi) the logging tax credit;
(vii) the political donation credit;
(viii) the investment tax credit;

i i XPENSCS,
(ix) the share-purchase tax credit; (a) interest and related financing exp

(x) the scientific research and experimental development tax

(b) Canadian and foreign taxes; and
(xi) the labour-sponsored funds tax credit: or

) other directly attributable o_u}lays and expensesﬂl;elatmg to the

(C)a(?quisition holding, or disposition of the property.
, i i ip of the

( ic profit is calculated for the period of .contmuo_us owr;e;st)gli% Stable
s cquisition to disposition, but includes incom s

i 1‘ ?that period and income in respect of relatgd tr%nsilhe tax:

ekt ?’ons“ are defined as transactions entered into by o
.m;{si It);alr?sg;: t;le arrangement under which the property was owned.

T

Non-business income taxes are to be deducted first and g
income taxes second, thereby preserving any foreign business tax CalTyo
[18572] Short-Term Securities Acquisitions

When shares or debt acquired after February 23, 199&are held for one
year or less, the amount of creditable foreign tax avanable to a Canad
taxpayer is limited to a notional rate (30% for business income tax, 40% fo
non-business income tax) of the taxpayer’s gross profit from the transacti

This would include the net gain or loss from holding the security togeth
with the amount of distributions on the security.470

. Bxample:

i riying value of 10,000, on
corporation with an upde b
p Mr, X has a bond of a United States cor o e ot
: t payment of $500 is abou . S
=_" whlcr? lgilr:e gtlcjxls Tnl r:ﬁgejn'rt%dysmes of 10%, Therefore, Mr. X yvlll r;ieé\g d?r.45
4 mmhg!ding tax. Assume that Mr. X is not able 10 use d foreign

L ent date fo $ ] 0450. Mr. Y
S \
Mr X Sei s the bond to Mr h{ JUSE pﬂor to the intere: payi

GLSO ecelves the $500 ln[erest DCN ent on wi icl $50 as beel Wll eki ASSU ne t'ct

Mr. Y has a federal tax rate of 30%.

s accrued
A few months later, Mr. Y selis the bond on the market for $10,000, plu
. Interest of $100.

The above restriction does not apply to capital property, debt issued 0
the taxpayer having a term of less than one year and held to maturity, or
securities which would be subject to the restrictions in 857347 This
only applies to foreign withholding taxes on dividends and interest which
would otherwise be included in business or non-business tax for foreign tax
credit purposes. In general terms, the amount of foreign withholding

See page |i for explanation of footnotes.

89 CCH 119,7896; Sec. 126(7) “tax for the yearoth- 470 CCH 419732; Sec. 126(4.2),
erwise payable under this Part", 71 CCH 119.733; Sec. 126(43),

18572

I lanation of footnotes. .
SRR 474 CH §19,760; Sec. 126(7) *sconomic I;I)roﬂf'.l .
475 GcH §19.789d; Sec. 126(7) “relate

transactions”.
A8 0CH 151404, Sec. 20(12.1).

412 00K 119,731: Sec. 126(4.1).

18573
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record of i i i i i
i trg I;)e gul(e:l}\:fgeléomcludlpg any supporting voucher or cheque, jg -sdure does not apply when the lawyer deals with the documents imme-
mmunication. Jy upon receipt of the Requirement to Produce.'4®

ment/: ggf;’i’ifgg%ast/hgegl;?:ﬁtsoog;sccll?set1;1fon}'r11atx0n to, or to prodt ! ‘No offiger may_i1_1spect, examine, or seize a documcqt ina Ia}wyer’s
privileged, the communications nfn L %fv t ? taxation authorities, T, ession Without giving that lawyer a reasonable opportunity to claim the
Communi(;ations tova Soliction i s ~ € 0 ahPIOfeSSIOHE}l_natugg ' ege.'"’ A lawyer claiming solicitor-client privilege must communicate to
ot oSSR Oy priviiesedo Tie ma _Ier 01(1i which the solicitops Minister the last known address of the client on whose behalf the
icatiSHs Ceiaie Tob e gur s (;))fpv: cge does not extend to any ¢ ege is claimed, so that the Minister may endeavour to advise the client
wrivileze Belonss 4ot th p] P ; commitiing a fraud or a e - claim of privilege and to find out if the client is willing to waive the

g e client, who can waive it. ege, if it is practicable so to do before the right to privilege is decid-
s After the documents are placed in custody, the lawyer may be granted
t order authorizing him or her to examine or make a copy of the
ments in the presence of the custodian or judge.'*® The documents are
to be repackaged and resealed without alteration or damage.

[1115,165] Defence

Where a lawyer is prosecuted for failure to give info ion o
a document, it is a valid defence for the lawyer tog establisll;ntlla:;ltotllleorg
reasonable grounds to believe that the client had a SOIicitor-clien?rs
with respect to the relevant information or document, and that g ch
lege had been claimed on behalf of a named client to the Ministelrl '
pgrsop duly authorized to act for the Minister. 143 The lawyer must e
cl;ent s last known address so that the Minister may get in touch y
client to see if he or she wants to waive the privilege.

§15,175] Production of Documents

- Where a document has been seized and placed in custody, or is being
ned, the client or the lawyer may apply to a judge for an order to
inc_whether the claim of privilege is justified and to require the
iaa to produce the document to the judge at the hearing.'”™® The
cation is to be heard in camera, and the judge may inspect the docu-
[115,170] Seizure of Documents Qut, ensuring that it is repackaged and resealed.’ If the judge finds that

LTS : : ; re is a privilege in connection with the document, he or she will order
Where an officer is about to seize a document in a lawyer's po tit be returned to the lawyer. If, on the other hand, the judge decides that
is no privilege, the document will be delivered to the appropriate
ial. This application must be disposed of without costs to either

152
Y.

~If the judge of the application cannot act or continue to act for any
son, other applications may be made to another judge.’>® Where a ques-
1 arises as to the course to be followed in connection with anything done
to be done and the Act does not give any direction, a judge may give
tions which, in his or her opinion, are most likely to afford solicitor-
privilege for proper purposes.'® Documents deposited with a custodi-
nnot be delivered to any person except in accordance with a judge’s
order or consent of the parties.’®® The documents may, however, be deliv-
tred to the custodian’s own officer or servant for the purpose of safeguard-

them.

wri;ten Tequest, a ;;olicitor-c]ient privilege on behalf of a named clien
ofﬁc&;r is (without Inspecting, examining, or making copies of the docum,
to seize the do_cument and any other documents in respect of wh

package. The package is then placed, after bein identifiec

‘ ] : g sealed and identified
_custt}c:d);1 of ‘tihe sheriff of tl}ﬁ district or county where the scizu;e Was 1
i:wyei. Mjm s of a custodian agreed upon in writing by-the officer a

Documents may only be seized a :
e _ nd placed into custody where a wa
rant authorizing seizure has been obtained. # 3 It

Aq officer who is about to inspect or examine rather than seize d
ments in the course of an on-site inspection or following a requir e
writing cannot inspect or examine them if the solicitor-client privi
cla}rr!e'd. Again the document is to be placed in a sealed package, ide
by initials, numbering or otherwise. However. the package or docﬁmeﬂi'
not have to be de!ivered into the hands of a sheriff or other custc
Rather, the lawyer is required to retain and preserve the package or
ment and produce it to be dealt with according to a judge’s order.'®

See page i for explanation of foomnates.

143
CCH §27,515; Sec. 232(2). 13 ‘
T ) N o e CCH 127519; Sec. 232(3.1).

115,165

[§15,180] Types of Documents to which Privilege Attaches

An illustration of the types of documents in which the solicitor-client
vilege attaches was provided by rulings made by the Manitoba Court of

See page li for explanation of footnotes.

Cappel, 92 DTC 6591. 151 CCH 127526; Sec. 232(5).
CCH 127,554; Sec. 232(12). 152 CCH 127,542; Sec. 232(9).
CCH §27562; Sec. 232(14) 153 GCH 427,538, Sec. 232(8).
CCH y27,558; Sec. 232(13). 154 COH 427,548, Sec. 232(10).
127524: Sec. 232(4), 155 0OH §27,550; Sec. 232(11).

115,180



1400 CANADIAN MASTER TAX GUIDE CH. XV — ADMIN, ENFORCEMENT, INTERPRETATION 1401

Queen’s Bench.'®® The following were the main documents seized

o e : golicitor-client privilege also extends to communications between the
Minister at a solicitor’s office and the rulings by the Court: 3 . 4

icter and the lawyers for the Department of Justice.

(1) Correspondence between the solicitor and another fippm
pertaining to the purchase of shares and to a dispute between the ;;
shares and the purchasers. The solicitor-client privilege applied,
spondence was in respect of obtaining and giving of counsel’s ;:;p-

[1115,185] Collection Agreements

45,190] Tax Collection Agreements with Provinces

Under the Federal-Provincial Fiscal Arrangements and the Federal Post-
ndary Education and Health Contributions Act, 1977, the Minister of
nce may make agreements with individual provinces respecting the
ction of provincial personal and corporate taxes by the federal authori-

ch agreements have been concluded with all provinces except Que-
in respect of its own personal and corporate income taxes, and Alberta,
spect of its own corporate income tax. Ontario previously collected its
corporate income tax, but for taxation years ending after December 31,
8, Ontaric’s corporate income tax will be collected by the federal

rnmert. L

o Winister is authorized to allocate the tax collected in accordance

ita cuch agreements and to disregard any directions made by a taxpayer as
\iocation of tax or the fact that no such direction was made. The taxpayer

ischarged from liability to pay tax only in accordance with such

(2) Bill of costs received by the solicitor from another fi
. . . er Irm

The privilege c}ld not apply. The document was a voucher ajlzd asoé
part of the solicitor's accounting records. '

(3) Correspondence between the solicitor's client co, nd
Jirm of solicitors (this firm was eventually replaced as counsnggﬁhz
respect of termination and holiday pay and union contracts. The
applied. “A communication or document once privileged is alws
leged.” The protection was not lost on change of solicitors.

. _(4) Letter from a client to the solicitor, only part of which
privileged matters. Where there is intermingling of privileged and nop
leged matengl, the. whole of the document is privileged. However
prf(:isent c%py1;11g 1{fl{cl:rllljtic:s it should be easy to block out the privi']qe‘
and provide the Minister with a copy of the non-privileged )
ordered by the Court. 3 PRk

_(5)_ Letter to the solicitor from other solicitors relating to corpor
ganization; copy of the letter was sent to the comptroller of a clien
The privilege applied. The sending of the copy to a responsible
not a communication to a third party, which would void the privila:

[115,195] Ownership Certificates
115,200] Obligation to Complete Ownership Certificates

. Banks and other encashing agents in Canada are obliged to obtain
ership certificates from the payee before cashing or negotiating:

; (6) Unexecuted agreement. Since the agreement was nct Signe
inference was that the solicitor’s advice was not taken. The document

the same category as a draft opinion and was privileged.
¥

(7) Memoranda from accountants pertaining 10 proposed ¢o
reorganization. It had to be concluded from the-evidznce that these:
ments were prepared at the request of the solicitoi’s clients for submissio {
for the solicitor’s advice. They were privileged. However, a letter fi
audltorg. to the client of the solicitor which volunteered some addi
suggestions on the reorganization was not a privileged document.

(a) bearer coupons or warrants representing either interest or dividends
payable by any debtor;

(b) cheques representing dividends or interest payable by a non-resi-
dent debtor on behalf of a resident of Canada; and

(¢) bearer coupons and warrants negotiated by or on behalf of non-

(8) Correspondence between a firm of solicitors and a trust c residents subject to tax on such coupons or warrants.

Written, allegedly, on behalf of the solicitor’s client, pertaining to an offer

made to minority shareholders. The documents were not privileged.  ownership certificates are to be delivered to the debtor or encashing

at the time of negotiation and the debtor or cashing agent must
ward the certificate to the Minister on or before the 15th day of the
nth immediately following the month in which the coupon, warrant, or
que was negotiated.'®

(9) Check list Jor closing the sale. The privilege applied. A doct
prepared by the solicitor for guidance was privileged.

See page Il for explanation of footnotes.

156
Sokolov, 68 DTC 5266, Playfair Devel
Ltd, 85 DTC 5155, 4 s

115,180

See page i for explanation of foonotes.
CCH §27,330; Sec. 228. 158 CCH 127,580, §27,588: Sec. 234; Reg. 207.

115,200
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[915,205] Penalty " widual is liable to a penalty of $100, unless, within 15 days of that
est, the individual has applied for a SIN and has provided the SIN to

A penalty of $50 f i i : {
y of $50 for each failure may be imposed on the caship bt other person within 15 days of its receipt.'™ See also §15,270.

for fgtiling to secure and file ownership certificates and the sante pe
applicable to the payee who fails to make out the certificate, and g :
the payee fails to deliver the certificate.!5 S

[1115,230] Tax Shelters
[115,210] Signing Officers
[1115,215] Authorized Person

Returns, certificates, or other documents prepared b
must be signed by the president, secretary, or trea?su:l?er of thg c?of;éf
by any other officer or person duly authorized by the Board of Diré
other governing body of the corporation.'®® Thus, the corporation is
respopsible for incorrect information reported on any return, and is
to a fine. For the liability of company officers, etc., see 15,128{).

t 5235] Identification Number Required

A promoter of a tax shelter must apply to the Minister for a shelter
ication number.'® The Minister will issue an identification number
tax shelter upon receipt of an application, providing prescribed infor-
on and an undertaking that books and records for the tax shelter be
in a place in Canada that is satisfactory to the Minister.'®® Effective
129, 2012, a tax shelter identification number will only be valid for the
endar vear identified in the application.'®® The prescribed information
des the name and address of the promoter, the location of the books
recoras of the tax shelter, the price per unit, and.the number of such
s nffercd for sale. All relevant documents with respect to the tax shelter,
« sales brochures, prospectuses, or offering memoranda are to be
ed to the application. As mentioned, the application must be accom-
by an undertaking by a person proposing to sell interests in the tax
ter to keep the books and records of the tax shelter in a satisfactory
e The CRA considers that a satisfactory place would be that person’s
nal place of business in Canada.

il
[115,220] Social Insurance Number (SIN)

[1115,225] Application for Assignment of SIN

Every individual (other than a trust) who was resident or emplo e
Canada at any time in a taxation year and who files an income tax -
under Part I must apply to the Minister of Human Resources Develo
for a SIN, unless that individual already has or has made an app]jcdti
such a number. The individual’s SIN must be supplied for all inform

; h. lter i make rea ble ef T
At e e Every promoter of a tax shelter is to make reasonable ¢ forts to ensure

all investors in the tax shelter are provided with the identification
nber, and must explain on every statement that the issuance of the
aber does not in any way confirm approval by the Minister of the tax
ter. The tax shelter identification number must be prominently displayed
n the right-hand corner of any statement of earnings, as well as on copies
f the information return.'®’

i

The application must be made on a prescribed form to the !oual—d
of the Canada Employment Insurance Commission not later than Fek
ry 1, by a taxpayer who is filing a return for the preceding year, or withir
glays after being requested to do so by a person requii=o to complete a
information return. ;

A person required to make an information return iri ind b

ual’s SIN must make a reasonable effort to obtain therzqtllrgl]::ag :ﬁ(ﬁe 15,240] Meaning of “Promoter” and “Tax Shelter"

knowingly use, communicate, or allow to be communicated, otherwise than A “promoter” is any person who, whether as a principal, agent, or
as required, the number without the individual’s written consent.'® iser, sells, issues, or promotes the sale, issuance, or acquisition of a tax
helter or accepts consideration for it. This definition will apply to all
ersons responsible for the sale of a tax shelter, as well as to the issuer itself.
cally, brokers, sales agents, and advisers, like lawyers and accountants,
l;le included. There will usually be more than one promoter for the same
shelter.'®®

A_ penalty of $100 for each failure is imposed on every individual
has f_‘alled to provide a SIN on a return of income, unless the individua
applied for the assignment of the SIN and had not received it at the time
return was filed. Where an individual fails to provide a SIN on reques
another person who requires that number for an information return

See page I for explanation of footnotes,

159 .
CCH 922857; Sec. 162(4). L gg;gngmsm; Sec. 237(1); Reg. 3800; Ir
160 ! s :
CCH §27,630; Sec, 236, 162 GCH 427,644, 127,687; Sec. 237(2), 2

115,205

See page i for explanation of foonotes,

H 122858, §22859; Sec. 162(5), 162(6). 166 gac, 237(4).
H 127,652: Sec. 237.1(2); Inf. Cir. 89-4. 167 ocH 127,655, Sec. 237.1(5).
CCH §27,653; Sec. 237.1(3); Inf. Cir. 89-4. 168 ooH 427,651: Sec. 237.1(1) “promoter”,

115,240



