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A 
ACCA, see under Capital cost allowance 
ACFRE, see under Foreign resource expense 
Assistance, 1-4 

B 
Backdating, 205 
Bitumen mine development project, 4-6 
Bitumen upgrading development project, 7-9 
Borrowed money (subsec. 21(2)) , 180 
Branch operation, 361-364 

C 
CCA, see Capital cost allowance 
CCDE, see under Canadian development expense 
CCEE, see under Canadian exploration expense 
CCOGPE, see under Canadian oil and gas property expense 
CDE, see Canadian development expense 
CEDOE, see Canadian exploration and development overhead 
expense 

CEE, see Canadian exploration expense 
CFRE, see under Foreign resource expense 
COGPE, see Canadian oil and gas property expense 
CRCE, see Canadian renewal and conservation expense 
CRP, see Canadian resource property 
Canadian development expense (CDE) 
cumulative (CCDE) , 13-19, 24-30  
defined, 10-13  
discussion of, 19-24  
overview/categories, 9-10  

Canadian exploration and development overhead expense (CEDOE) 
defined, 30-33 
overview, 30, 179 

Canadian exploration expense (CEE) 
application provisions, general, 57-60 
cumulative (CCEE), 33, 40-42, 61-65 
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C — Continued 
Canadian exploration expense (CEE) — Continued 
defined, 34-40 
mining activities, 50-54, 254-270 
oil and gas activities discussion, 44-50 
overview, 33-34 
para. 66.1(6)(g.2) transitional relief, 54-55 
para. 66.1(6)(g.3), (g.4) transitional relief, 56-57 
recharacterized, 60-61 
“specified purpose”, 40 
subsec. 66.1(6.2) deductible expense, 42-43 
subsec. 66.1(9) CDE for preceding years, 43-44 

Canadian oil and gas property expense (COGPE) 
cumulative (CCOGPE) , 67-71, 74-78 
defined, 66-67 
discussion, 71-74 
overview, 65-66 

Canadian renewable and conservation expense (CRCE) 
Class 43.1, 79-89, 342-343 
Class 43.2, 89, 340-341 
defined, 79, 337-340 
overview, 78-79 
“specified energy property”, 343-344 

Canadian resource property (CRP) 
background, 91-92  
freehold owner granting interest in, 92  
working interest, 92  

classification of, 92-94  
deemed disposition, 173  
defined, 90-91  
overview, 89-90  
proceeds of disposition, 171-172  
profit a prendre, 92  
real property, 97  
rental or royalty, 97-102  
delay rentals, 179  
gross overriding royalty (GORR), 98  
surface rentals, 179  

right, licence, or privilege, 94-97  
types of ownership and interests, 171  
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C — Continued 
Capital cost allowance (CCA), 180-184 
accelerated (ACCA), 184-187, 271 

Carve-out rules 
carved-out income, 298-299 
carved-out property, 299-302 
exclusions, 300-302 
inclusions, 299-300  

filing of returns, 302-303  
overview/history, 295-298  
payment of tax, 303  

“Certified property”, 195 
Class 43.1, 79-89, 342-343 
Class 43.2, 89, 340-341 
Closing time versus effective time, 202-205 
Completion 
defined, 103-105  
overview, 102-103  

Contracts 
backdating, 205 
effective time versus closing time, 202-205 
“equitable conversion” doctrine, 211-212 
legally enforceable, criteria for, 199-200 
letter of intent, 200 
memorandum of understanding, 201-202 
“relation back” doctrine, 210 
retrospective dating, 205-210 
term sheet, 201 

Crown royalties and mining taxes, 177-178 
Cumulative Canadian development expense (CCDE), see under 
Canadian development expense 

D 
Definitions, glossary of terms, 375-389 
Designated asset, 105-107 

E 
Effective time versus closing time, 202-205 
Eligible oil sands mine development expense, 108-111 
“Equitable conversion” doctrine, 211-212 
Expense or outlay, see Outlay or expense 
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F 
FRE, see Foreign resource expense 
Farm-outs 
oil sands, 218-219 
overview, 213-215 
tax consequences of, 215-218 
“simple farm-out transaction”, 216  
“typical farm-out transaction”, 216  
“unproven resource property”, 215-216  

Flow-through shares 
adjustment mechanism for excess renunciations, 288-289 
agreement on issuance of flow-through shares, 278-279 
defined, 273-274 
“eligible CCE”, 286-287 
investment tax credits, 289-291 
late filing of prescribed forms, 292-293 
overview, 273 
partnership investments in, 291-292 
principal business corporation, 279 
renunciation, 279 -284 
Part XII.6 tax, 285-286 
retroactive (look back rule), 284-285  

restrictions on flow-through shares, 274-276  
stacking arrangements, 287-288  

Foreign affiliate dumping rules, 365-369 
Foreign exploration and development, 345-355 
Foreign oil and gas production taxes, 173-175, 353-355 
Foreign resource expense (FRE) 
cumulative (CFRE), 115-118, 126, 128-132, 347-348 
adjusted (ACFRE), 118, 126, 348-350  

defined, 113-115, 346-347  
discussion, 123-124  
eligible and excluded expenditures, 124-125  
“foreign resource income”, 120-121, 127-128  
“foreign resource loss”, 121, 127-128  
“foreign resource property”, 118-120  
“global foreign resource limit”, 121-122  
overview, 112-113  
“production tax amount”, 122-123  

“Foreign resource income”, 120-121, 127-128 
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F — Continued 
“Foreign resource loss”, 121, 127-128 
Foreign resource property 
defined, 118-120 
“foreign resource income”, 120-121, 127-128 
“foreign resource loss”, 121, 127-128 
proceeds of disposition of, 172 

Foreign tax credits, 350-353 
other foreign oil and gas levies, 353-355 

G 
Gas or oil well equipment, 133-135 
“Global foreign resource limit”, 121-122 
Glossary of terms, 375-389 

I 
ITC, see Investment tax credits 
Investment tax credits (ITC), 187-194, 196-197 
defined, 188-189 
flow-through mining expenditures, 289-291 
pre-production mining expenditures, 197-198 
qualified property, 189-194 

J 
Joint venture 
criteria to determine existence of, 247-251 
different from partnership, 248-251 
legal nature of, 246-251 
tax considerations, 251-252 

L 
Letter of intent, 200 

M 
Memorandum of understanding, 201-202 
Mineral and mineral resource 
“bituminous sands”, 137-138 
“mineral”, 136 
“mineral resource”, 136-137 
overview, 135-136 

Mining expenditures, pre-production, 197-198 
Mining exploration and development and CDE, 270-271 
Mining exploration and development and CEE, 50-54, 254-270 
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M — Continued 
Mining exploration and development and CEE — Continued 
CEE versus CDE, recent changes, 259-261 
feasibility studies, 262-264 
mine comes into “production in reasonable commercial 
quantities”, 264 

“mine”, “new mine”, “mineral resource” jurisprudence, 265-268 
preliminary sampling, 259 
prospecting, 258 
purpose test, 255-258, 261 
overview, 253-254 

N 
Non-resident investors in resource sector, 357-369 
branch operation, 361-364 
Canadian corporation, use of, 357-360 
foreign affiliate dumping rules, 365-369 
section 116 considerations, 364-365 

O 
Oil or gas well 
activities, 44-50 
defined, 138 
discussion, 138-140 

Oil sands farm-outs, 218-219 
Oil sands mine development project 
defined, 141-142 
overview, 141 

Oil sands projects, 5-9, 7-9 
Oil well equipment, see Gas or oil well equipment 
Outlay or expense 
discussion, 112  
“expense”, 111  
“outlay”, 112  
overview, 111  

P 
Partnership 
adjusted cost base of interest in, 236-239 
allocation of income and losses, 239-245 
assets of partner used in, 231-233 
deductibility of expenses incurred by partner, 233-236 
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P — Continued 
Partnership — Continued 
flow-through shares, investments in, 291-292 
legal nature of, 221-225 
not a person (scheme of Act), 227-228 
partners carrying on business of, 225-227 
resource income and expenses of, 229-230 
source of income, 231 
validity of, 221-225 

Preliminary work activity 
defined, 143-145 
overview, 143 
sampling, 259 

Pre-production mining expenditures, 197-198 
Principal-business corporation 
defined, 145-146 
discussion, 146-150 
flow-through shares, 279 
overview, 145 

Production, income from 
“production” defined, 169 
“production in reasonable commercial quantities”, 264 

Production tax amount, 122-123, 353-355 
Profit a prendre, 92 
Prospecting, 258 
Purpose test, 255-258, 261 

Q 
Qualified property, 189-194 
Qualifying environmental trusts, 371-373 
defined, 151, 153-154 
“excluded trust”, 151 
overview, 150 
“prohibited investment”, 152-153 
“QET income tax rate”, 153 
“qualifying contract”, 153 
“qualifying law”, 154 
“qualifying site”, 154 

R 
Recharacterized CEE, 60-61 
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R — Continued 
“Relation back” doctrine, 210 
Rental or royalty, 97-102 
crown royalties and mining taxes, 177-178 
gross overriding royalty (GORR), 98 
surface rentals, 179 

Renunciation, flow-through shares, 279-284 
excess, 288-289 
look back rule, 284-285 
Part XII.6 tax, 285-286 

Resource income, see Production, income from 
Resource tax, deductions, 178-179 
Retrospective dating, 205-210 
Rollover of resource properties, 327-335 
non-share considerations, 332 
paid-up capital, 332-335 

Royalty, see Rental or royalty 

S 
SRED, see Scientific research and experimental development 
Scientific research and experimental development (SRED) 
qualified expenditures, 195-197 
tax credit, 195 

Section 116 considerations, 364-365 
Specified energy property 
defined, 155-159 
discussion, 159-160, 343-344 
overview, 155 

Specified oil sands mine development expense 
defined, 161-163 
overview, 160-161 

Specified oil sands mine development project 
defined, 164-166 
overview, 163 

Stacking arrangements, 287-288 
Successor corporation rules, 173, 305-325 
acquisition of control, 316-318 
examples of sales, 321-325 
original owner, 309 
overview and application, 305-309 
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S — Continued  
Successor corporation rules — Continued  
predecessor owner, 311-312  
sale by, 320-321  

qualifying transactions, 312-316  
relieving provisions, 318-320  
successor owner, 309-311  

T 
TCP, see Taxable Canadian property 
Taxable Canadian property (TCP)  
defined, 166-168  
discussion, 168  
overview, 166  

Term sheet, 201  
Terms, glossary of, 375-389  

U 
Unproven resource property, 215-216  
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