INDEX

A
AMT, see Alternative Minimum tax

ASPE, see Accounting standards for
private enterprises (ASPE)

Accounting period, 1.6(d)

Accounting principles, see Generally
accepted accounting principles
(GAAP)

Accounting standards for private
enterprises (ASPE), 6.1(a), 6.4(c)

Accrual method, see Generally
accepted accounting principles
(GAAP)

“Accurate picture of profit”
requirement, see Profit

Active business income

* CCPs earning, 14.3(d)

e small business deduction, see Small
business deduction

Adjusted cost base

e defined, 10.4(a)(ii)

* partnership, 14.4(d)

* stock options, 5.7(c)(iii)

Administration of income tax, see
specific topics

Administrative publications

 advance rulings, 1.3(h)(ii)

e general, 1.3(h)

¢ income tax folios, 1.3(h)

e information circulars, 1.3(h)

* interpretation bulletins, 1.3(h)(i)

Advance tax rulings, 1.3(h)(ii),
15.13(d)(iv)

Adventure in the nature of trade,
see also Capital gains, Investment
income, Trade

e defined, 6.2(d), 10.2(c)

* intention

e » on acquisition, 10.2(C)(i)

e o secondary intention, 10.2(c)(iii)

e isolated transaction, 10.2(c)(i)

Alimony and maintenance, 11.8

e allowance, 11.8(a)
 deduction-inclusion system, 11.8(b)
e definitions, 11.8(a)

* periodic payments, 11.8(a)

* policy objectives, 11.8(c)

* support amount, 11.8(a)

e Thibaudeau decision, 11.8(c)

e third party payments, 11.8(a)

Allowable business investment loss,
see Losses

Allowable capital loss, see Losses
Allowances, see Employment income

Alternative minimum tax (AMT),
1.5(d)(iv), 12.6

e computation of, 12.6(b)
e rationale, 12.6(a)

Amortization, see Generally accepted
accounting principles (GAAP)

Annuity, 11.6(a)
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Anti-avoidance, see Avoidance,
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General anti-avoidance rule (GAAR)

Appeal, see Assessment, Compliance

Arm’s length

e defined, 10.4(c)(ii)
Assessment

e appeal, 15.4(b)

e » burden of proof, 15.4(c)

e examination by CRA, 15.3(b)
e notice of assessment, 15.3(a)
e reassessment, 15.3(d)

e self-assessment, 1.6(f)(ii)

e settlement, 15.4(d)

Assets, see also Generally accepted

accounting principles (GAAP)

Attribution rules

e anti-avoidance, 13.2(a)(iii)

e assignment of income, 13.4(c)

* capital gains, 13.3(c)

 corporations, 13.3(c)

* exemptions

* « fair market transactions,
13.3(a)(iv)

e o family corporation, 13.8

e « lifetime capital gains, 13.3(c)

e+ Joan, 13.4(d)

* « small business corporation,
13.3(e)

* family corporation, 14.2(b)
e family trust, 14.5(b)

e farming property, 13.3(c)

» general, 13.3(a)

o gift, 13.3(a)(iii)

e income assignment, 13.4(c)
e income diversion, 13.4(a)

* indirect payments (income
diversion), 13.4(b)

indirect transfer, 13.3(a)(iii)
interest-free loan, 13.4(d)

loan, 13.3(a), (b)

loans to minors and spouses,
13.3(a)(ii), 13.3(b)

loans to non-arm’s length persons,
13.3(d)

low-interest loan, 13.3(d)
minors, 13.3(a)(ii)
purpose, 13.3(a)

sale, 13.3(a)(iii)

separation and divorce, see
exemptions

settlor of trust, 14.5(f)

* split income, 13.5

spousal RRSPs, see Registered
Retirement Savings Plans (RRSPs)

spouses, 13.3(a)(ii)

substituted property, 13.3(a)(iv)
tax “fictions”, 13.3(a)(i)
transfers, 13.3(a)(iii), 13.3(b)
trusts, 13.3(d)

Audit, see Tax returns

Automobiles

commuting expenses, see Expenses

employer-provided, see Employment
income

Average rates, see Tax rates

Avoidance
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abusive avoidance, see General
anti-avoidance rule (GAAR)

anti-avoidance karate, 17.1(c)(v)
anti-avoidance rules, 1.4(b), 17.2
arbitrage, 17.1(c)(iv)

attribution rules, see Attribution
rules

bad avoidance distinguished,
17.1(b)(ii)



INDEX

Avoidance (cont’d)

business purpose, 17.5(b)(iii)
defined, 17.1

economic substance, 16.4(4)(ii)
ethics, see Ethics

evasion

e criminal prosecution, 15.5(b)

» distinguished from avoidance,
17.1

form over substance, 17.3(b)
e sham, 16.4(e)

general anti-avoidance rule, see
General anti-avoidance rule (GAAR)

goals of, 17.1(c)(i)
e deferral, 17.1(c)(i)

e re-characterization of transactions,
17.1(c)()

e shifting income, 17.1(c)(i)

interpretation of statutes, see
statutory interpretation

judicial approach

e Duke of Westminster case,
1.4(d)(v), 17.1(a)

e form and substance, see form and
substance

e role of the court, 17.4(a)

e statutory interpretation, see
Statutory interpretation

lawyer’s role, see Lawyer
legality, 17.1(c)
minimization, 17.1(c)

misuse and abuse, see General anti-
avoidance rule (GAAR)

moral and tax policy implications,
17.1(d)

non-tax purpose, see General anti-
avoidance rule (GAAR)

policy reasons to prevent, 17.1(e)
sham, 16.4(e)

* specific anti-avoidance rules
(SAARs), 17.2(c)

history, 17.2(a)

relationship with GAAR,
17.2(c)(ii)

targeted transactions, 17.2(b)
technical design, 17.2(c)(i)
 tax efficient structures, 17.1(c)(iii)

* tax planning, 17.1(c)
e tax relief, 17.1(c)(ii)
e tax shelters, 17.1(c)(iv)

* taxpayer’s right to tax planning,
1.4(d)(v), 17.1(a)

e undue tax avoidance, 17.1(b)(ii)
e vs. evasion, 17.1(b)(i)

Balance sheet, see also Generally
accepted accounting principles
(GAAP)

Basic personal credit, see Credits

Beneficiary of trust, see also Trusts
* capital beneficiary, 14.5(e)(ii)

* income beneficiary, 14.5(e)(ii)

* income taxed to beneficiary

e o capital gains, 14.5(e)(ii)
dividends, 14.5(e)(i)

fiscal conduit provisions,
14.5(d)(\ii)

flow-through character of,
14.5(e)(1)

foreign source income, 14.5(e)(i)

income paid or payable in year,
14.5(d)(i1)

preferred beneficiary election,
14.5(d)(i1)

e rollovers, see Rollovers

* spouse trust, see Trusts
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Beneficiary of trust (cont’d)
* tax free payments to, 17.6(e)

Benefits, see Employment income
Business, see Business income

Business expenses, see Business
income, Expenses

Business income, see also
Deductions, Expenses, Profit

e accounting methods, see Generally
accepted accounting principles
(GAAP)

e accrual method, 6.5(c)(ii), 7.3(e)
e active, see Active business income
e advance payments, 7.4(b)

e adventure in the nature of trade, see
Adventure in the nature of trade

e amounts received in cash, 7.3(c)(ii)

* automobile expenses, see commuting
expenses

* capital expenditures, see Capital
expenditures

* capital gains distinguished, 7.2(a)(i)
e capital receipt, 7.2(a)(i)
 cash method, 6.5(c)(i)

* child care expenses, 8.4(a)(iii),
11.10

e commuting expenses, 8.4(a)(iv)
e damages, see Damage
* deductions, see Expenses

 deferred profit sharing plans, see
Deferred profit sharing plans
(DPSPs)

¢ definition

e « ordinary meaning, 6.2(a)
e » organized activity, 6.2(b)
e o statutory, 6.2(a)

e dividend, see Dividends
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employment compared, 5.1(a), (d),
5.8(b), 6.2(c)(v)

entertainment expenses, 8.5(b)
fines, 8.5(d)(ii)

food and beverages, 8.5(a)
gambling, 4.4(c)

generally accepted accounting
principles, see Generally accepted
accounting principles (GAAP)

hobbies, 6.6(a)(i)

hobby farmer, 6.6(c)

holdbacks, 7.3(d)(ii)

home office expenses, 8.5(c)
housekeeping expenses, 8.4(a)(iii)
illegal business, 8.5(d)(i)
inclusion rules, 7.1

interest expense, see Interest

interest income, 7.8, see also
Interest

inventory, see Inventory

loss for the year, 6.6

e amount of loss, 6.6(b)

e farm losses, 6.6(c)

e source loss, 6.6(b)

e« hobby activities, 6.6(a)(i)

e« personal activities, 6.6(a)(i)

e o tax shelter investments,
6.6(a)(ii)

mark-to-market rules, 7.9

minors, see Minors

partnerships, see Partnerships

penalties, 8.5(a)

personal endeavours distinguished,

6.2(c)(iii)

prepaid expenses, 8.7(e)

professional services, 7.5(b)

profit, see Profit

property income compared
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Business income (cont’d)
e o (ifferential tax treatments, 6.3(b)

e+ Jevel of activity, 6.3(b)(ii)

e pursuit of profit, 6.2(c)

* « personal endeavours, 6.2(c)(iii)

e o raison d’étre of business, 6.2(c)(i)

* « reasonable expectation of profit,
6.2(c)(ii)

e o risk of loss, 6.2(c)(iv)
* realization principle, 7.3(b)

* reasonable expectation of profit,
6.2(c)(ii)

* reasonable expenses, 8.6
e receivable, 7.3(c), (d)

 registered pension plans, see
Registered Pension Plans (RPPs)

e rents and royalties, 7.7

* repairs, see Capital expenditures
e reserves, see Reserves

e revenue vs. capital, 7.2(a)

* running expenses, 8.2(b)

* sale of property, 7.4

e section 9, 6.1

e o history, 6.1(b)

e ¢ pivotal provision, 6.1(a)

e o purpose, 6.1(c)

e services, 7.5

e « modified accrual method, 7.5(b)
e o professional, 7.5(b)

e ¢ receivable, 7.5(b)

e ¢ reordered, 7.5(a)

¢ small business deduction, see Small
business deduction

* timing of recognition, 7.3

* work in progress, 7.5(b)

Business investment loss, see Losses

(o
CCA, see Capital cost allowance

CCPC, see Canadian-controlled
private corporations

CLB, see Canada Learning Bond
CPP, see Canada Pension Plan (CPP)
CRA, see Canada Revenue Agency

Canada Learning Bond (CLB),
12.5(a)

Canada Pension Plan (CPP), 11.2,
14.5

Canada Revenue Agency (CRA),
1.6(H)(1), 15.1, 16.3(d)(iii)

Canadian-controlled private
corporations (CCPCs)

e active business income, see Active
business income

* capital gains, see Capital gains
e control, 14.3(b)

e defined, 14.3(b)

e fiscal unity, 14.3(c)

* integration, see Integration

e investment income, see Investment
income

* small business deduction, see Small
business deduction

Capital cost allowance (CCA), see
also Depreciable property

* capital cost

e defined, 9.3(c)

e classes, 9.1(a)

¢ defined, 9.3(a)

* depreciable property defined, 9.3(a)

 depreciation compared, 9.3(a)

* half-year rule, 9.3(g)(iii)

* intangibles, 9.4

e limitations on deductions, 9.3(h)
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Capital cost allowance (CCA) (cont’d)

leasing property, 9.3(h)(ii)
e « rental properties, 9.3(h)(i)

e overview, 9.3(a)

e rates, 9.3(b)

 stop-loss rules, see Stop-loss rules

 undepreciated capital cost (UCC),
9.3(d)
class concept, 9.1(a)

cumulative account, 9.3(d)
defined, 9.3(d)

Capital expenditures, see also
Expenses, Depreciable property

e accounting decline in value,
determination of

declining balance method, 9.3(a)
e s general, 9.3
* acquisition cost of assets, 9.3(c)

 capital cost allowance, see Capital
cost allowance

e classification, 9.3(b)

e corporate takeovers, 9.2(a)

* current expenses compared, 9.1
e deduction of, 9.1

e defined, 9.2

* depreciable properties, 9.3(b)

* eligible capital expenditures, see
Eligible capital expenditures

* enduring benefit test, 9.2(a)

e goodwill, 9.2(d)

* intangible assets, see Eligible
capital expenditures

e land, 9.1, 9.2(a)

* legislative scheme, 9.1

policy and rationale, 9.1(b)
e o technical design, 9.1(a)
* nothings, 9.4

 repair of tangible assets, 9.2(c)
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timing, 9.3(g)
» capital vs current, 9.1
e tax deferral, 9.1

Capital gains

adjusted cost base, 10.4(a)(ii)

adventure in the nature of trade, see
Adventure in the nature of trade

attribution of, 13.3(c)
beneficiaries, paid to, 14.5(a)(ii)
business income distinguished,
6.3(b)(ii)

Canadian-controlled private
corporations, 14.3(b)

capital gains exemption, see Capital
gains exemption

capital property, 10.2(a)

Carter Commission, 4.2(c)(ii),
10.1(a)

e change of use, 10.3(d)(iii)

e deemed disposition, 10.3(d)(iii)
e clection, 10.3(d)(iii)

e partial change, 10.3(d)(iii)
computation of, 10.4(a)

e proceeds due in future year,
10.4(b)

e proceeds due within year, 10.4(b)

* reserve for deferral payments,
10.4(b)

deemed disposition, 10.3(d)

* becoming a non-resident, see
Departure tax

* change of use, see change of use

* crystalization of gains losses,
10.3(d)(iv)

e death, 10.3(d)(vi)

e deemed fair market value,
10.3(c)(ii)

o gifts, 10.3(d)(vi)

e purpose, 10.3(d)



Capital gains (cont’d)
e o (rusts, see Trusts

defined, 10.2(a)
. departure tax, see Departure tax

 depreciable property, 9.3(b)

* disposition

death, 10.3(d)(vi)

deemed, see deemed disposition
defined, 10.3(b)
involuntary, 9.3(g)(ii)
proceeds of, 9.3(e), 10.4(a)
realization principle, 10.3(a)
timing, 10.3(c)

 foreign exchange, 11.2(d)

o gift, 4.4(b)(iii)

* hedges, 10.2(e)

e income compared, 10.2

* inter vivos gift, 10.3(d)(vi)

* inventory, 10.2(a)

* legislative scheme, 10.1
e« purpose and rationale, 10.1(c)
technical design, 10.1(b)

¢ lifetime exemption, 10.5(b)(i)

e listed personal property, 10.4(e)
e loss, see Losses

 partnerships, 14.4(c). 14.4(d)
 personal use property, 10.4(c)(i)

* principal residence exemption, see
Principal residence exemption

» proceeds of disposition, 10.4(a)(i)
* property income compared, 6.2(e)
e real estate, 10.4(d)(iv)

 reserve for deferred payments,
10.4(b)

e rollovers, see Rollovers
e securities, 10.2(f)

INDEX

e (Canadian securities election,
10.2(f)

e common law principles, 10.2(f)
taxable capital gain, 10.5

trade, see Trade

trusts earning, see Trusts

Capital gains exemption

lifetime exemption, 10.5(b)(1)

principal residence exemption, see
Principal residence

qualified farm property, 10.5(b)(i)

qualified small business corporation
shares, 10.5(b)(i)

Capital losses, see Losses

Capital property, see Capital gains

Carter Commission and tax reform,

1971, 2.2(¢c)
ability to pay, 2.4(b)(ii)

capital expenditures, distinction of,
8.2(a)

capital gains, 2.2(c), 4.2(c)(ii),
10.1(a)

comprehensive tax base, 3.1(b),
4.2(c)(1)

dividends, 2.2(c)

equity, 2.4(b)(ii)

gifts and inheritances, 2.2(c), 4.4(b)
Haig-Simons, 4.2(b), 10.1(a)
indexing, see Indexing
integration, 2.4(b)(ii)
neutrality, 2.4(c)

Report, 2.2(c)

tax base, 2.2(c), 4.2(c)(i)

tax rates, 2.5(d)

windfalls, 4.4(c)

Case law, see Tax cases
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Charitable donations
¢ charitable donations credit, 12.5(¢e)
 corporations, 15.9(d)

Child, see also Minor

* alimony and maintenance, see
Alimony and maintenance

e attribution of income, see
Attribution rules

e Canada child tax benefit, see
Credits

* support, see Alimony and
maintenance

Child care expenses, 8.4(a)(iii), 11.10
e deduction, 11.10(a)

* policy objectives, 11.10(b)

Civil penalties, see Compliance
Collection procedure, see Compliance
Common-law partner, see Spouse
Commuting expenses, see Expenses

Compliance

e appeal, 15.4(b)

e assessment, see Assessment

* audit, 15.3(b)

e avoidance, see Avoidance

* burden of proof, 15.5(c)
 confidentiality, 15.5(e)
 criminal prosecutions, 15.5(b)
e investigatory powers, 15.5(b)
e » prosecution, 15.5(b)

e ¢ tax evasion, 15.5(a)

o e-file, 15.2

e examination, 15.3(b)

e instalments, 15.2(b)

e litigation and advocacy, 15.8(f)
e Netfile, 15.2

* objection, 15.4(a)

e penalties, civil, 15.5(a)

e reassessment, see Assessment

e rectification, 15.4(f)

e remission order, 15.4(e)

e returns, see Tax returns

* ruling, see Advanced tax ruling

* self-assessment system, 1.6(f)(ii),
15.1(b)

e settlement, 15.4(d)
* tax disputes, 1.6(f)(iii), 15.4
e tax treaties, see Tax treaties

* voluntary compliance, 1.6(f)(ii),
15.1(b)

» withholding of tax at source, see
Withholding tax

Concessions, see Tax expenditures

Confidentiality, see Compliance

Consumer price index, see Indexing

Contract of service vs. contract for
services, 5.2(b)

e relevant tests, 5.2(b), (c), (d)

* tax consequences of distinction,
5.2(a)

Control

* acquisition of control, see Losses

» Canadian-controlled private
corporations, see Canadian-
controlled private corporations

 residence of corporations, relevance
to, see Residence

Corporate distributions, see
Corporations, Dividends

Corporations

» abatement, see provincial abatement

* acquisition of control, see Losses

e associated, see Active business
income
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Corporations (cont’d)

attribution rules, 13.3(e)

Canadian-controlled private
corporations, see Canadian-
controlled private corporation
(CCPCs)

charitable donations, 15.9(d)
deductions, see Business income
dividends, see Dividends
family, 14.2(b)

fiscal period, 6.5(a)
incorporation, 17.1(c)(iii)
integration, see Integration

inter-corporate dividends, see
Dividends

legal person, 14.3(a)
limited liability, 14.3(a)

manufacturing and processing credit,
16.3(b)(i)

private, see Private corporations
provincial abatement, 15.5(b)(v)
provincial taxes, 12.7

public, 14.3(a)

refundable tax on investment
income, see Investment income

residence

e common law test, 3.3(a)

e statutory rules, 3.3(b)

tax rates

e federal tax, 14.3(b)

e standard corporate rate, 14.3(b)
tax returns, filing of, 15.2
taxable income, 14.2(a)

taxation year, 1.5(d), 6.5(a)(i)

transfers of property (rollovers),
9.3(c), 10.4(c)(iv)

COVID-19-related payments, 11.7(d)

Credits, 1.6(e)(ii), 12.5

basic credit, 12.5(c)

Canada child benefit, 12.5(h)(iv)
Canada workers benefit, 12.5(h)(iii)
caregiver credit, 12.5(b)
charitable gifts credit, 12.5(c)
child tax benefit, 12.5(h)(iv)
defined, 12.5(a)

dependants over 17, 12.5(b)
disability, 12.5(b)

dividend tax credit, 12.5(f)(ii)
education credit, 12.5(d)

Employment Insurance premiums,
12.5(b)

equivalent-to-spouse credit, 12.5(b)
first-time home buyers’, 12.5(g)
foreign tax credit, 12.5(f)(iii)
GST/HST tax credit, 12.5(h)(i)

interest on student loan credit,
12.5(d)

manufacturing and processing credit,
16.3(b)(1)

medical expenses, 12.5(f)(i)
non-refundable credits, 4.2(a)(i)
personal credits, 12.5(c)

public transit, 12.5(g)

refundable credits, 12.5(h)
refundable medical expense credit,
12.5(h)(i1)

small business deduction, see Small
business deduction

spouse/common-law partner credit,
12.5(c)

student loan, 12.5(d)
technical design, 12.5(b)
textbook, 12.5(d)
transfer of, 12.5(d)
tuition, 12.5(d)
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Credits (cont’d)
* volunteer firefighter, 12.5(g)

Current expenses, see Business
income, Capital expenditures

D

Damages and settlements

e deductibility, 8.5(d)(iii)

e personal injury, 4.4(d)(ii)

* punitive damages, 4.4(d)(iii)

e surrogatum principle, 4.4(d)(i)
Death

¢ death benefits, 11.5(b)

e deemed dispositions, 10.3(d)(vi)
e RRIFs, 11.3(d)(vi)

e RRSPs, 11.3(d)(vi)

* spousal trusts, deemed disposition
on spouse’s death, 14.5(b)

e transfers to spouse, 10.4(c)(iv)(A)
e transfers to trust, 14.5(b)

Deductions

* alimony and maintenance, see
Alimony and maintenance

e business, see Business income

* capital expenditures, see Capital
expenditures

e child care, see Child care expenses
e commuting expense, 5.8(b)

* credits compared, see Credits

* deductibility, 5.8

e Division C, 12.3(a)

e dual-purpose expenses, see Expenses

e employment, see Employment
income

* employment versus business, see
Employment income

* fines, penalties and illegal payments,
8.5(d)

e general principals, 8.1

e ¢ accurate picture of profit,
8.1(b)(ii)

e o certainty, 8.1(b)(i)
e« controlling abuse, 8.1(b)(ii)
* home office, see Home office

* income-earning expenses, see
Expenses

e interest, see Interest
* lifetime capital gains, 10.5(b)(i)
e losses, see Losses

* moving expenses, see Moving
expenses

* objection or appeal of expenses, see
Compliance

 personal expenses, see Expenses
» property, see Property income
* public policy, 8.1(b)(1)

* reasonable requirement, 8.6, see
also Expenses, reasonable

 registered retirement savings plan
contributions, see Registered
Retirement Savings Plans (RRSPs)

e reserves, see Reserves

e small business, 14.3(c)(i)

* social assistance payments, 111.7(c)
e subdivision e, 12.2(¢c)

* timing of, 8.7

e » contingent liability, 8.7(c)

e « importance of, 8.7(a)

e o reserves, 8.7(d)

e ¢ when incurred, 8.7(b)

Deferral, see also Generally accepted

accounting principles (GAAP) and
Postponement of tax

e concept, 17.1(c)(i)

Deferral of tax, see Postponement of
tax
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Deferred income plans

deferred profit sharing plans, see
Deferred profit sharing plans
(DPSPs)

pension income, see Registered
Pension Plans (RPPs)

registered educational savings plans,

see Registered Education Savings
Plans (RESPs)

registered pension plans, see
Registered Pension Plans (RPPs)

registered retirement income funds,
see Registered Retirement Income
Funds (RRIFs)

registered retirement savings plans,
see Registered Retirement Savings
Plans (RRSPs)

Deferred profit sharing plans

(DPSPs), 11.3(c)(ii)
direct transfers, 11.4(e)

employer contributions deductible,
11.3(d)(ii)

employer contributions not taxable
benefit, 11.3(d)(ii)

tax deferred investment income,
11.3(d)(ii)

Department of Finance, 1.3(a)(ii)

Department of Justice, 1.6(f)(iii),

15.5(a), (b)

Departure tax, 3.5(b), 10.3(d)(v)

Depreciable property

acquisition and available for use,
9.3(2)

adjusted cost base, 10.4(a)(ii)
capital cost

e apportionment, 9.4(d)(ii)

e defined, 10.4(a)(ii)

* timing, 9.3(g)

capital cost allowance, see Capital
cost allowance

capital gains, see Capital gains
defined, 9.3(b)
depreciation

e compared to capital cost
allowance, 9.3(b)

e declining-balance method, 9.3(a)
half-year rule, 9.3(g)(iii)
intangibles excluded, 9.4
land excluded, 9.4
proceeds of disposition

e defined, 9.3(e)

e timing, 9.3(e), 9.3(g)(ii)
recapture, 9.3(f)
retirement of, 9.3(f)
terminal loss, 9.3(f)
timing rules, 9.3(g)

undepreciated capital cost (UCC),
9.3(d)

e class concept, 9.3(d)
e cumulative account, 9.3(d)
e defined, 9.3(d)

Disability credit, see Credits

Discounts

defined, 7.8(d)

Disposition, see Capital gains

Disputes, see Tax disputes
Dividends
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Canadian-controlled private
corporations, 14.3(c)(ii)

cash basis, 7.3
defined, 7.6

dividend tax credit, see gross-up
and credit

eligible dividends, 14.3(c)(ii)
gross-up and credit, 14.3(c)(ii)
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Dividends (cont’d)
e income from property, 7.6

integration, see Integration

inter-corporate, 14.3(c)(v)
Part IV tax, 14.3(c)(v)
refundable dividend tax on hand,

14.3(c)(v)

Dual residence, see Residence

E

Education credit, see Credits

E-file, 15.1

Eligible capital expenditures

amortization of intangibles, 9.4

amount of deduction, 9.4
defined, 9.4
goodwill, 9.4

protection of intangible assets,
9.2(c)

transfer to Class, 14.1, 9.4

Employment expenses, see
Employment income, Expenses

Employment income

¢ allowances

defined, 5.6(b)
inclusion, 5.6(a)
reimbursements compared, 5.6(b)

benefits, 5.5

allowances, 5.6(b)
automobiles, 5.6(c)

board and lodging, 5.5(a)
business trip expenses, 5.5(b)
convertible to money, 5.5(b)

deferred profit sharing plan
contributions, see Deferred profit
sharing plans (DPSPs)

definition, 5.5(b)
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convertible into money, 5.5(b)
economic advantage, 5.5(b)
material acquisition, 5.5(b)
economic advantage, 5.5(b)
exclusions, non-taxable amounts,
5.6(b)
fringe, 5.6

housing costs, 5.6(e), see also
Moving expenses

inclusions, 5.5(a)
“benefit” defined, 5.5(b)
reasons for, 5.5(b)

loans, 5.6(d)

private health insurance services
plan, 4.6(c)

“received” or “enjoyed”, 5.5(c)

registered pension plan, see
Registered Pension Plans (RPPs)

reimbursements, 5.6(b)
relationship to employment, 5.5(c)

relocation costs, see Moving
expenses

stock options, see Stock options,
employee
subsidized meals, 5.5(b)
travel expenses, 5.8(b)
tuition, 5.5(d)
uniforms, 5.8(b)
valuation of
apportionment, 5.5(d)
cost to employer, 5.5(d)
fair market value, 5.5(d)

business income compared to,
5.1(a), 5.8(b)

contract of services vs. contract for

services, 5.2(a)

control test, 5.2(c)

deductions, see also Deductions,
Expenses



Employment income (cont’d)

assistants, 5.8(b)

automobile expenses, 5.6(c),
5.8(b)

commissioned employees, 5.8(b)
general, 5.8
home office expenses, 5.8(b)

legal expenses to collect wages,
5.8(b)

loss from employment, 5.8(c)
meal expenses, 5.8(b)

professional membership dues,
5.8(b)

registered pension plan
contributions, see Registered
Pension Plans (RPPs)

registered retirement savings plan
contributions, see Registered
Retirement Savings Plans
(RRSPs)

rent, 5.8(b)

supplies, 5.8(b)

travel expenses, 5.8(b)
union dues, 5.8(b)

defined, 5.2(a), 5.2(b), 5.2(c)

employee stock options, see Stock
options, employee

incorporated employees, 5.2(a)

legislative scheme, 5.1

history, 5.1(b)
purpose and rationale, 5.1(c)
technical design, 5.1(a)

loss from, 5.8(c)

loss of employment, compensation
for, 5.4(b), see also Retiring
allowance

moving expenses, see Moving
expenses

office

business compared, 5.1(a), 5.8(b)
defined, 5.2(a)

employment compared, 5.1(a),
5.8(b)

reimbursement of expenses, 5.5(b)

relocation costs, see Moving
expenses

salary and wages, 5.4

tests to determine

contract “of” or “for” services,
5.2(c), 5.2(e)

control, 5.2(c)
form of contract, 5.2(e)

worker’s own account, 5.2(d)

timing, 5.3

cash method, 5.3(a)
meaning of receipt, 5.3(b)

Employment insurance, 11.7(b), 14.5

Enforcement, see Compliance

Entertainment expenses, see Business

income

Equity

* ability to pay principle, 2.4(b)(ii)

capital gains taxation, 10.1(c)(i)

Carter Commission, see Carter
Commission

employment income, 5.1(c)(ii)

families, 2.5(a), (b)
neutrality compared to equity, 2.4(b)

Estate, see Death, Trusts
Ethics, 15.7

Evasion, see Avoidance, Compliance

Expenditures

* capital, see Capital expenditures

e cligible capital, see Eligible capital
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Expenditures (cont’d)
* expenses, see Expenses

* tax, see Tax expenditures

Expenses, see also Business income,
Capital expenditures, Deductions

* business expenses defined, 8.4(a)(iv)

* capital expenditures, see Capital
expenditures

e child care expenses, 8.4(a), 11.10
* commuting expenses, 8.4(a)(iv)

* contingent liabilities, 8.7(b), (c)

e current expenditures, 8.2(a)

capital expenditures compared,
8.2(a)

* damages, see Damages

¢ deductibility, 8.1(b)

e defined, 8.2(a)

 dual purpose expenses, 8.3(b)
 entertainment expenses, 8.5(b)

e fines, penalties, 8.5(d)(ii)

» food and beverages, 8.2(c)

» foreign exchange losses, 10.2(d)

» general purpose test, 8.3

e home office, 5.8(c), 8.5(d)

* housekeeping expenses, 8.4(a)(iii)
* illegal business expenses, 8.5(d)(i)
* illegal payments, 8.5(d)(i)

* income-earning purpose, 8.3(a)

e « mixed purpose, 8.3(b)
e ¢ personal expense and, 8.4
e « statutory rules, 8.1

* interest expense, see Interest
* inventory, see Inventory

* legislative scheme, 8.1

* living expenses, see personal
expenses

* mixed expenses, 8.3(b)

moving expenses, see Moving
expenses

payable defined, 8.5(b)(ii)

* personal and mixed expenses

e defined, 8.4(a)(i)
e everyday living, 8.4(a)(ii)

* income-earning expenses and,
8.4(a)(iii)

prepaid expenses, 8.7(e)

purpose and rationale, 8.1(b)
reasonable, 8.6

e non-arm’s length payments, 8.6(c)
e quantitative limitation, 8.6(a)

e section 67, 8.6(a)

e unreasonable amounts attributable
to personal elements, 8.6(b)

reserves, see Reserves
running expenses, 8.2(b)
timing, 8.1(7), 8.7
travel, 8.4(b)

F

Fair market value

defined, 8.8(c)(i), 10.3(d)(ii)

Fairness, see Equity

Fairness package, see Compliance

Family, taxation of

equity between families, 2.5(b)

equity between families and
unattached individuals, 2.5(d)

household labour and employment,
2.5(c)

recognition of, 2.5(a)
taxation unit, as, 2.5(a)

Farm
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losses, see Losses

rollover, see Rollovers
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Federal-provincial agreements,
1.3(), 2.4(d)

Financial instruments, see
Derivatives

Financial statements, see also
Generally accepted accounting
principles (GAAP)

Flat taxes, see Tax rates
Foreign affiliates, see Non-residents

Foreign exchange, 10.2(d)

G

GAAP, see Generally accepted
accounting principles (GAAP)

GAAR, see General anti-avoidance
rule (GAAR)

GST, see Goods and Services Tax
(GST)

Gambling winnings, 4.3(d)

General anti-avoidance rule (GAAR)

e abusive tax avoidance, 17.5(c)

* o analytical approach, 17.5(c)(i)

e » pon-purpose test, 17.5(b)(ii)

*  object, spirit or purpose,
17.5(c)(ii)

* « reasonable consequences, 17.5(d)
e o result test, 17.5(b)(ii)

* application of, 17.5

e o avoidance transaction, 17.5(b)

° e ¢ pon-tax purpose test,
17.5(b)(iii)

e e o geries of transactions defined,
17.5(b)(1)

transaction defined, 17.5(b)(i)
e o tax benefit, 17.5(a)

» general, 17.3(b)

* interpretation guidelines, 17.3(a)(i)

* judicial guidance, 17.4(a)
e » developing jurisprudence, 17.5(e)
e« developing jurisprudence, 17.5(e)

e o Supreme Court of Canada
decisions, 17.4(b)

e oo Alta Energy, 17.1(c)(iii),
17.3(c)(iii), 17.4(v)

e oo Canada Trustco, 17.3(b),
17.3(c)(iii), 17.4(b)(1)

e oo Copthorne, 17.2(c)(ii),
17.4(b)(iv)

e e Lipson, 17.1(c)(vi), 17.4(b)(iii)

Mathew, 17.1(c)(vi), 17.4(b)(iii)

e measure of last resort, 20.4(b)

e minister’s discretion, 17.3(d)

e misuse or abuse, 17.5(c)

* no down-side risk for taxpayers,
17.3(c)()

* primary purpose

e o constraint of Duke of Westminster
principle, 17.2(b)

e o Jast resort measure, 17.3(c)(i)

* ¢ prevent abusive tax avoidance,
17.3(c)(@)

e role of, 17.3(c)

e« pot about right and wrong,
17.3(c)(ii)

e« ot to fill loop-holes in Act,
17.3(c)(iii)

e o shield not sword, 17.3(c)(i)

e section 245, 17.3(a)

Generally accepted accounting

principles (GAAP), see also Profit

e accrual method, 6.5(c)(ii)

e amortization, 6.5(d)

* capital assets, 6.5(c)(1)

e cash method, 6.5(d)(i)

e deferral, 6.5(c)(ii)

e defined, 6.5(c)
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Generally accepted accounting princi-

pl

es (GAAP) (cont’d)

depreciation, 6.5(d)
interpretative aids only, 6.5(c)
inventory, 6.5(c)(i)

matching principle, 6.5(d)(ii)
use of, 6.5(c)

well-accepted business principles
and, 6.3(c)

Gifts and inheritances

Carter Commission
recommendations, 4.5(b)(i)

commercial gifts, 4.4(b)(ii)
deemed disposition, 4.4(c)(iii)

non-arm’s length transfers,
4.4(c)(iii)

personal gifts, 4.4(b)(i)
property, 4.4(b)(iii)
reasons for exclusion, 4.5(b)(ii)

Goods and Services Tax (GST)

introduction, 2.2(e)
refundable tax credit, see Credits

Graduated tax rate, see Tax rates

H

HST, see Goods and Services Tax

(GST)

Haig-Simons, see Tax base

History, 2.2

1981 budget, 2.2(d)

Carter Report, 2.2(c)
federal-provincial agreements, 2.2(g)
indexing, introduction of, 2.2(d)
post-1988 reforms, 2.2(f)

pre-1917 taxation, 2.2(a)

tax reform, 1971, see Carter
Commission
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e tax reform, 1988, 2.2(e)
Hobbies, see Business income

Home buyer’s plan, see Registered
Retirement Savings Plans (RRSPs)

Home office expense, 5.8(b), (c)
Horizontal equity, see Equity

Household labour, 2.5(c), 4.6(a)

e imputed income, see Imputed
income

Housekeeping expenses, see Expenses

IFRS, see International financial
reporting standards (IFRS)

Imputation, see Integration

Imputed income
definition, 4.5(a)
imputed rent, 4.5(b)(i)
non-taxation, 4.5(a)

owner-occupied home, 4.5(b)(i)
unpaid housework, 4.5(b)(ii)

Income

e aggregation from sources, 4.3(a),
12.2(b)

alimony and maintenance, see
Alimony and maintenance
assignment of, 1.6(c)

business, see Business income
capital gain, see Capital gains
Carter Commission tax base, see
Carter Commission

L]

computation of, 6.1(a)

concept of, 1.1, 4.1(a), 4.2(a)(i),
12.2(a)

corporations, see Corporations

COVID-19-related payments,
11.7(d)



Income (cont’d)
* damages, see Damages and
settlements

e death benefits, see Death

 deferred profit sharing plans, see
Deferred profit sharing plans

 definition, 1.6(c), 4.1, 4.2(a)
e diversion of, 13.4(b), 13.5
e dividends, see Dividends

* employment, see Employment
income

* employment insurance, 11.7(b)

e exclusions, 4.6(c)

e » indigenous income, 4.6(c)(i)

tax exempt organizations,
4.6(c)(iii)

e fluctuation of, 1.5(d), 6.5(a)(iii)
* gambling winnings, 4.6

* gifts, see Gifts and inheritances
* Haig-Simons theory, 4.2(a)

* illegal income, 4.3(e)

e imputed income, see Imputed
income

* inclusions

e o capital gains, 4.6(a)

other income, 4.6(b)

* inheritances, see Gifts and
inheritances

* judicial interpretation, 4.2(a)(i)

capital receipt distinguished,
4.2(a)(ii)
ordinary meaning, 4.2(a)(ii)

realization of income, 4.2(a)(ii)
* lottery prize, see Windfalls

e measurement of, 1.5(b)(ii)

* net concept, 6.4(a), 8.1(a)

e net income, see Net income

* office or employment, see
Employment income
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other

¢ deductions, net, 11.1(a)(ii)
* policy objectives, 11.1(b)
e sources, 11.1(a)()

pension income, see Registered
Pension Plans (RPPs)

pension plans, 11.2, 11.3

private corporations, see Private
corporations

property, see Property income

public pensions, see Old Age
Security, Canada Pension Plan
(CPP)

registered education savings plans,
see Registered Education Savings
Plans (RESPs)

registered pension plans, see
Registered Pension Plans (RPPs)

registered retirement income funds
(RRIFs), see Registered Retirement
Income Plans (RRIFs)

registered retirement savings plans,
see Registered Retirement Savings
Plans (RRSPs)

retiring allowances, see Retiring
allowance

scholarships, bursaries, awards,
11.7(a)

section 3 of ITA, 4.1, 12.2(a)
e history, 4.1(b)

e purpose and rationale, 4.1(c)
e technical design, 4.1(a)
section 4 of ITA, 4.7

e computation rules, 4.7(b)

* legislated source rule, 4.7(a)

settlements, see Damages and
settlements

social assistance, see Social
assistance

source by source, 6.1(a)
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Income (cont’d)
e source theories, 4.3

e o characteristics of, 4.3(b)

e o enumerated, 4.3(c)

e o illegal, 4.3(e)

e o unenumerated, 4.3(d)

e splitting, see Income splitting

* spousal support, see Alimony and
maintenance

* statutory inclusions and exclusions,
4.6

* trusts, see Beneficiary of trusts,
Trusts

* vs. capital, 4.2(a)(iii)

* workers’ compensation, see
Workers’ compensation

Income splitting, see also Attribution
rules

* anti-income splitting rules,
13.2(a)(iii)

 fairness, 13.2(b)(ii)

e family tax treatment, 13.2(b)(iii)

e general, 13.1

* legislative scheme, 13.2

* policy, 13.2(b)

e prevention of, 13.2(b)

° tax savings

e o tax unit, 13.2(a)(i)

trusts, 14.5(d)(ii)

e whose income?, 13.1

Income statement, see also
Generally accepted accounting
principles (GAAP)

Income tax

e purpose, 1.2

* gsystem, 1.6(a)

Income Tax Act

e characterization, 1.4(d)(ii)

* citing, 1.4(a)

e history, 1.3(a)(i)

* interpretation of, 1.5

e o tips, 1.5(b)

* primary source of tax law, 1.3(a)
* provision types, 1.4(b)

* statutory interpretation, see Statutory
interpretation

* statutory language, 1.4(c)
e structure of Act, 1.4(a)

Income Tax Application Rules, 1.3(b)
Income tax law sources, 1.3

Income Tax Regulations, 1.3(c)
Income vs. capital, 4.2(a)(iii)

Independent contractor, see Business
income

Indexing

e effect of inflation, 10.1(c)(ii)

e indexation rules, 12.4(a), 12.5(b)

e introduction of, 2.2(d)

Individuals

 calendar year, 1.5(d)

* fluctuating income, 1.5(d)

» framework for taxing, 14.2

* legal vehicles and taxation, 14.1
e progressive tax rates, 2.6

e o dual tax system, 2.6(d)

o o flat system, 2.6(d)

e » graduated rates, 2.6(a)

e o incentives, 2.6(b)

e o redistribution, 2.6(c)

e ¢ tax avoidance, 2.6(b)

* residence

e ¢ common law meaning, 3.2(b)
e o ordinarily resident, 3.2(c)(i)

* « provincial residence, 3.8
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Individuals (cont’d)
sojourner rule, 3.2(c)(ii)

ties with Canada, 3.2(a)
* tax policy, 12.1(b)
ability to pay, 12.1(b)(i)

stimulation of private activities,
12.1(b)(ii)

technical design, 12.1(b)(ii)

e tax rates, see Tax rates

* tax return, filing of, 15.2

* taxation year, 1.5(d)
 ultimate taxpayer, 1.4(d)(i)
Inflation, see Indexing
Information circulars, 1.3(h)(i)

Inheritances, see Gifts and
inheritances

Instalment payments, 15.2(b)(ii)

Intangible assets, see Eligible capital
expenditures

Integration, 14.3(c)(i), (iv), (v), see
also Dividends
e Carter Commission, 2.4(b)(ii)

 corporate and personal tax,
14.3(c)()

e reforms of 1971, 2.2(¢c)

Interest, income and expense

* blended payments, 7.8(c)

* deductibility of

e o general, 8.9(a)

paragraph 20(1)(c), 8.9(a)

purpose test, 8.9(c)

° e “any” not “the” purpose,
8.7(d)(1)

e e e “oross” not “net” income,
8.7(d)(i1)

revenue-raising scheme, 12.1(b)(i)
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“reasonable” expectation of
gross income, 8.9(c)

* tracing use of borrowed money,
8.9(d)

current use, 8.9(d)(ii)
direct use, 8.9(d)(iii)
importance of, 8.9(d)(i)
deferred payments, 7.8(b)
defined, 7.8(a), 8.9(b)
discounts, see Discounts

imputed, 7.1(a)

income, 7.8

payments in lieu of, 7.8(b)
special timing rules, 7.8(e), 8.7

International financial reporting

standards (IFRS), 6.1(a), 6.4(c),
8.8(c)(i)

Interpretation bulletins, 1.3(h)(ii)

Interpretative aids

advanced tax rulings, see Advanced
tax rulings

case law, see Tax cases

information circulars, see
Information circulars

interpretation bulletins, see
Interpretation bulletins

regulations, see Income Tax Act
Regulations

statutory interpretation, see Statutory
interpretation

treaties, see Tax treaties

Inventory

accrual method, 8.8(b)

cash method, 8.8(b)

cost of goods sold, 8.8(c)
defined, 8.8(a)

general, 8.8(a)

inventory accounting, 8.8(b)



INDEX

Inventory (cont’d)
* specific identification, 8.8(c)

* timing, 8.8(b)

* tracing, 8.8(c)(ii)

¢ valuation methods, 8.8(c)(i)

Investment income, see also Capital
gain, Property income

e adventure in the nature of trade, see
Adventure in the nature of trade

e capital gains, see Capital gains
e discounts, see Discounts

e dividends, see Dividends

e Part IV tax, 14.3(c)(v)

e policy for CCPCs, 14.3(c)(iv)

¢ refundable dividend tax on hand,
14.3(c)(v)

* tax shelters, 6.6(a)(ii)

J
Judges, role of, 1.6(f)(iii)

Jurisdiction to tax, 3.1

L

Land, see Capital expenditures

Lawyers

* advocacy and litigation, 15.6,
15.8(%)

* duties to other parties

e » (Canada Revenue Agency (CRA),
15.9(b)

e ¢ public, 15.9(c)
e o tax system, 15.9(d)
e o tribunal, 15.9(a)

* fiduciary duties to clients, 15.7(c),
15.8

e » competence, 15.8(b)
e » confidentiality, 15.8(d)
e o conflict of interest, 15.8(e)

e« honesty and candour, 15.8(c)
e« Joyalty, 15.7(c), 15.8(e)
conflict of interest, 15.18(e)
Strother case, 15.7(d)

* fiduciary relationship, 15.7(c)

e ¢« public interest, 15.7(c)

* legal opinions, 15.8(f)(iii)

» professional ethics, 15.8(f)

* « regulation of profession, 15.7(a)

e ¢ rules of professional conduct,
15.7(a)

e roles of, 1.5(a), 1.6(f)(iii), 15.6(a)

e« compliance, 15.8(f)(i)

* solicitor-client privilege, 15.8(d)

* tax planning and advice, 15.8(f)

e ¢ advance tax rulings, 15.8(f)

e o aggressive tax planning,
15.8(f)(ii)

e o conflict of interest, 15.7(c)(ii)

* third party civil penalties, 15.8(f)

e ¢« planner penalty, 15.8(f)(i)

e o preparer penalty, 15.8(f)(i)

Legislative process, 1.3(a)(iii)

Liability for tax

» compliance, see Compliance

* computation of, 1.6(e)(iii)

e income fluctuations, 1.5(d)

e non-residents, see Non-residents

* part-time residents, see Residence

e person, see Person

e residence, see Residence

e tax unit, see Taxation unit

Lifelong learning plan, see

Registered Retirement Savings Plans
(RRSPs)

Listed personal property, 10.4(c)(iii),
12.2(d)(1)
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Loans

attribution rules, see Attribution
rules

employee, see Employment income
interest, see Interest

weak currency loan, see Capital
gains

Losses

allowable business investment losses
(ABILs), 10.5(c), 12.2(d)(iii)

e deductibility, 10.5(c)

e defined, 12.3(b)(iv)

amount of loss, 6.6(b)

attribution rules, see Attribution
rules

capital losses

e allowable, 12.2(d)(1)

e carryover rules, 12.3(b)

e deductibility, 14.2(d), 14.3(b)
e defined, 12.3(b)(iii)

e quarantined, 12.2(d)(i)

e restrictions, 12.3(b)(v), 14.4(c)
e stop-loss rules, 10.3(e)

» superficial losses, 10.3(e)(i)
carryovers, 1.5(d), 12.3(b)
deductibility of, 12.2(d)(ii)
defined, 12.2(d)

disposition for future proceeds,
10.4(b)

farm losses, 6.6(d), 12.3(b)(v)

e carryovers, 12.3(b)(v)

e defined, 12.3(b)(v)

* hobby farmers, 6.6(a)(i)

e part-time farmers, 12.3(b)(v)

e restricted farm losses, 12.3(b)(v)
hobby losses, 6.6(c)

listed personal property, 10.3(c)(iii)
net capital losses

e o carryovers, 12.3(b)(iii)
deductibility, 12.3(b)(iii)
defined, 12.3(b)(iii)

restricted farm losses, 12.3(b)(v)

* non-capital losses

allowable business investment
losses, 12.3(b)(iv)

carryovers, 12.3(b)(iv)
defined, 12.3(b)(ii)
restricted farm losses, 12.3(b)(v)

* partnerships, 14.4
 personal losses, 6.6(a)(i)
e personal use property, 10.3(e)(ii)

e reasonable expectation of profit, see
Business income

* stop-loss rules, 10.4(e)
* superficial loss, 10.4(e)(i)
 tax shelter losses, 6.6(a)(ii)

Lottery winnings, see Windfalls

Maintenance payments, see Alimony
and maintenance

Manufacturing and processing
credit, 16.3(b)(1)

Marginal rates of tax, see Tax rates
Mark-to-market rules, 7.9

Married couple

e alimony and maintenance, see
Alimony and maintenance

o family, see Family, taxation of
* spouse, see Spouse

e tax unit, see Taxation unit

Minors

e attribution rules, see Attribution
rules
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Minors (cont’d)
* “kiddie tax”, see “Tax on Split
Income (TOSI)”

e rollovers, 13.3(d)
* transfers of capital property, 13.3(c)

Moving expenses, 11.9

¢ deduction for non-reimbursed
expenses, 11.9(a)

* policy objectives, 11.9(b)

N
Net capital loss, see Losses
Net income, see also Income,
Taxable income
e defined, 12.2(a)
e foundation of tax base, 12.2
e losses, see Losses

e role of section 3, 12.2(a)
Netfile, 15.2

Neutrality
* equity compared to neutrality, 2.4(c)

Non-arm’s-length transfers

e arm’s length, 10.4(c)(iv)

e asymmetrical treatment, 10.4(c)(iii)
e fair market value, 10.3(d)(ii)

o gifts, 10.4(c)(iii)

* inadequate or excessive
consideration, 10.3(d)(vi)

* related persons, 10.4(c)(iv)
e rollovers, 10.4(c)(iv)

Non-capital losses, see Losses
Non-compete payments, 11.6(b)

Non-depreciable property, see
Depreciable property

Non-residents
¢ deemed non-resident, 3.7

 departure tax, see Departure tax
e liability for tax, 1.6(b)

e residence, see Residence

e tax treaties, see Tax treaties

Nothings, see Capital expenditures

(o)

Objections, see Compliance
Objectives, see Policy objectives

Office income, see Employment
income

Office or employment income, see
Employment income

Offshore corporations

e information returns, see Tax returns

e residence, see Residence

e tax treaties, see Tax treaties

e taxation of, see Non-residents

Old Age Security, 11.2

Ordinary commercial principles, see
Well-accepted business principles

Ordinary residence, see Residence

P

Part IV tax, see Dividends,
Investment income

Part-time residence, see Residence
Partner, see Partnerships

Partnerships

¢ allocation of income, 14.4(b)
e defined, 14.4(a)

e dissolution, 14.4(d)

e double taxation, 14.4(d)

* fiscal period, 14.4(b)

e general, 14.4

e information return, 14.4(a)
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Partnerships (cont’d)

liability of partners, 14.4(a)

limited liability partnerships (LLPs),
14.4(c)

limited partnership, 14.4(c)

partnership income, calculation of,
14.4(b)

partnership interest, 14.4(a)

e adjusted cost base, 14.4(d)

e gain or loss on disposal, 14.4(d)
property, 14.4(d)

rollovers, see Rollovers

source-characterization of
partnership income, 14.4(a)

taxation of, 14.4(a)
taxation year, 14.4(b)
uses, 14.4(a)

Payment of tax, see Compliance,

Liability for tax

Penalties, see Compliance

Pension and retirement savings

Canada Pension Plan, see Canada
Pension Plan (CPP)

deferred profit sharing plans, see
Deferred profit sharing plans

Old Age Security, see Old Age
Security

pension income, see Registered
Pension Plans (RPPs)

registered educational savings plans,
see Registered Education Savings
Plans (RESPs)

registered pension plans, see
Registered Pension Plans (RPPs)
registered retirement income funds,

see Registered Retirement Income
Funds (RRIFs)

* registered retirement savings plans,
see Registered Retirement Savings
Plans (RRSPs)

* tax-assisted private pension plans,
11.3

e tax deferral advantage, see
Postponement of tax

 tax reform 1971, see Tax reform,
1971
Person, 1.6(b)

Personal exemptions, see Credits

Personal services, consumption of,
see Imputed income

Personal tax credits, see Credits

Personal-use property, see Capital
gains

Policy objectives

* economic efficiency, 2.4(c), 2.8

* equity

ability to pay principle, 2.4(b)(ii),

12.1(b)(1)

benefit principle, 2.4(b)(1)

e general, 2.4(a), 12.1(b)(i)

* importance of, 2.3

* international competitiveness, 2.8

* neutrality, 2.4(c)

defined, 2.4(c)

distinguished from equity, 2.4(c)

* simplicity and administrative
efficiency, 2.4(d)

e stimulation of economic activities,
1.1

Postponement of tax

e benefits of, 1.4(d)(iv)

* private pension plans, 11.3(b)

o tax deferral, 1.4(d)(iv), 9.1(b),
11.3(b)

* time value of money, 1.4(d)(iii)
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Postponement of tax (cont’d)
* timing, 1.4(d)(iii)

Preferences, see Tax expenditures
Prepaid expenses, see Expenses

Principal residence exemption

* change of use rules

deemed disposition, 10.3(d)(iii)
 defined, 10.3(b)

designation, 10.3(d)(iv)
housing unit, 10.3(d)(iii)
ordinarily inhabited, 10.3(d)(ii)
ownership, 10.3(d)(i)
surrounding land, 10.3(d)(iii)

* exemption

mechanism of, 10.3(d)(v)

* residence requirement, 10.6(c)

Private corporations

e Canadian-controlled, 14.3(b)
Canadian dividends, 14.3(c)(v)
capital gains, 14.3(c)(vi)

14.3(c)(ii)
fiscal unity, 14.3(c)
defined, 14.3(c)(i)

incorporated employees,
14.3(c)(iii)
investment income, 14.3(c)(iv)

tax incentives for, 13.3(d)

e nature of, 14.3(a)

Proceeds of disposition, see also
Capital gain

e defined, 9.3(e)

* timing, 9.3(e)

INDEX

Profit, see also Business income,

dividends received by individuals, °
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Generally accepted accounting
principles (GAAP)

“accurate picture of profit”
requirement

e goal, the, 6.5(d)(i)

* measuring, 6.4(b)
Canderel, 6.4(a), 6.5(d)(1)
computation of, 6.5

e annual accounting requirement,
6.5(a)

fluctuating income, 6.5(a)(iii)
taxation year, 6.5(a)(i)

time value of money, 6.5(a)(ii)
timing, 6.5(a)(ii)

* financial versus tax accounting,
6.5(b)

* matching principle, 6.5(d)(i)
e methods of accounting, 6.5(c)
* net concept, 6.4(a)

e question of law, 6.4(b)
concept of, 6.4

financial accounting versus tax,
6.4(b), 6.4(c)

income vs. capital, 4.2(a)(iii)
judicial interpretation, 6.1(c)

methods of computation, see
Generally accepted accounting
principles (GAAP)

pursuit of

* intention to profit, 6.2(c)(i)

e personal endeavour, 6.2(c)(iii)

e Stewart and Walls, 6.1(b), 6.2(c)
realization principle, 6.5(d)(ii)

reasonable expectation of profit
(REOP), 6.2(c)(ii)

section 9, 6.1
timing, 6.5(d)
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Property

e capital, see Capital gains

e defined, 6.3

 depreciable, see Depreciable
property

* eligible capital, see Eligible capital
property

e income from, see Property income

e transfers of, see Attribution rules,
Capital gain

Property income, see also Investment
income

¢ adventure in the nature of trade, see
Adventure in the nature of trade

e attribution rules, see Attribution
rules

* business income compared

e o (differential tax treatments,
6.3(b)(i)

e ¢ Jevel of activity, 6.3(b(ii)
* capital gain compared, 6.2(d)
e cash method, 7.3(c)(ii)

e discounts, see Discounts

e dividends, see Dividends

* hobby farmer, 6.2(c)(iv)

e interest, see Interest

e real estate, see Real estate

* reasonable expectation of profit
(REOP), 6.2(c)(ii)

e ¢ hobbies, 6.2(c)(iv)

e o rental property, 6.2(c)(ii)

e rents, 7.7

* royalties, 7.7

e sale of, 7.4

Prosecutions, see Compliance,
Department of Justice

Provincial taxes

e Ontario, 12.7

e rates, 12.7

e residence, 3.8

e statutes, 1.3(f)

e surtaxes, 12.7

e tax collection agreements, see

Federal-Provincial agreements

Publications, see Administrative
publications

R

RDSP, see Registered Disability
Savings Plans

REOQP, see Reasonable expectation of
profit

RESP, see Registered Education
Savings Plans (RESPs)

RPP, see Registered Pension Plans

RRIF, see Registered Retirement
Income Funds (RRIFs)

RRSP, see Registered Retirement
Savings Plans

Rates, see Tax rates

Real estate

 capital cost allowance, see Capital
cost allowance

* capital expenditures, see Capital
expenditures

* capital gain, see Capital gains
* capital gains or income, 10.2(a)

* principal residence, see Principal
residence

* rental properties, 7.7
Realization concept, 1.4(d)(iii)
Reasonable

e allocation of purchase price, see
Capital expenditures
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Reasonable (cont’d)

e expectation of profit, see Business
income, Profit, Property income

* expenses, see Business income,
Expenses

Reasonable expectation of profit
(REOP), see Business income,
Profit, Property income

Reassessment, see Assessment
Recognition concept, 1.4(d)(iii)
Rectification, 15.8

Recurring expenses, see Capital
expenditures, Expenses

Registered Disability Savings Plans
(RDSPs), 11.4(c)

Registered Education Savings Plans
(RESPs), 11.4(b)

Registered Pension Plans (RPPs),
11.3(c)()
 defined benefits plans, 11.3(b)(iii)

* defined contribution plans,
11.3(b)(iii)

e direct transfers, 11.3(e)

e tax assistance, 11.3

e o Dbenefit of tax deferral, 11.3(b)

e » design objectives, 11.3(b)(iii)

e o policy implications, 11.3(b)(ii)

Registered Retirement Income
Funds (RRIFs), 11.3(d)(v)

e death of annuitant, 11.3(d)(vi)

e direct transfers, 11.3(e)

* flexibility, 11.3(b)(iii)

e RRSP compared, 11.3(d)(v)

e tax deferral, 11.3(d)(v)

Registered Retirement Savings Plans
(RRSPs)

e annuities, 11.3(d)(iv)

e contributions based on earned
income, 11.3(d)(ii)

e contributions deductible, 11.3(d)(i)
e death of annuitant, 11.3(d)(vi)

 deferred profit sharing plan, see
also Deferred profit sharing plans

o defined, 11.3(d)(i)

e direct transfers, 11.3(d)(iii)

* home buyers’ plan, 12.4(d)(iii)

* lifelong learning plan, 11.3(d)(iii)

 registered pension plan compared,
11.3(d)(1), see also Registered
Pension Plan

* registered retirement income funds,
see Registered Retirement Income
Fund (RRIFs)

e tax assistance, 11.3(b)

e o Dbenefit of tax deferral, 11.3(b)(i)

e o design objectives, 11.3(b)(iii)

e ¢ policy implications, 11.3(b)(ii)

e withdrawals, 11.3(d)(iii)

Reimbursements, see Employment
income

Relocation expenses, see Moving
expenses

Rent, see Real estate

Rental property, see Real estate

Replacement property, see Capital
gains

Research and development, see
Business income

Reserves

e bad debt write-offs, 8.7(d)(ii)

e deferred payments, 8.7(d)(iii)

e defined, 8.7(d)(i)

* doubtful debts, 8.7(d)(ii)

* rules, 8.7(d)(i)
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Reserves (cont’d)

special deductions, 8.7(d)(i)

* timing relief, 8.7(d)(i)

e unearned amounts, 8.7(d)(iv)

Residence

change in residence
deemed disposition, 3.5(b)
deemed non-resident, 3.5(b)
departure tax, 3.5(b)
dual residence, 3.7
general, 3.5
part-year residence, 3.5(a)

corporations
common law test, 3.3(a)
incorporation in Canada, 3.3(b)
provincial residence, 3.8
statutory rules, 3.3(b)

dual residency, 3.7

individuals
common law meaning, 3.2(b)
ordinarily resident, 3.2(c)(i)
part-year resident, 3.5(a)
provincial residence, 3.8
sojourner rule, 3.2(c)(ii)
ties with Canada, 3.2(a)

* jurisdiction to tax, 3.2

citizenship, 3.2(a)

domicile, 3.2(a)

residence, 3.2, 3.3, 3.4

source of income, 3.1(a)
legislative scheme for taxing, 3.1(a)

non-residents, see Non-residents

* provincial residence, 3.8

section 2, 3.1
history, 3.1(a)
purpose and rationale, 3.1(b)

e o gocial and economic ties,
3.1(b)(ii)

e technical design, 3.1(a)
* tax liability, 1.6(b)

e tax treaties, 3.6

e trusts, 3.4

e e common law test, 3.4(b)
e o statutory rules, 3.4(a)

Residents

e defined, 1.6(b)

* liability for tax, 1.6(b)

e taxation of, 3.1, 3.2

Retirement savings, see Pensions and
retirement savings

Retiring allowance, 11.5(a)

¢ deduction for contributions to
RRSP, 11.3(d)(i), (iv)

e defined, 4.3(d), 11.5(a)(i)

e employment income compared,
4.3(d)

* tax-free damages compared, 4.3(d)
* tax treatment, 11.5(a)(ii)

Returns, see Tax returns

Rights or things return, see Tax
returns

Rollovers

e alter ego trusts, 14.5(d)(iv)

e child, transfers to, 10.3(c)(v)(i)

e common-law partners, transfers to,
13.3(c)

* corporations, transfers to,
10.3(c)(v)(iv), 13.3(¢c)

e cost-basis transfers, 10.3(c)(v)
e death, transfers on, 10.4(c)(ii)
e defined, 10.4(c)(iv)
e election, 10.4(c)(iv)
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Rollovers (cont’d)
farming or fishing property,
10.4(c)(iv)(B)

inter vivos transfers, 10.4(c)(iv)(A)

joint spousal trusts, 14.5(b),
14.5(d)(iv)

non-arm’s length transfer rules,
10.4(c)(iii)

partnerships

transfer on dissolution, 14.4(d)
transfer to, 14.4(d)
e spousal transfers, 10.3(c)(v)(i)

Royalties, 7.7

Running expenses, see Expenses

S

Scholarship trust plans, see
Registered Education Savings Plans
(RESPs)

Scholarships, bursaries and awards,
11.7(a)

Securities, 10.2(f)

e Canadian securities election, 10.2(f)

e common law principles, 10.2(f)

Settlements, see Damages and
settlements

Settlor of trust, see Trusts

Severance payments, see Employment
income, Retiring allowance

Sham, see Avoidance

Shareholder
* corporation, see Corporations
e dividend income, see Dividends

Shares

* capital gain, see Capital gains
* corporations, see Corporations
e dividend income, see Dividends

Small business corporation
e defined, 10.5(c)

Small business deduction

e active business income, 16.3(b)(i)
e definition, 16.3(b)

e limits on, 16.3(b)

Social assistance, 11.7(c)
Sojourning, see Residence

Source theory of income, 2.4(c),
4.3(a), 10.1

Spouse

alimony and maintenance, see
Alimony and maintenance

attribution rules, 13.3(a)(ii)

common-law partner defined,
10.4(c)(iv)

defined, 10.4(c)(iv)

principle residence designation, see
Principal residence

rollovers, 10.4(c)(iv)

Statutory interpretation
 approaches, 16.2(b)

Antosko case, 16.2(b)(iv)
Canada Trustco case, 16.2(b)(v)
Inland Revenue case, 16.2(b)(ii)
judicial doctrines, 16.2(b)(i)

modern rule, purposive
interpretation, 16.2(b)(iii)

plain meaning, 16.2(b)(iv)

strict interpretation, 16.2(b)(ii)

Stubart case, 16.2(b)(iii)

textual, contextual and purposive

(TCP) interpretation, 16.2(b)(v)
characterization of facts, 16.4

economic substance, 16.4(c)
general, 16.4(c)(i)
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Statutory interpretation (cont’d)
e e« potential relevance in GAAR
cases, 16.4(c)(ii)

* « importance of, 16.4(a)
e e o characterization, 16.4(a)(i)
e o o recharacterization, 16.4(a)(ii)

e ¢ Jegal form and substance,
16.4(b)(i)

e o Jegal underpinnings of tax law,
16.4(a)(ii)

e o purpose of transactions, 16.4(d)
e e o primary purpose, 16.4(d)(i)

e e e gtep transactions, 16.4(d)(ii)
e « sham doctrine, 16.4(e)

e o gsubstance over form, 16.4(b)(ii)
e common law mentality, 16.3(d)(ii)
e context, 16.3(b)

e historical, 16.3(b)(ii)

e o statutory, 16.3(b)(i)

* goal of, 16.1

* legislative purpose and intent,
16.3(c)

e o extrinsic materials relevance,
16.3(c)(iv)

e o inferences from the text,
16.3(c)(iii)

e o presumptions, 16.3(c)(v)

e ¢ “purpose” or “intent”, 16.3(c)(ii)

* meaning of words in context,
16.2(a)

e nature of exercise, 16.2(a)
* role of judges, 16.3(d)(iii)

* special characteristics of tax
statutes, 16.3(d)(i)

* textual meaning, 16.3(a)

e « ordinary, technical or legal
meaning, 16.3(a)(ii)

e statutory meaning, 16.3(a)(i)

Stock options, employee

 adjusted cost base of shares,
5.7(c)(iii)

* capital gains like taxation, 5.7(c)

 deferral of recognition, 5.7(a)

¢ defined, 5.7(a)

* policy justifications, 5.7(a)

e section 7, application of, 5.7(a), (b)

* special deduction, 5.7(a)

* taxable benefit, 5.7(c)(i)

* transfer disposition of option rights,
5.7(d)

* timing of inclusion, 5.7(c)(ii)

Stop-loss rules, 10.4(c), see also
Losses, Capital losses

e CCA on rental properties, 9.3(h)(i)

* leasing properties, 9.3(h)(ii)

Superficial loss, see Losses

Support payments, see Alimony and
maintenance

Surrogatum principle, 4.4(c)

T

Tax

e avoidance, see Avoidance

e base, see Tax base

e credits, see Credits

e direct versus indirect, see Direct tax
e evasion, see Compliance

o expenditures, see Tax expenditures
* payment, see Compliance

e rates, see Tax rates

* return, see Tax returns

e unit, see Taxation unit

Tax-assisted savings plans, 11.4
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Tax base, see also Income
* broadening, 2.2(c)

e Carter Commission, see Carter
Commission

e comprehensive tax base, 4.2(c)
e defined, 1.6(c), 4.2(c), 14.3(a)
* Haig-Simons theory, 4.2(b)(i), 10.1

e imputed income, see Imputed
income

* source theory, see Source theory of
income

» windfalls, see Windfalls

Tax cases, 1.3(e)

Tax credits, see Credits

Tax deferral, see Postponement of tax

Tax disputes, 1.6(f)(iii), 15.4, see
also Compliance

Tax evasion, see Avoidance,
Compliance

Tax expenditures

e concept, 1.3(c), 2.7(a)

 distributional effect, 2.7(b)(iv)

e effectiveness, 2.7(b)(iii)

e estimates, 2.7(b)(ii)

» gender based analysis plus (GBA+),
2.7(c)

* justifications, 2.7(b)(i)

* policy evaluation, 2.7(b)

Tax-free First Home Savings
Account, 11.4(d)

Tax-free savings accounts (TFSAs),
2.2(1), 11.4(a)

Tax liability, see Liability for tax

Tax on Split Income (TOSI)

* “kiddie tax”, moving beyond,
13.5(a)

 split income, definition, 13.5(b)

Tax planning, see Attribution rules,
Avoidance, Lawyer, Postponement
of tax, Trusts

Tax practitioners, 15.6, 15.7, 15.8,
15.9, see also Lawyers

¢ duties to client, 15.8

e ethics, 15.7

* regulation of profession, 15.7, 15.8

Tax rates, 1.6(e)(i), 12.4

* 1971 reforms, 2.2(c), 2.5(a)
e 1988 reforms, 2.2(e)

e average, 12.4

e brackets, 1.6(e)(i), 12.4(a)

e Carter Commission, see Carter
Commission

e corporate, see Corporations
e dual rates, 2.5(c)

e federal, 1.6(e)(1), 12.4(a)
e flat

e« arguments for, 2.5(b)

e o (defined, 12.4(a)

e graduated rates, 2.5(a)

* history, 2.2

e indexation, 12.4(b)

¢ individuals, 2.6

e inflation effects, 14.4

* marginal, 2.5(a), 12.4

* negative tax, 2.5(a)(i)

e o effect of, 2.5(a)(ii)

* progressive

e o defined, 2.5(a), 12.4(a)

e ¢ justification for, 2.5(a), 2.5(b),
12.4(a)

* proportionate

e o defined, 12.4
* provincial, 12.7
e o gsurtaxes, 12.7
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Tax rates (cont’d)
e redistribution, 2.5(a)(iii)

* regressive taxes
e o defined, 12.4(a)
e trusts, see Trusts

Tax reform, 1971, see Carter
Commission

Tax reform, 1988, 2.2(e)
Tax refunds, see Compliance

Tax returns

 audit, 15.3(b)
 corporations, 15.2

e deadlines

e o corporations, 15.2

e o jindividuals, 15.2

e examination of, 15.3(b)
e filing of, 15.2

oo e-file, 15.2

* « mailing, 15.2

e o Netfile, 15.2

¢ individuals, 15.2

e payment of unpaid tax, 15.2(b)
e prescribed form, 15.2

Tax shelters, 17.1(d)(v)

Tax system

* Canada Revenue Agency (CRA),
see Canada Revenue Agency (CRA)

e Carter Commission, see Carter
Commission

* compliance, see Compliance

* Department of Finance, see
Department of Finance

 federal/provincial, see Provincial
taxes

 self-assessment system, 1.6(f)(ii)

e voluntary compliance, 1.6(f)(ii)

Tax treaties, 1.3(d)

* residence in treaty country, 3.6

Taxable benefits, see Employment
mmcome

Taxable income

* capital gains deduction, see Capital
gains exemption

* employee stock option deduction,
see Stock options, employee

¢ home relocation loan deduction, see
Employment income

* inter-corporate dividends, see
Corporations, Dividends

* loss carryovers, see Losses

Taxation unit

o family, 2.5(d), 13.2(b)(iii)
e individual as, 1.6(b), 2.5(a)
Taxation year

 calendar year, 1.6(d)

e defined, 1.6(d)

* fiscal period, 1.6(d)

* profit computation, 6.5(a)(i)
Terminal return, see Death

Termination payment, see
Employment income, Retiring
allowance

Time value of money, 1.4(d)(iii)

Timing for tax purposes, 1.4(d)(iii),
1.6(d)

Trade, see also Adventure in the
nature of trade, Capital gains

* frequency of transactions, 10.2(c)(ii)

* investing compared, 10.2(b)

* relationship to other work, 10.2(c)(i)

Transfer of property, see Attribution
rules, Capital gain, Rollovers
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Transfers of capital property

e attribution rules, see Attribution
rules

e children, 13.2(a)(iii)

e common-law partner, 13.2(a)(iii)
 corporations, 10.4(c)(iv)

e death, 10.4(a)

* non-arm’s length, 10.3(c)(iii)

* spouse, to, 13.3(a)(iii)

Treaties, see Tax treaties

Trusts

e attribution rules, 13.3(d)

* beneficiary, see Beneficiary of trust
* capital gains, 14.5(d)(iii)

e commercial trusts, 14.5(a), (b)

e conduit treatment of, 14.5(d)(iii)

e creation of, 14.5

* deemed disposition every 21 years,
10.3(d)(vii), 14.5(d)(iv)

exemptions, 14.5(b)
e definition, 14.5(a)
* discretionary trusts, 14.5(b)

* estate

e o administrator, see legal
representative
executor, see legal representative

personal representative, see legal
representative

e family trust, 14.5(b)
» general, 14.5(a)
¢ income of

computation and designation of,
14.5(d)(iii)

paid/payable to beneficiary,
14.5(c)

* income splitting, 14.5(d)(ii)
e individual, deemed to be, 14.5(c)
e inter vivos trusts, 14.5(b)

joint spousal trusts, 14.5(b),
14.5(d)(iv)

legislative scheme, 14.5(a)
non-discretionary trusts, 14.5(b)
personal trusts, 14.5(b)

residence, 3.5

rollovers, 14.5(b)

settlor, 14.5(f)

* income taxed to

anti-avoidance concerns, 14.5(f)

trusts for spouses or related
minors, 14.5(f)

trusts with reserved power of
revocation or control, 14.5(f)

specified investment flow-through
trusts (SIFTs), 14.5(a)

spousal trusts, 14.5(b), 14.5(d)(iv)

e deemed disposition on spouse’s
death, 14.5(b)

e defined, 14.5(b)

e joint, 14.5(d)(iv)

e tainted, 14.5(b)

tax planning

e income splitting, 14.5(d)(ii)
tax rates, 14.5(d)(ii)

taxation of

e ¢ ag individuals, 14.5(d)
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e fictional individuals, 14.5(d)(i)
tax rates and credits, 14.5(d)(ii)

e computation of income,
14.5(d)(iii)

e deemed disposition of property,
14.5(d)(iv)

 fiscally transparent, 14.5(c)
termination of, 14.5(b)
testamentary trusts, 14.5(b)

transfer of property to, 14.5(b)
e on death, 14.5(b)



Trusts (cont’d)
e trustee, 14.5(a)
U

Undepreciated capital cost, see
Depreciable property

Unemployment insurance, see
Employment Insurance

United States
* business purpose test, 16.4(d)(i)

w

Wages, see Salary and wages

INDEX
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Windfalls, 4.4(c)
Withholding tax

e employment income, 15.2(b)(i)
e failure to withhold, 15.2(b)(i)
Workers’ compensation, 11.7(c)

Worldwide taxation, 1.6(b), 3.1(a)(i)



