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A
Acquisition of control of corporation,
18-20, 247-248, 407-408
Acquisition of control, exception,
transfer to beneficiary, 248
Acquisition of control, exception,
transfer to estate, 247
Alternative minimum tax (AMT), 203,
241, 393
“Arm’s length”, 14-16
Assets
allocation of, 339-341
allocation under will, 170
buy-sell agreement, 371-372
deemed disposition of, 5, 108-156,
306-307
distribution to beneficiaries, 372-
373, 386-387
right of survivorship, 167, 172
worthless, 208-209
Audit, 10, 295-300
common issues/problems
adjusted cost base, 298
allocation of income, 298
deemed proceeds, 297
See also Valuation
donations, 298
foreign tax, 298
partnerships, 300

B
Beneficiaries
death of, 176
distributions to, 372-373
foreign, 350
non-resident, 388-390
U.S. persons, 387-388
Business income, see Income
Buy-sell arrangements, 177-179, 371-
372
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C
CRA, see Canada Revenue Agency
Canada Pension Plan (CPP) pay-
ments, 50-52
CRA Views, 51-52
general rules, 50
Canada Revenue Agency (CRA), 26
Canada-U.S. Tax Treaty, 312-313,
326-327
Canadian-controlled private corpora-
tion, defined, 309
Canadian resource properties, 124-
125, 210
Capital cost, undepreciated, 115-118,
267, 381
Capital dividend account, 263-267
capital gains inclusion rate, 263-265
components, 263
excess capital dividend, 266
filing election, 266-267
sample calculation, 265
Capital gains
calculation, 290-291
non-residents, 306
qualified small business corporation
share defined, 201
small business corporation defined,
201
Capital gains exemption
individual, 203
cumulative net investment loss
(CNIL), 203
non-residents, 308-309
principal residence exemption, 192
small business corporation shares
24-month holding period, 201
alternative minimum tax (AMT),
203-204
conditions, 202-203
ownership test, 201
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Capital loss, utilization by beneficiary,
estate or spousal trust, 364-366
Capital loss strategy, 341-353
Capital losses, 238-240, 341-353
application, 238-240
calculation, 290-291
Canadian private corporation, 342-
345
capital property, 341
corporate-owned real estate, 351-
353
depreciable property, 346-347
disposition by graduated rate estate,
341-342
estate, 292, 341-353
exemption reduction, 240
first taxation year, 341, 345
foreign corporation, 350-351
partnership, 348-349
stock options, 347-348
Capital losses, carryback election, 341
Capital losses, superficial loss rules,
238
Capital property, 110-111
capital losses, 341
disposition of, 110-111, 309-310
cost, 112-114
depreciable property, 115-118
other than depreciable, 110-111
outlays and expenses, 114
partnership interest, 118-121
proceeds, 112
trust interest, 121-122
See also Deemed disposition of
assets
life estate, 111-112
Change of control rules, 407-408
Charitable gifts/donations, 7-8, 213-
233
60-month estate, 222-223
capital gains tax relief, 220
cultural, and ecological property,
231-233

direct designation, RRSP, RRIF,
TFSA, 229
donation in kind, 219
eligible amount, 217-218
intent, 223-224
life insurance policy, 228-229
non-qualifying securities, 229-231
proof of gift, 218-219
tax credits, individuals, 214-215,
292
tax receipts, 218-219
tax relief at death, 220-223
75% income limitation, 220-221
carryback exception, 222
total gifts, 215-217
See also Gift by Will; Donations
Claims against the estate, 187-190
Common-law partner, definition, 20-
21
Computation of income, see Income
Conflicts of laws, 180-181, 188-189
Cumulative Canadian development
expense (CCDE), 124
Cumulative Canadian oil and gas
property expense (CCOGPE), 124

D
DPSP, see Deferred Profit-Sharing
Plan
Death benefit, 46-48
CRA Views, 46-48
general rules, 46
Debt forgiveness rules
deceased as creditor, 241-242
deceased as debtor, 241-243
Deceased, related to the estate, 17-18
Deemed disposition of assets, 5, 108-
156
alter ego and joint partner trusts,
141-142
attribution, 137-138
capital losses, first taxation year,
341
family farm corporation shares, 151
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family farm partnership, 151
family fishing corporation shares,
151
family fishing partnership, 151
former Canadian resident, 315
land inventory, 206-207
loans receivable, 211-212
NISA, 125
partnership interest, 207-208
personal use property, 154, 209-210
personal-use property, capital loss,
209-210
rental income, 40-42
resource property, 210
rules, 109
small business corporation shares,
146-148
V-Day value, 155
capital property, 155
depreciable property, 155-156
worthless assets, capital losses, 208-
209
See also Property, disposition of;
Farming property; Fishing prop-
erty; Testamentary trust
Deferred Profit-Sharing Plan (DPSP),
100
Distribution, Canadian resident trust,
389
Distributions
deemed disposition, see Deemed
disposition of assets
generally, 390-391
non-residents beneficiaries, 388-390
Donations, made by Will, 170, 392
unused donations, 409
See also Charitable gifts
Double taxation, 3-4, 328, 337, 338,
349
reduction or elimination, 369-370

E
EPSP, see Employees’ Profit Sharing
Plan
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Eligible capital property, 122
Employees’ Profit Sharing Plan
(EPSP), 101
Employment income
CRA Views, 37-38
general rules, 34-37
taxable benefits, 37
Estate, arm’s length, 14, 16-18
Estate freeze, 373, 396-399
Estate planning pre-death, 13, 395-403
donation strategy, 399
family cottage, 403
family debts, 403
insurance strategies, 401
objectives, 396
RRSP/RRIF, 401-402
small business corporation, 400-401
spousal rollover, 399-400
Estate tax, 108. See also Disposition of
assets; U.S. estate tax
Estate tax system, see Tax systems,
world
Executor
defined, 303
liability, 303
Executor fees, 392-393
Exempt income
disability payments, 74
First Nations on reserve, 74
foreign income, by treaty, 73
social assistance, 75

F
Farming and fishing income, see
Income
Farming property
lifetime capital gains exemption,
153-154, 204-205
qualified, defined, 205-206
special rollover provisions
eligibility, 149, 206
not to apply, 153
special rollover provisions to child,
149, 170
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conditions, 149
vested indefeasibly, 142-146
transfer at death, 152
Filing due date
deceased taxpayer, 287-289
estate, 289-290
estate or testamentary trust, 289-
290
individuals, 287-289
rights or things, 285-286
Fishing property
lifetime capital gains exemption,
153-154, 204-205
qualified, defined, 205-206
special rollover provisions
eligibility, 149, 206
not to apply, 153
special rollover provisions to child,
149, 170
conditions, 149
vested indefeasibly, 142-146
transfer at death, 152
Foreign accrual property income
(FAPI), 329-332
Foreign assets, 11-12, 319-335
foreign domicile, 328
implications Canadian income tax,
320-323
Foreign corporations, 328-333
controlled foreign affiliate, 329-330
dividend distributions, 331-333
foreign affiliate, 328-329
implications at death, 330
U.S. LLC, 333

G
Gift by Will, 223-225
art, 226-227
capital property, 225-226
donations, 392
intent, 223-224
no encroachment of capital by
trustee, 223
stipulated amount, 224-225
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Goodwill disposition, 122-123
Graduated rate estate (GRE), 168-169

H
Home Buyer’s Plan (HBP), 96-97

I
IRA, see Individual retirement ac-
count
Income, 28, 77
alimony, 52-53
attribution, see Income attribution
rules
averaging annuity contract, 69
business, 42
capital gains/allowable capital los-
ses, 70; see also Capital gains,
Capital losses
computation of, 29-30
death benefit, 46-48
deemed realization of, 4-5, 100, 306
dividend, 39-40
employee stock options, 61-68
50% deduction, 62-63
Canadian-controlled private cor-
poration, rules, 63
deferral for public company
shares, 63-64
general rule, 61-62
summary of rules, 64-65
taxation on death, 65-68
employment, see Employment in-
come
exempt, 73-75
disability payments, 74
First Nations Persons, 74
foreign income, 73
social assistance, 75
farming, 43-44
fishing, 44
flow-through shares, 71
interest, see Interest income
investment tax credit, 75
partnership
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basic rules, 53-54
cessation, 54
cessation on death, 54-57
CRA interpretation, 59-61
elective tax return, 243-246
residual interest, 57-58
special rule of two periods, 59
pension, 44-45
CRA Views, 45
general rules, 44-45
unregistered plan, 103
pension income splitting, 26, 75
periodic, 31-33, 34, 90
professional, 43
proration of, 290
rental, 40-42
retiring allowance, 70-71
royalty, 42
RRSP deduction in year of death,
75-76
RRSPs/RRIFs, 52
See also Registered Retirement
Savings Plan (RRSP); Regis-
tered Retirement Income Fund
(RRIF)
shareholder loan, 71-73
split, see Tax on split income
(TOSI)
trust and distributions, see Trust
year of death, 28-88
Income, non-taxable components, 412
Income attribution rules, 23
Income tax return, personal, 9-10
Income to date of death, 4, 306
Individual retirement account (IRA),
104
other U.S. deferred plans, 104-105
Inheritance tax system, see tax sys-
tems, world
Insolvent estate, 304
Insurance, 8, 180, 249-267
will, 180
See also Life insurance policy
Interest income, 38-39

Intestacy
defined, 183
estate administration, 184
reasons for, 183-184
tax significance, 6, 185
Investment tax credit, 75

J
Joint tenancy, 172-175
Jointly-held property, 6-7, 172-175

L
Land inventories, 105, 125, 206-207
deemed disposition of, 125, 135
Legal representative
defined, 303
liability, 303
Life estates, 111-112
Life insurance policy
common structures, 259-263
corporate-owned, 251-252, 260
criss-cross arrangement, 262-263
definitions, 252-253
personal, types, 249-250
terms, 252-253
testamentary trust, 182
Life insurance proceeds on death, 253-
259
Life Long Learning Plan, 97-98
Loans receivable, 211-212

M

Medical expenses, tax credits, 169-170,
235-237, 291-292

Missing persons, 21-22

N
NISA at death, 125
Non-residents, 305-317
former Canadian resident, 315
income, 305
rental, 313-315
See also Income, deemed reali-
zation of
registered plans, 316-317
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special rules
business assets, 311
Canada-U.S. tax convention,
312-313
capital loss, 309-310
CCPC status, 309
certificate of compliance, 311-
312, 389
land inventory and resource
property, 311
no lifetime capital gains exemp-
tion, 308-309
no spousal rollover, 308
See also Deemed disposition
of
stock options, 315-316
taxable Canadian property, 306-307
taxes, 305-306
treaty exemptions, 307
trust, 333-335

o

Old Age Security (OAS) payments, 50-
52
CRA Views, 51-52
general rules, 50

|
Partnership, 348-349
interest, 207-208
Partnership estate freeze, 406-407
Partnership income, see Income, part-
nership
Partnership taxation, 406
Payment of tax, 9-11, 293-294, 409
Pension income, see Income
Personal-use property, 154, 209-210
Periodic income rule, 34, 37, 40
Personal effects, 175
Pipeline strategy, 358-362
capital gains exemption, 360-361
Principal residence, 192-200
deemed disposition, 146
general rules, 192-194

lot size, 193-194
multiple properties, 195-200
one property, 194-195
special asset, 192
capital gain, 192
specified beneficiary defined, 197
Professional fees, deductions, 299, 411
Professional income, see Income
Property, 108
deemed disposition of, former Ca-
nadian resident, 315
disposition of, 108-109
attribution, 137-138
death of spouse or common-law
partner, 138-141
multiple properties
principal residence designa-
tion, 195-196
spouse or common-law part-
ner, 195
principal residence, 146-148, 192-
194
capital gains exemption, 192
spousal rollover, 125-126
intestacy, 184
spouse or common-law partner,
195-196, 197-198
specified beneficiary, 197-198
vested indefeasibly, 142-146
child, 147; See also Farming
property; Fishing property
See also Deemed disposition of
assets
foreign, 181
joint tenancy v. tenants-in-com-
mon, 172-175
life interest, 276
right of survivorship, 172
Proration of income, 290

R

RCA, see Retirement Compensation
Arrangement

RDSP, see Registered Disability Sav-
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ings Plan
RESP, see Registered Education Sav-
ings Plan
RPP, see Registered Pension Plan
RRIF, see Registered Retirement In-
come Fund
RRSP, see Registered Retirement
Savings Plan
Registered Disability Savings Plan
(RDSP), 99-100
Registered Education Savings Plan
(RESP), 98
Registered Pension Plan (RPP), 101
Registered Retirement Income Fund
(RRIF), 95-96
income, 52
rules at death, 96
Registered Retirement Savings Plan
(RRSP), 90-94
deduction in year of death, 75-76
general rule, 90
income, 52
matured, 92-94
refund of premiums, 90-92
value decrease, 92
Registered Supplementary Unemploy-
ment Benefit Plan (RSUBP), 101
“Related”, 14-16, 17-18
Rental income, 40-42
Reserves in year of death, 101-103
capital gains, 102
general rules, 101-102
land inventory, 102-103
other
debt forgiveness, 103
unearned commissions, 103
Residence, 22
Resource properties, 124-125, 210
Retirement Compensation Arrange-
ment (RCA), 48-50
Retiring allowance, 35, 70-71
Return, deceased taxpayer’s, 9-10,
283-284
Rights or things, 33-34, 246, 285-286
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Royalty income, 42
RRSP/RRIF, pre-death tax planning,
401-402

S
Sale of property, disposition of assets,
109-110
Shareholder loan, 71-73
Small business corporation, See also
Capital gains exemption, small
business corporation shares
capital gains exemption, 201, 400-
401
defined, 201
Small business corporation shares,
146-148, 201-204, 400-401
Special rule income, 59
Special rules and elections, 8, 35, 43,
52, 204, 235-248
Splitting of Pension Income, 75
Spousal claims, 6, 181, 407
basis of, 187-188
conflicts of laws, 188-189
income tax implications, 189-190
Spousal or common-law partner trust,
149, 153, 170-172
farming property, 149-151
See also Farming property
fishing property, 149-151
See also Fishing property
intestacy, 185
tainted, 130-131, 287
transfer from, 153
vested indefeasibly, 142-146
will, 170-172
will variation, 179-180
Spousal rollover, 237
additional conditions for trusts,
128-130
automatic, 133-135
conditions, 126
election not to apply, 135-137, 237
tainted, 130-133
transfer or distribution, 125-128
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will, 170-172

Spousal rollover, estate planning, 399-
400

Spouse, definition, 20-21

Step-up strategy, 353-358, 408

Stock options, see Income

Stop-loss rules and share redemption
on death, 366-369

T

Tax assessments, payments, filings, 9-
11

Tax clearance certificate, 393

Tax credits, 291-292

Tax filings, 9-11, 283-292

Tax-Free Savings Account (TFSA),
98-99

Tax instalments, 248

Tax issues of estates, 13

Tax on split income (TOSI), 23-26, 61

Tax planning, 337-373
estate, 13
pipeline plan, 358-362
post-mortem, 12, 337-373
step-up plan, 353-358

Tax returns, 283-292
amendments to prior year return,

292
appeals, 295-297
balance-due date, 293-294
capital gains and losses, 290-291
CRA assessment, 294-295
elective, 243-246
filing due dates, 287-290
graduated rate estate, 246
introduction, 283-284
investment tax credit, 75
partnership income, 246
payment of tax, 293-294
proration of income, 290
rights and things, 246
types, 284-286
graduated rate estate, 286
capital losses of, 292

rights or things, 285-286
stub period, 286
Tax systems, world, 3-4, 320
Taxable Canadian property (TCP),
defined, 306-307
Taxation year, 290
Tenants-in-common, 172-175
Testamentary expenses, tax sig-
nificance, 169
Testamentary spousal or common-law
trusts, 385-386
Testamentary trusts, 375-387
21-year rule, 387
cost of assets acquired, 381
creation, 375-376
income and distributions, 382-385,
386-387
insurance funded, 182
qualification, 377-378
taxation, 378-381
Transfer of property, 17, 174, 216
Trust
alter ego and joint partner, 141-148,
181
inter vivos, 141, 181
revocation provision, 181
income from, 68-69
insurance funded, 182
non-resident, 333-335
personal, 18, 121-122, 208
testamentary spousal, 385-386
Trust interest, 7, 121-122, 208, 276
Trusts created by Will, 175-176

U

U.S. beneficiaries, see Beneficiaries,
U.S. persons

U.S. estate tax, 323-327
grandfathering, 327
non-resident alien (NRA), 325-326
rules, 326
single purpose corporation, 327
treaty provisions, 326-327

Unregistered pension plan, 103
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v
Valuation, 8-9, 269-281
antiques, art, collectibles, 271-272
costs of disposal, 276-277
CRA Views, 278-281
Introduction, 269-270
life interest, 276
personal effects, 271
personal goodwill, 278
private corporations, 273-275
real estate, 275
shareholder loans, 278
trust interest, 276
voting control premiums, 277-278
V-day value, 155-156
Voluntary disclosure, 10, 288, 300-303

w
What’s new, xix-xxi
Wills, 159-182
absence of, 183
See also Intestacy
allocation of assets, 170
conflicts in law, 188-189
generally, 167-168
intestacy, see Intestacy
layout and example, 160-167
minimize probate tax, 167
personal effects, 175
spousal claims, 6
tax significance of, 5-6
validity of, 160
variations, 179-180
Withholding taxes, 311, 313-314, 316, 391-392
World tax systems, 3-4
Worthless assets, 208-209

Y
Year of death,

income in, see Income
RRSP, 70-71
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