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relief, fiscally transparent 
entities, 5:89, 5:96 

adjustments resulting from 
reorganizations, 5:95 

capital gains from dispositions 
of foreign affiliate shares, 
5:86 

capital losses from dispositions 
of foreign affiliate shares, 
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—Cont’d 

Taxable surplus and deficit—Cont’d 
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DIVIDENDS—Cont’d 
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DIVIDENDS—Cont’d 
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INCOME (FAPI)—Cont’d 
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13:27 

see also administrative matters 
Tracking arrangements, 3:38 to 

3:43 
Trading or dealing, 3:45 
Transaction between Canadian 

taxpayer and foreign affiliate, 
14:2 

FOREIGN AFFILIATE DUMPING 
Application conditions, 12:2 to 

12:13 
control by non-residents, 12:4 to 

12:12 
actual, 12:4 
attributed, 12:4 
contrived control, 12:9 to 

12:11 
deemed control, 12:5 to 12:8 
non-control, 12:5 to 12:8 

foreign affiliate status, 12:3 
Consequences, 12:22 to 12:32 

deemed dividends, 12:30, 12:31 
paid-up capital offset, 12:24 to 

12:29 
planning, 12:32 

Investment, 12:14 to 12:21 
debt obligations, 12:18 

general, 12:18 
PLOI, 12:19 
term extensions, 12:20 

direct share, 12:16 
general, 12:14 
indirect share, 12:17 
investment, defined, 12:15 
options and interests, 12:21 

Most-closely-connected exception, 
12:37 to 12:40 

excluded investments, 12:40 
executive decision-making, 12:39 
Explanatory Notes, 12:37 to 

12:40 
examples, 12:37 to 12:40 

FOREIGN AFFILIATE DUMPING 
—Cont’d 

Most-closely-connected exception, 
12:37 to 12:40—Cont’d 

general, 12:37 to 12:40 
paragraph 212.3(16)(a), 12:38 
paragraph 212.3(16)(b), 12:39 
paragraph 212.3(16)(c), 12:39 
paragraph 212.3(19), 12:40 
paragraph 212.3(23), 12:40 

Paid-up capital reinstatement, 12:33 
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corporate reorganizations, 12:42 

to 12:47 
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GENERAL ANTI-AVOIDANCE 
RULE (GAAR)—Cont’d 

Subsection 95(6) and, 8:2 to 8:9 
Administrative developments, 

8:3 
General, 8:2 
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Surplus stripping cases, 8:7 
Treaty shopping cases, 8:9 
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(GLOBE RULES) 
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B, 16:55 
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16:78 
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election, 16:62 
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losses, 16:59 
fair value and impairment 

accounting, election, 
16:77 

hedging currency risk, elec-
tion, 16:61 

included revaluation method 
gain or loss, 16:63 

insurance companies, 16:74 
insurance reserves, 16:60 
marketable transferable tax 

credits, 16:71 
net tax expense, 16:56 
other tax credits, 16:72 

GLOBAL BASE EROSION RULES 
(GLOBE RULES)—Cont’d 

Computation GloBE income or loss, 
16:53—Cont’d 

adjustments in computing GloBE 
income or loss, subdivision 
B, 16:55—Cont’d 

pensions expense, 16:67 
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losses, 16:81 
policy disallowed expenses, 

16:65 
prior period errors and changes 

in accounting principles, 
16:66 
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adjustments, 16:57 
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16:80 

qualified refundable tax 
credits, 16:70 
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16:75 
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expense, election, 16:76 
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tion, 16:79 
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History, 16:2 
OECD, 16:1 to 16:28 
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to 16:26 
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GLOBAL BASE EROSION RULES 
(GLOBE RULES)—Cont’d 

Sets of rules, 16:3 to 16:14 
—Cont’d 

qualified domestic minimum 
top-up tax (QDMTT), 16:6 

subject to tax rule (STTR), 16:4 
undertaxed profits rule (UTPR), 

16:14 

GLOBAL MINIMUM TAX 
Overview, 16:1 to 16:28 

GLOBAL MINIMUM TAX ACT 
(GMTA) 

Adjusted Covered Taxes (ACT), 
16:82, 16:83 

additions, 16:93 
computation of, 16:82 
definition of, 16:83 
expensed, 16:94 
GLoBE loss deferred assets, 

16:95 
reductions, 16:97 
uncertain tax positions, 16:96 

Base Erosion and Profit Shifting 
(BEPS), 16:2 

Covered taxes, 16:84 
allocation of, 16:98 

controlled foreign companies, 
16:101 

distributions, 16:103 
hybrid entities, 16:102 
permanent establishment, 

16:99 
tax transparent entities, 16:100 

charged by reference, retained 
earnings and corporate 
equity, 16:87 

deferred expense, 16:88 
exclusions, 16:89 
foreign tax credits, 16:90 

definition of, 16:84 
equity/OCI, amount recorded in, 

16:91 

GLOBAL MINIMUM TAX ACT 
(GMTA)—Cont’d 

Covered taxes, 16:84—Cont’d 
general application, taxes 

imposed in liew of an 
Income or profits tax of, 
16:86 

general government, defined, 
16:84 

imposed in lieu of an Income or 
profits, 16:86 

income or profits, 16:85 
Key definitions, 16:31 

constituent entity & excluded 
entity, 16:33 

controlling interest, 16:38 
entity, 16:32 
fiscally transparent, 16:40 
flow-through entity, 16:40 
group, 16:44 
group entity, 16:45 
hybrid entity, 16:41 
intermediate parent entity, 

16:35 
MNE group, 16:46 
ownership interest, 16:37 
partially-owned parent entity, 

16:36 
permanent establishment, 

16:39 
qualifying MNE group, 16:47 
relevant parent entity, 16:36 
reverse hybrid entity, 16:42 
tax transparent entity, 16:43 
tax transparent structure, 16:43 
ultimate parent entity, 16:34 

Liability for tax, 16:52 
Other interpretative rules, 16:48 

currency conversion, 16:51 
flow-through entity, 16:49 
location of entities, 16:50 

Top-up tax payable, 16:52 
Excluded taxes, 16:92 

definition of, 16:92 
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GLOBAL MINIMUM TAX ACT 
(GMTA)—Cont’d 

GloBE Rules 
implementing, 16:29 
interpretation, 16:30 

HYBRID MISMATCH RULES 
Active business income, 15:22 
Application of rules in foreign affil-

iate context, 15:22 
‘‘Branch mismatch arrangements,’’ 

15:1 
Deduction/non-inclusion 

mismatches (D/NI Mismatch), 
15:1 

Deduction restrictions for 
dividends, 15:23 

Brazilian interest on net equity 
(INE) payments, 15:23 

Defined, 15:1 
Double deduction mismatch (DD 

Mismatch), 15:1 
Draft legislative proposals, 15:1 
Global Intangible low-Taxed 

Income (GILTI), 15:7 
‘‘Imported mismatches,’’ 15:1 
OECD Final Report recommenda-

tions, 15:1 
‘‘Specified minimum tax regime,’’ 

15:6 to 15:9 
Technical provisions, 15:2 to 15:21 

conditions for application, 15:3 
to 15:13 

primary rule, proposed subsec. 
18.4(3), 15:3 to 15:9 

secondary rule, proposed 
subsec. 12.7(2), 15:10 to 
15:13 

general exception, proposed 
subsection 18.4(5), 15:14 

notional interest expense, 
proposed subsec. 18.4(9), 
15:15 

operative rules, 15:16, 15:17 
primary rule, consequences, 

15:16 

HYBRID MISMATCH RULES 
—Cont’d 

Technical provisions, 15:2 to 15:21 
—Cont’d 

operative rules, 15:16, 15:17 
—Cont’d 

secondary rule, consequences, 
15:17 

other rules, 15:18 to 15:21 
interpretation rule, 15:18 
multiple recipients, 15:20 
specific anti-avoidance rule, 

15:21 
tiered partnerships, 15:19 

ICELANDIC 
SAMEIGNAFR&EACUTE;LAG 

Generally, 2:8 

IMMIGRATION 
Generally, 6:34 

INCOME FROM ACTIVE 
BUSINESS 

See also income from business 
other than active business 

Avoidance considerations, 3:123 
Distinguished from income from 

property, 3:2 to 3:45 
Subparagraph 95(2)(a)(i), 3:108 
Subparagraph 95(2)(a)(ii) 

clause 95(2)(a)(ii)(A), 3:110 
clause 95(2)(a)(ii)(B), 3:111 to 

3:118 
borrowing, make distributions 

or repay previous 
indebtedness, 3:117 

interest on money borrowed to 
acquire partnership inter-
est, 3:115 

in the year or subsequent taxa-
tion years, 3:113 

multiple-tiered financing 
arrangements, 3:112 

payments received from a 
partnership, 3:116 

transfer pricing issues, 3:114 
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INCOME FROM ACTIVE 
BUSINESS—Cont’d 

Subparagraph 95(2)(a)(ii)—Cont’d 
clause 95(2)(a)(ii)(C), 3:119 
clause 95(2)(a)(ii)(D), 3:120 
generally, 3:109 to 3:120 

Subparagraphs 95(2)(a)(iii)—(vi), 
3:121 

Taxable earnings, 3:122 
Transitional provisions, 3:106 

INCOME FROM A 
NON-QUALIFYING 
BUSINESS 

Generally, 3:78 

INCOME FROM BUSINESS 
OTHER THAN ACTIVE 
BUSINESS 

See also income from active busi-
ness 

As a component of FAPI, 3:46 to 
3:77 

Indebtedness and lease obligations 
certain partnerships, 3:76 
de minimus rule, 3:72 
exceptions 

Canadian income, 3:67 
currency transactions of 

financial institutions, 3:69 
life insurance sector, 3:71 
property outside Canada, 3:66 
recharacterized income, 3:68 
regulated affiliates with 

substantial market pres-
ence, 3:70 

specified deposits with 
prescribed financial 
institutions, 3:65 

excess liquidity loans, 3:75 
general rule, 3:63 
incidental income, 3:73 
securities transactions, Canadian 

bank and its foreign affili-
ates, 3:74 

INCOME FROM BUSINESS 
OTHER THAN ACTIVE 
BUSINESS—Cont’d 

Insurance or reinsurance 
generally, 3:56 to 3:62 
de minimus rule, 3:60 
incidental income, 3:61 
insurance swaps, 3:62 

anti-avoidance provision, 3:62 
payment or deductibility of 
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