Canadian

Income Tax Act
with Regulations,
- Annotated

94th Edition
- 2012 Autumn

Academic
Edition

& ccH

a Wolters Kluwer business



‘Canadian Income Tax Act

with Regulations, Annotated

94th Edition
2012 Autumn

-R.S.C. 1985, c. 1 (5th Supp.), as amended
Consolidated to July 3, 2012

» Income Tax Application Rules, R.S.C. 1985, c. 2 (5th Supp.), as amended
« Canada-U.K. Tax Convention as amended by Protocols

« Canada-U.S. Tax Convention as amended by Protocols

+ Technical Explanation of Canada-U.S. Tax Convention

« Technical Explanation to Third, Fourth and Fifth Protocols

+ Income Tax Conventions Interpretation Act

* Interpretation Act

+ Pending Amendments, including Draft Legislation concerning
Non-Resident Trusts, Foreign Affiliates,

Reporting of Tax Avoidence Transactions,

Pooled Registered Pension Plans,

and Numerous Technical Amendments

and Explanatory Notes

» Selected News Releases

« Department of Finance Comfort Letters

* History Notes

) + Editorial Notes

* Referpngps to Related Sections ard Regulatio

[}

i (0 Wl yar ] ! i '
sReler hij toﬁrj gp?re;iiei ul!léti',n

Inf r’vﬁitj Eir l&s, CﬁA oirbhs d ide
Technic Ne cted Te _&Kal Int . tion
Canadian Tax Hpunddus Articl ﬁther?g_ﬁ Btio

« Selegted!Case Aﬁ%’ta«tio

« Tax Rates and Other Reference Tables
+ Topical Index

C C H CCH'Canadian Limited
Yo 300-90 Sheppard Avenue East
. Toronto ON M2N 6X1
a Wolters Kluwer business Telephone: 416 224 2248 + Toll Free: 1800 268 4522

Fax: 416 224 2243 - Toll Free: 1 800461 4131
www.cch.ca



Published by CCH Canadian Limited

Important Dlsdalmer This pubhcatlon is:sold. with the understandmg that (1) the.authors and editors are not responsible for the
results of any actions taken on the basis of information in this work inor for-any errors or omissions; and (2) th: publisher is not
engaged in rendering legal, accounting or other professional services. The publisher, and the authors and editors, :xpressly disclaim
all and any habﬂlty to any person, whether a purchaser of this publication or not, in respect of anythmg and of th¢ consequences of
anything done or omitted to | be done by any such person in relianee, whether whole or partial, upon the whole »r any part of the

contents of this publication. If legal advice or other expert assistance is required, the services of a competent pofessional person
should be sought.

CCH

a Wolters Kluwer business

© 2012, CCH Canadian Limited

All rights reserved. No part of this work covered by the publisher’s copyright may be reproduced or copied in any form or by any

means (graphic, electronic or mechanical, including photocopying, recording, taping, or information and retrieval systems) without
the written permission of the publisher.

A licence, however, is hereby given by the publisher:
(a) to a lawyer to make a copy of any part of this publication to give to a judge or other presiding officer or to other parties in
making legal submissions in judicial proceedings;
(b) to a judge or other presiding officer to reproduce any part of this publication in any decision in judicial proceedings; or
(c) to anyone to reproduce any part of this publication for the purposes of parliamentary proceedings.
“Judicial proceedings” includes proceedings before any court, tribunal or person having authority to decide any matter affecting a
person’s legal rights or liabilities.

Typeset by CCH Canadian Limited.
Printed in the United States of America.



Editorial Board

Fraser Milner Casgrain LLP PricewaterhouseCoopers LLP
Paul Bleiwas LL.B. Ruby Lim CA
Jules Lewy B.C.L,, LL.B. Sheryl Mapa CA
Zahra Nurmohamed LL.B. |.D. Louis Provenzano CA

Matthew Peters LL.B,, LL.M.
Tony Schweitzer LL.B., LL.M.

Minden Gross LLP . Thorsteinssons LLP
David Louis B.Com., ].D.,CA Michael Colborne LL.M.
Samantha Prasad B.A., LL.B. Michael Mclaren B.Sc., LL.B.

Joseph Frankovic LL.B,, LL.M,, Ph.D., CFA
Larry Murray B. Comm., FCA

CCH Canadian Limited
Robert Boucher CA
Susan Peart CA, LL.M.
Robert Spenceley M.A,, LL.B.

CCH

a Wolters Kluwer business



Foreword

The 94th Edition of the CCH CANADIAN INCOME TAX
ACT WITH REGULATIONS, ANNOTATED contains the consoli-
dated text of the Income Tax Act, RS.C. 1985, c. 1 (5th
Supp.), the transitional provisions known as the Income
Tax Application Rules, R.S.C. 1985, c. 2 (5th Supp.), and the
Income Tax Regulations. This Edition consolidates all
amendments made by legislation passed by Parliament and
all regulations promulgated on or before the date of publi-
cation, July 3, 2012.

The “Fifth Supplement” version of the Act was pro-
claimed in force on March I, 1994, replacing the former
version of the Act (S.C. 70-71-72, c. 63). The former Act,
which reflected the 1972 tax reform legislation, replaced
the earlier Income Tax Act, RS.C. 1952, c. 148, effective
January 1, 1972. Information on the “Fifth Supplement” is
included in this book at page Ixix. Also included, at
page Ixxi, is a Table of Concordance listing sections of the
Act that have been reformatted in the new version. For a
record of all Acts that have amended the Income Tax Act,
R.S.C. 1985 (5th Supp.), see page Ixxix.

Conveniently located at the front of the book for
handy reference are several charts. These charts show the
2012 federal and provincial tax rates and personal tax
credits, as well as prescribed interest rates, automobile rates
and limits, annual average exchange rates for major curren-
cies, capital cost allowance rates, tax calendar, lists of dead-
lines, offences, and penalties under the Act, and rates of
withholding tax on selected types of payments under the
tax conventions signed by Canada.

All pending amendments to the Act issued on or
before July 3, 2012 are reproduced in place. Each proposal
appears in a greyed box immediately following the provi-
sion affected. Similarly, all draft regulations outstanding at
the time of publication are reproduced in place throughout
the Regulations. Department of Finance Explanatory
Notes to pending amendments are included as well. Fed-
eral Budget proposals not yet enacted, government press
releases outlining proposed changes to income tax provi-
sions, and Department of Finance comfort Iletters
describing possible future amendments are also repro-
duced in greyed boxes following the provisions to which
they relate. See the list of proposed amendments for the Act
at page Ixxxi and for the Regulations at page Ixxxv.

Helpful, in-depth historical notes outlining the evolution
of the Act and Regulations have been added by CCH at the end
of each section. These notes are essential to the interpretation
of the Act and Regulations in both current and prior taxation
years. The notes begin with Bill C-15, which received Royal
Assent on May 12, 1994 (S.C. 1994, c. 7) and implemented the
amendments to the “Fifth Supplement” from November 30,
1991 to July 1, 1993. The full text of each provision as it read
prior to an amendment is included in the history notes.

Many useful cross-references have been incorporated at
the end of sections of the Act and Regulations. These
cross-references direct you to a regulation, section of the Act,
definition, form, guide, Interpretation Bulletin, Information
Circular, Advance Tax Ruling, Technical News, SR&ED Appli-

cation Policy, Registered Plans Directorate Newsletter, Regis-
tered Charities Newsletter, or to an article in TAX TOPICS, TAX
PROFILE, CANADIAN TAX JOURNAL, CONFERENCE REPORT, or the
CANADIAN PETROLEUM TAX JOURNAL that applies to the partic-
ular section. In situations where a reference applies to the
section as a whole, it is noted following subsection (1) of the
section, rather than for each subsection. If subsection (1) is a
series of definitions, the general reference is noted in the
charging subsection for that section. You will also find many
case annotations throughout the book, which provide practical
illustrations of how various provisions have been interpreted by
the courts. Selected references to CRA technical interpretations
and rulings have been added for certain provisions. These are
listed under the heading TAX WINDOW FILES. As well, with input
from members of the Editorial Board for CCH’s INCOME TAX
ACT WITH REGULATIONS, ANNOTATED, descriptive editorial notes
have been added for certain provisions. These are generally
located between the history notes and the cross-references.

The full texts of the Canada-US. and Canada-UK.
Tax Conventions consolidated with amending protocols
and full-text history notes are reproduced in this book. Also
included are the “Technical Explanations” of the
Canada-U.S. Tax Convention and the Third, Fourth and
Fifth Protocols issued by the U.S. Treasury Department
and endorsed as authoritative by the Canadian Depart-
ment of Finance.

Other features contained in this book include:

e a list of Department of Finance comfort letters that
are reproduced throughout the Act and Regulations;

e a list of the tax conventions signed by Canada and
those under negotiation;

e several relevant Remission Orders;
e a detailed sectional list of the Income Tax Act,

e a detailed sectional list of the Income Tax Regula-
tions;

e the full texts of the Income Tax Conventions Interpre-
tation Act and the Interpretation Act; and

e an easy-to-use, comprehensive Topical Index.

In the publication of this book, meticulous care has
been exercised to set out an exact reproduction of the
Income Tax Act and the Income Tax Regulations with all
amendments incorporated in place. Some changes in
printing style have been adopted, however, both for conve-
nience and to improve readability. For example, marginal
notes appearing in the official statute have been repro-
duced in boldface type in the first line of the section or
subsection to which they apply, and in some places, where
no marginal notes appear in the official statute, marginal
notes have been inserted by CCH in square brackets. None
of these changes affects the substance, punctuation, inden-
tation, or wording of the statute.

July 3, 2012 CCH Canadian Limited



Current Tax Rates and Credits

(From information available as of July 3, 2012)
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Personal Income Tax Rate Components — 2012 (Including Surtaxes)

Basic Tax Surtax
Rates Brackets
15.00% $0
f 22.00% $42,707
Eegeral 2600%  $85.414
29.00% $132,406
Alberta 10.00% $0
5.06% $0
7.70% $37,013
British Columbia 10.50% $74,028
12.29% $84,993
14.70% $103,205
10.80% $0
Manitoba 12.75% $31,000
17.40% $67,000
9.10% $0
New B ick 12.10"/‘; $38,190
ew Brunswic| 12.40% $76.380
14.30% $124,178 No surtax
7.70% $0
s iy 12.50% $32,893
13.30% $65,785
5.90% $0
Northiwest Territort 8.60“/: $38,679
orthwest Territories 12.20% $77.360
14.05% $125,771
8.79% $0
14.95% $29,590
Provincial or Nova Scotia 16.67% $59,180
Territorial 17.50% $93,000
21.00% $150,000
4.00% $0
N ¢ 7.00% $40,721
pintds 9.00% $81,442
11.50% $132,406
5.05% $0
Ontaris 9.15% $39,020 20% of tax above $4,213
11.16% $78,043 +36% of tax above $5,392
12.16%"  $500,000
. 9.80% $0
Prince Edward Island 13.80% $31,984 10% of tax above $12,500
16.70% $63,969
16.00% $0
Quebec' 20.00% $40,100
24.00% $80,200 N ot
11.00% $0 Sialod
Saskatchewan 13.00% $42,065
15.00% $120,185
7.04% $0
Yukon l?gi:ﬁ 2:?1?1 5% of tax above $6,000
12.76% $132,406
7.20% $0
P 3 10.56% $42,707
Non-residents 12.48% $85.414 No surtax
13.92% $132,406

Notes:

1. In Quebec, federal tax is reduced by 16.5% for Quebec’s abatement of basic federal tax.

2. The table reflects Ontario’s new tax on incomes over $500,000. The rate is 13.16% after 2012.

3. Instead of provincial or territorial tax, non-residents pay an additional 48% of basic federal tax on income taxable in Canada
that is not earned in a province or territory. Non-residents are subject to provincial or territorial rates (in this table) on
employment income earned, and business income connected with a permanent establishment, in the respective province or
territory. Different rates may apply to non-residents in other circumstances. '

vii



viii Tables of Rates and Credits

Personal Tax Credits — 2012

The two tables below contain information concerning select non-refundable personal tax credits. The first table contains the federal and
provincial/territorial rates used in the calculation of personal tax credits: The second table shows the value of the credits. Provinces and territories
use their own prescribed amounts to determine their personal tax credits.
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Personal tax credit rates
U (See table below for some limitations)
Federal | Alt. B.C. | Man. | N.B. |Nfld. & | NW.T. N.S. Nun.| Ont. P.E.L Que.' Sask. | Yukon
= Lab.
General facto
- ) 9 10% % | 10.8% | 9.1% |, 7.7% .99 8.79%. | 4%_| 5.05Y 9.8% 20% 11% | 7.04%
Cuariie _(ZORETTI Sammbui ol [ 0L 1090 AR o aih0 P 0ds e ea dBoinf Yo ool 1% | 70
donations Amount over $200] 29% | 21% | 14.7% | 17.4% [17.95%| 133% | 14.05% | 21% [11.5%|11.16%| 16.7% | 24% | 15% |12.76%
Dividend tax credit’ (on Eligibl{ 15.02% | 10% | 10% | 8% | 12% | 11% | 11.5% | 8.85% [5.51%| 6.4% | 10.5% | 11.9% | 11% [15.08%
|grossed-up amount) Non-eligibl{ 13.33% | 3.5% | 34% | 1.75% | 5.3% | 5% 6% 77% | 4% | 45% 1% 8% 4% | 451%
Foderal Maximum value (before surtaxes) of credits that are based on prescribed amounts
A Federal | Alt. B.C. | Man. | N.B. [Nfld. & |[NW.T.| N.S. |Nun.| Ont. P.E.L Que.' | Sask. | Yukon
mounts Yab
[Basic $575 $837 | $634 $475 | §755 |[$2,185
6 ¥ 6
|Spouse $10,822 $1,623 81,728 [ (o071 8932 [ oo [ Tesiq | 9784 | $745 | $488 { o/ $642 N/A—| 31644 | $762
Equivalent to spouse $617
Age 65 $6,720 $1,008 | $482 | $220 | $403 | $409 | $405 | $383 | $364 |$366| $232 $369 | $470' | §$501 | $473
Basic|  $7,546 | $1,132 | $1,333 | $369 | $667 | $678 | $428 | $635 | $645 [$488| $384 | $675 | $497 | $531
Disability ‘Un‘der 18 $303 27 He $304
P p $396 | 8968 6
Infirm dependant $4,402 $660 | $1,000 | $215 | $389 $201 | $260 $176 | $224 N/A $310
$246
(18 or over) $240
Caregiver $395 $431
Pension income $2,000 $300 | $133 | $51 [ $108 | $91 $77 $59 $103 | $80 | 866 $98 $418" | $110 | $141
Child $2,191° $329 N/A NA”T | NA N/A N/A N/A® N/A | $623 | §154°
Adopti $11,440 $1,716 | $1,182 [ $579 [$1,080] N/A | $856 N/A $579 N/A N/AT | N/A | $805
Children’s fitness I 9 $44 10 1" $35
Cridi i st $500 $75 N/A | $25 $54 N/A NA T VA L NA N/A N/A Y
(CC“I‘,‘;;“ k entbn Han $2,307 | 8346 | $231 | $117.7 $249° | $210 [ $178 ‘ $136 | $203 | $92 | S116 | $226 | N/A | $254 | $162
Quebec Pension Plan 12 1
$2,342 351 ) N/A N/A N/A
(QPP) ; s ,
Employment oty g0 $126 | $84 | $43 i $91 ‘ $76 i $65 ’ $50 ‘ $74 ‘ $34 ‘ $42 ’ $82 NA | $92 l $59
Insurance ... Quebe] . .
(EI) in Quebe| $675' $101 0.4 N/A _ N/A! N/A
Canada Employment $1,095 $164 N/A $77
Education Full-time $400 $60 ssz,___}p $10 |- $43 | $36 | 815 | $24 | 18 [ 816 ] $26 [ $39 | $403" | $44 [ $28
(per month) Part-time $120 $18 $20 St ST 1 Sthole$9 | 187 | 35 $5 $3— |  Si2 N/A $13 $8
Textbook _Full-time| 865 | $10 p $3 $5
(per month) Part-time $20 $3 N/A $1 NA $1
X x 1.2 or
ietiod i7" x 1.05
Notes: - Factors at bottom of table increase value of credits to reflect surtaxes."*

1. See below for Quebec’s special credits and rules.
2. The general factor, multiplied by the federal (or provincial/territorial) amount, yields the value of the federal (or provincial/territorial) credit.

3. Eligible dividends are designated as such by the payor. They are grossed up by 38% and include dividends paid by:
e public corporations or other corporations that are not Canadian-controlled private corporations (CCPCs), that are resident in Canada and are subject to
the federal general corporate income tax rate (i.e., 15% in 2012) or
e CCPCs, to the extent that the CCPC’s income is:
o  not investment income (other than eligible dividends'from public corporations); and
o  subject to the federal general corporate income tax rate (i.e., the income is active business income not subject to the federal small business rate).
Non-eligible dividends are grossed up by 25% and include dividends paid out of either income eligible for the federal small business rate or a CCPC’s
investment income (other than eligible dividends received from public corporations).
4. According to New Brunswick’s 2010 and 2011 T1 individual tax returns (and confirmed by a New Brunswick Finance official), the province will maintain
its eligible dividend tax credit rate at 12% for 2010 and subsequent years.
5. Ontario’s top charitable donation credit rate remains 11.16%, although Ontario’s new top rate is 12.16% (13.16% after 2012) on incomes over $500,000.
6. Commencing 2012, caregivers of dependants with a mental or physical infirmity can claim the Family Caregiver Tax Credit. This credit increases the
spouse/equivalent to spouse, infirm dependant, caregiver or child tax credit by $300 (i.e., $2,000 x 15%; to be indexed). Only one Family Caregiver Tax
Credit can be claimed for each infirm dependant. The Yukon has paralleled this credit, with an increase of up to $148 (i.e., $2,000 x 7.04% x 1.05; to be

indexed).

7. In Newfoundland and Labrador, parents can claim a non-refundable tax credit amount equal to the child care expenses that are deductible from their
income. 5

8 A non-reﬁmdable tax credlt for children under six is avallable in Nova Scotia (up to $105 per year) in Nunavut ($48 per year) and Prince Edward Island
(up to $129 per year).

9. In Manitoba, individuals up to age 24 can claim the fitness credit.

10. In Ontario, a refundable tax credit provides up to $53 for a child under 16 (up to $105 for a child under 18 with a disability) for fitness and certain non-
fitness activities.

11. In Saskatchewan, a refundable tax credit provides upto $150 per child aged six to 17'(to 14, before 2012), for cultural, recreational and sports activity fees.
12. Commencing 2012, CPP and QPP amounts differ. ¥
13. In British Columbia, tax credits for, children’s fitness and for children’s arts can be claimed, starting 2012.

14. For taxpayers affected by provmclal/temtonal surtaxes, the value of the credits shown will be higher by the factors indicated. For example, to a taxpayer in
Ontario’s top bracket, the $475 shown for the basic Ontano credit would be worth $741 (i.e., $475 x 1.56),



Tables of Rates and Credits iX

Quebec’s Special Credits and Rules — 2012

The following special rules apply to Quebec’s non-refundable tax credits: ; v »

e the minimum basic personal credit, the Quebec Pension Plan (QPP), Employment Insurance (EI), Health Services Fund and Quebec Parental
Insurance Plan (QPIP) credits are combined into a single basic personal credit equal to $10,925;

e employees, employers and the self-employed must contribute to the QPIP, from which maternity, adoption and parental leave benefits are
paid. As a result, federal EI premiums are lower for Quebec employees than for other employees (3675 instead of $840). A federal credit is
available to individuals for QPIP premiums;

e an adult student can transfer the unused portion of the basic personal credit to a parent, but if this transfer is made, the other dependant (18 or

over) credit of $586 cannot be claimed for that student;

most non-refundable credits, such as the basic personal credit and the age credit, can be transferred to a spouse, if not used by the taxpayer

the age, pension and living alone credits are reduced if net family income exceeds $31,695;

a person that lives alone or with a dependant can claim a credit of $256;

a person that qualifies for the living alone credit and lives with an eligible student is eligible for an additional $317 credit;

the maximum education credit of $403 per term (maximum two terms per year) can be claimed by a supporting Quebec parent (but is not

transferable) for a child under 18 who attends post-secondary school full-time (part-time for infirm dependants);

a student can transfer the unused portion of the tuition and examination tax credits to a parent or grandparent; and

o the medical expense credit is based on the amount by which qualifying expenses exceed 3% of net family income (se€ below for details on the
refundable medical expense credit).

Select Quebec refundable tax credits are listed in the table below.

Details
Adoption 50% of eligible adoption expenses (maximum credit of $10,000)
Child care 26% to 75% of qualifying child care expenses (limits apply)
Caregivers" 2 Maximum credit of $700 plus supplement of $497, which is reduced if the dependant’s income exceeds $22,075

Respite expenses for | 30% of eligible respite expenses paid for the care of a person who resides with the caregiver and has a significant
informal caregivers disability; maximum credit of $1,560 is reduced if family income exceeds $53,465

Maximum credit of $500 for each care recipient can be allocated to a volunteer who provides home respite to
informal caregivers of the care recipient

30% of eligible expenses; maximum credit of $4,680 for independent seniors, and $6,480 for dependent seniors,
aged 70 and over, is reduced if family i income exceeds $53,465; expenses eligible for this credlt will not qualify

Informal caregivers

Home support for

: 2
e for the medical expense credit
Medical 25% of medical expenses ellgxble for the non-refundable credit and 25% of amount deducted for impairment

support products and services; maximum credit of $1,103 is reduced if family income exceeds $21,340
1. The informal caregivers credit consists of separate credits for:

e  informal caregivers who house, in the strict sense of the term, an eligible relative;

e  informal caregivers who cohabit with an eligible relative unable to live alone; and

e certain informal caregivers caring for an elderly spouse (credit is not affected by the spouse’s income).
2. The maximum credit will increase annually to 2016 for the caregivers credit and to 2017 for the home support for seniors credit.

Credits: Federal Limitations and Other Informatioh —'201‘2

This table presents additional information related to federal credits. Other restrictions may also apply. The provinces/territories may have
comparable thresholds and rules.

" To whom the credit Carry-
R may be transferred forward
Tuition Credit available only if at least $100 is paid in fees to an institution Spouse, parent or
Education Credit is $60/month for full-time students and certain disabled part-time students; grandparent
u $18/month for other part-time students (Maximum combined Indefinite
1 - e = tuition, education and
Textbook Credit is $10/month for full-time students and certain disabled part-time students; textbook credits
$3/month for other part-time students transferable is $750)
Credit is based on amount by which qualifying medical expenses exceed the lesser of
Medical $2,109 and 3% of net income (generally, expenses for any twelve-month period ending in | Either spouse may claim
the year can be claimed)

For employees, maximum credit is $472 (in Quebec, $452); self-employed persons deduct
50% of CPP/QPP premiums paid for their own coverage (maximum deduction of $2,307;

in Quebec $2,342) and claim a credit for the non-deductible half of premiums paid N/A
(maximum credit $346; in Quebec $351); self-employed persons do not pay EI premiums

Canada Employment |Credit is based on employment income

CPP/QPP and EI

Transit phss f}‘,;-b:::v:?ﬁ: g?ziglse(momhly or longer) and certain weekly and electronic payment cards Spouse or parent
Student loan interest |Interest must be paid on qualifying student loans | N/A Svidtins
Charitable donati Eligible donations are limited to 75% of net income Either spouse may claim y

Spousal and

equivalent to sp Reduced by any net income of the spouse or qualifying dependant

Infirm d dant Reduced if dependant’s income exceeds $6,420 N/A
c = For providers of in-home care for an adult relative (reduced if relatwe s income exceeds

aregiver $15,033)
Age Reduced if income exceeds $33,884
Pension Maximum credit is $300 Spouse
Child Credit available for each child under 18
Adoption Must be claimed in the year the adoption period ends

Children’s fitness Maximum credit is $75 for children under 16; $150 for children under 18 who qualify for | Either parent may claim
Children’s arts the disability tax credit

Basic|For individuals with severe and prolonged impairment Spouse, parent,
Disability | P ; ; grandparent, child,
isability  Under 18|Reduced if child care expenses and attendant care expenses (claimed as a medical expense grandchild, sibling, aunt,
supplement |for child) exceed $2,578 uncle, niece or nephew




Tables of Rates and Credits

Individual Marginal Rates for 2012
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Reference Material

Tables of Rates and Credits

Individual Marginal Rates for 2012 (continued)
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Tables of Rates and Credits b i ¢y gl
Top Marginal Rates— A 17-Year History
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

[Federal rates (including surtaxes) [ 31.32 [ 30.89 [ 3045 | 29.00 |

Alberta 46.07 [ 45.60 [ 45.17 | 43.71 39.00

British Columbi 54.17 - [ 52.27.] 51.26 | 45.70 | 43.70

Manitob 50.40 50.11 | 48.95 | 48.08 46.40

New Brunswick 51.36 | 51.05 | 50.43 | 49.68 | 48.77 46.84 46.95 46.00 | 43.30

Newfoundland and 5333 52.90 | 51.31 48.64 4704 | 4500 | 4340 4230
Combined Labrador 5
rates (%) ~ Non-resident 46.40 4597 | 4437 22.92
(including ~ Northwest Territories 4437 43.94 | 43.50 42.05 [42.55] 43.05
surtaxes and [Nova Scotia 50.30 | 49.98 | 49.66 | 49.23 | 48.79 47.34 | 48.25 [ 50.00
flattaxes) ©© Nunavut e bony " | 43.94 | 43.50 | 42.05 | 40.50

Ontario 52.92 [ 51.64 [ 50.29 [ 48.75 | 47.86 46.41 [47.97™

Prince Edward Island 50.30 49.55 | 48.79 47.37

Quebec 52.94 [ 53.01 [ 52.61 | 52.18 [ 50.67 | 48.72 48.22

Saskatchewan 51.95 51.58 | 50.79 | 49.73 | 45.00 | 44.50 | 44.00

Yukon 46.55 46.11 | 45.37 | 43.01 42.40
® For Ontario, the 47.97% rate reflects Ontario's new highest tax bracket on incomes over $500,000.

Deferred Income Plan Contributions Limits
The maximum amount deductible RRSP, DPSP and money RPP contribution limits for 2007 to 2013 are as shown:
2007 2008 2009 2010 2011 2012 2013

Dollar
limits:
RRSP $19,000 $20,000 $21,000 $22,000 $22,450 $22,970 $23,820
DPSP $ 10,000 $10,500 $11,000 $11,225 $11,485 $11.910 Indexed*
Money $20,000 $21,000 $22,000 $22.450 $22,970 $23,820 Indexed*
Purchase
RPP

* Increased for increases in the Average Wage
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ﬂ:“v dl‘lﬂ %ﬁ ‘. Tables of Rates and Credits
Federal Corporate Tax Rates — 20062012 (%)

The rates shown are in effect for 12-month taxation years ended December 31. All rate and threshold changes must be prorated for taxation
. years that straddle the effective date.

2006 | 2007 | 2008 | 2000 | 2010 ["2011 | 2012

Basic rate 38
Less: provincial abatement 5y ) | 10
Rate after abatement | 28 A
General and manufacturing  Plus: federal surtax' 1.12 n/a
& processing (M&P) income - General federal rate (before dcductlons) 29.12 28
Lessjl‘f:;e;a;cﬁ;ﬁ‘ff‘°“ o 7.8 | 8.5 9 10 115 13
General federal and M&P rate’ 22.12 11195 19 18 16.5 i 15
Threshold Small business deduction threshold’ $300,000 { $400,000 ] _$500,000
- Active business Jcneral federal rate (before deductions)’ 12912 ‘ 28
g::::g::el:l— -income up to- - Less: small business deduction’ 16- 17
private threshold CCPC small business rate 13.12 11
:grg);;ast)ions General federal rate (before deductions)’ 29.12 | 28
pvestment“Additional refundable tax’ 6.67
CCPC investment income rate 35,79 [ 34.67
Notes:

1. The federal surtax was eliminated on January 1, 2008, resulting in a 1.12% decrease in income tax rates.
2. Recent changes to the general rate reduction and manufacturing and processing (M&P) deduction are shown in the following table.

Changes effective after December 31, 2007,
From "To' - Effective
7% 8:5% January 1, 2008
General rate reduction 85,/% 90? Jaopeay 1, S
and M&P deduction . i  Jaingnhce 0
- 10% 11.5% January 1, 2011
11.5% 13% January 1, 2012

3. The general rate reduction and M&P deduction do not apply to: income benefiting from the small business deduction; investment income of CCPCs;
income of certain ‘corporations (e.g., mutual fund \corporations, mortgage investment corporations and investment corporations); and, until taxation
years beginning after 2006, resource income. For taxation years beginning after October 31, 2011, proposed legislation disallows income from a
personal services business from being eligible for the general rate reduction.

4.7 The'resource income tax rate was 24.12% before January 1, 2007. Commencing January 1, 2007, the rate is the same as the general and M&P rate.

5. The small business deduction applies to active business income earned in Canada of associated CCPCs, up to a threshold. As a result of a clawback,
the small business deduction is reduced if taxable paid-up capital employed in Canada, on an associated basis, exceeded $10 million in the preceding
year. )

Recent changes to the small business deduction and threshold are shown in the following table.

Changes effective after December 31, 2007
From To Effective
Small business deduction 16% 17% January 1, 2008
Threshold up to which
CCPC rate appli $400,000 $500,000 January 1, 2009

6. A 6%% additional refundable tax on investment income applies to investment income (other than deductible dividends) of CCPCs. It is refundable
through the refundable dividend tax on hand (RDTOH) mechanism.
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Other Federal Corporate Tax Rates for 2012

Rate '| Corporations affected Description Special rules
S— Inconlle tax for 2012 is calculated as follows: Corporate income not earned in a province or
caFicdiin'a Basic federal rate 38% temtory is neither: 3
province or 25%' | All corporations Less: General rate reduction -13% o eligible for the provincial abatement; nor
territory General federal rate 25% e subject to provincial or territorial tax
‘ Therefore, the federal rate is 25%, instead of 15%. |  (exceptions apply).
Non-resident corporations,
except: The 25% rate may be reduced by the relevant
e transportation, tax treaty (generally to the withholding tax rate
Branch tix 25% communications and | Applies to after-tax profits that are not invested in ' | on dividends, which is usually 5%, 10% or
iron-ore mining qualifying property in Canada. 15%). Some treaties prohibit the imposition of
companies; and branch tax or provide that the tax is payable
e insurers (other than in — only on earnings exceeding a threshold.
special circumstances).
Applies if: y 7
o a CCPC has designated as eligible dividends |/ corporation subject fo Part I1L ] tax at the
Part I11.1 Tax : 20% rate (i.e., the excess designation was
during the year an amount that exceeds the X .
on Excess B 3 v = 3 inadvertent) can elect, with shareholder
bt 20% or | Canadian-resident corporation’s general rate income pool (GRIP)
Eligible 0 : " concurrence, to treat all or part of the excess
i 30% |corporations at the end of the year; or T i o iy
Dividend = CCPC ligible dividend when it designation as a separate non-eligible dividend,
Designations ; non: it plt)lyls ane 1g_1t T v te". WRERIL iy which case Part I11.1 tax will riot apply to the
A4 PAITIVE paance A8 ow e Ieome amount that is the subject of the election.
pool (LRIP).
Refundable 3314% Private corporations and - | Payable on taxable dividends received from certain
Part IV tax certain public corporations |taxable Canadian corporations. Refundable to the corporation when it pays
Refundable Canadian-Controlled Increases the total federal rate that applies to dividends, through the reﬁu.ldablc dividend tax
erveatmat 6% |Private Corporations investment income of a CCPC to 34.67%. on hand (RDTOH) mechanism, at a rate of $1
Tax ° (CCPCs) P Generally, 26%% of a CCPC’s aggregate for every $3 of taxable dividends paid-.
investment income is added to its RDTOH. .
A notional LCT, calculated as if the LCT rate
and capital tax threshold were 0.225% and -
. . $10 million, respectively, is relevant for certain
Large Before 2006, 1mposed'or.1 taxable capital employed purposes (e.g., a CCPC’s small business limit):
Cornorations Nil— Al comeratians in Canada over $50 million. (The threshold was :
P! P! TG . Before 2008, the portion of the federal surtax
shared by related corporations; associated v e X
Tax (LCT) Corporations in the case of CCPCs,) liability that was the corporation’s Canadian
: surtax liability reduced any LCT liability for the
year or the previous three years (and, before
2006, the next seven years).
Biiks . : Reduced by the corporation’s federal income
P?rt V! App.hes tr benks; gt }oan ZotporEions anq tax liability. Any unused federal income tax
Financial 1.25% Trust and loan life insurance companies with capital employed in Tahir i be annlied to reduce Financial
Institutions ““27% | corporations Canada over $1 billion. The threshold is shared by Lny P li P -
Capital Tax Life institance coripanies | related corpdratiofis: Institutions Capital Tax for the previous three
i years and the next seven.
Notes:
1. Recent changes to the federal rate for income not earned in a province or territory are shown in the following table:
Changes effective after December 31, 2007
From To Effective
32.12% 29.5% January 1, 2008
Income not earned 29.5% 29% January 1, 2009
in a province or 29% 28% January 1, 2010
territory 28% 26.5% January 1, 2011
26.5% 25% January 1, 2012




1) Tables of Rates and Credits

Corporate Income Tax Rates by Province/Territory — 2012 (%)
(General and M&P Corporate Income Tax Rates)

All rate changes must be pro-rated for taxation years that straddle the effective date. Use the rate changes to determine rates for taxation years
ending on December 31, 2008 or later.

Tax holidays may reduce or eliminate provincial tax.

In addition to income tax:

e one province (Nova Scotia) imposes general capital tax on corporations that have a permanent establishment there (see Capital Tax Rates
and Exemptions for 2012); and
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e financial institutions may also be subject to Part VI Financial Institution Capital Tax (sec Other F ederal Corporate Tax Rates for 2012)
and provincial capital taxes (see Capital Tax Rates and Exemptions for 2012).

General and M&P Corporate Income Tax Rates

(for December 31, 2012 year end) (%)

The percentages shown in the table below reflect the combined federal and provincial/territorial corporate rates (general and manufacturing and
processing (M&P)) for a 12-month taxation year ended December 31, 2012, on income allocated to provinces or territories. For Canadian-
controlled private corporations (CCPCs), this table does not apply to:

o the first $500,000 ($400,000 in Manitoba and Nova Scotia) of active business income; and

e investment income.

For more CCPC rates, see table Canadian-Controlled Private Corporation (CCPC) Income Tax Rates.

General and Manufacturing & Processing (M&P)
Basic federal rate 38

Provincial abatement (10)
4% federal surtax’ i n/a
Federal rate (before deductions) 28
General rate reduction’ or M&P deduction’ 13y
4
Federal rate lf
Provincial/Territorial Combined
Alberta 10 25
British Columbia* 10 25
Manitoba’ 12 27
New Brunswick® 10 25
General 14 H 29
Newfoundland and Labrador M&P SH 20
| Northwest Territories 11.5 26.5 |
Nova Scotia =« 16 31
Nunavut 12 27
(7.8 General 11.5H e ke NS |
Pt M&P 10H 25
Prince Edward Island 16 H 31
Quebec’ 11.9H 26.9
10 General 12 At . 2 el A
Saskatchewan M&P Ton 25
General 15 <) | A
- M&:P 25 17.5
H = Tax holidays are available to certain corporations in the provinces indicated.
Notes:
1. The 4% federal surtax was eliminated on January 1, 2008. See footnote 1 to the table, Federal Corporate Tax Rates.
2. Footnote 3 to the table, Federal Corporate Tax Rates indicates when the general rate reduction and M&P deduction do not apply.
3. For recent changes to the general rate reduction and M&P deduction, see footnote 2 to the table, Federal Corporate Tax Rates.
4. Recent and planned British Columbia changes are shown in the following table:
British Columbia changes effective after December 31, 2007
From To Effective
12% 11% =5 July 1, 2008
11% 10.5% January 1,2010
fgherel and H3ER 10.5% 10% January 1, 2011
10% 11%* April 1,2014

*  British Columbia's 2012 budget describes the increase to the 11% rate on April 1, 2014, as a
temporary measure to be triggered only if the province's fiscal situation worsens.
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Corporate Income Tax Rates by Province — 2012 (continued)

5. Recent and planned Manitoba changes are shown in the following table:

6. Recent New Brunswick changes are shown in the following table:
New Brunswick changes effective after December 31, 2007

7.

8.

9.

Manitoba changes effective after December 31, 2007

From To Effective
14% 13% July 1, 2008
General and M&P 13% 12% July 1, 2009
12% 11%* To be determined

* The rate reduction is subject to balanced budget requirements.

From To Effective
13% 12% July 1, 2009
General and M&P 12% 11% July 1, 2010
11% 10%* July 1, 2011

* New Brunswick repealed the legislated corporate income tax rate of 8% that was to apply

on July 1, 2012.

Recent and planned Ontario changes are shown in the following table:

Ontario changes effective after December 31, 2007
From To Effective
General 14% 12% July 1, 2010
12% 11.5%* July 1, 2011
M&P 12% 10% July 1, 2010

*  Ontario’s 2012 budget froze the general income tax rate at 11.5%, until the province returns to
a balanced budget (scheduled for 2017-18). The rate was to drop to 11% on July 1, 2012, and

to 10% on July 1, 2013.
Corporations subject to Ontario income tax may also be liable for corporate minimum tax (CMT) based on adjusted book income. The minimum tax
is payable only to the extent that it exceeds the regular Ontario income tax liability. Recent Ontario CMT changes are shown in the following table:

Ontario changes effective after December 31, 2007

Annual gross revenues

From To Effective
Corporate Minimum Tax (CMT) rate 4% 2.7% July 1,2010
Thresholds for Total assely : H$9 n;illion Z $5(;rr(11illion T:;gg;na);:rrs
CMT o apply™ — ool DI UV SOy g n
>$100 million | June 30,2010

> $10 million

*  Thresholds apply on an associated basis.

Recent Quebec changes are shown in the following table:

Quebec changes effective after December 31, 2007

From To Effective
9.9% 11.4% January 1, 2008
* )
Gantaland M&FP 11.4% 11.9% January 1, 2009

*  For financial institutions (other than insurance corporations) and oil refining companies, the
rate is 11.9% and the combined rate is 31.4% for December 31, 2008 year ends. However,
deposit insurance corporations are not financial institutions and were subject to a rate of

5.75%, which increased to 11.9% on June 23, 2009.

10. Recent Saskatchewan changes are shown in the following table:

11.

Saskatchewan changes effective after December 31, 2007

From

To

Effective

General

13%

12%

Tuly 1, 2008

The general rate (12% in 2012) is the maximum Saskatchewan rate. A rebate of up to the difference between the general rate and 10% (2% in 2012)
of manufacturing profits allocated to Saskatchewan is available.
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Canadian-Controlled Private Corporation (CCPC)
Income Tax Rates (for December 31, 2012 Year End) (%)

Active business income of
CCPCs' Investment income’
up to $500,000”

Federal rate (before deductions) 28 28

Small business deduction’ 17) n/a
Refundable investment tax n/a 6.67
Federal rate lf 34i67

Provincial/ Provincial/ §

Tetritorial Combined Tarritorial Combined
Alberta’ 3 14 10 44.67
British Columbia® 25 135 10 g 44.67
Manitoba® Nil* or 12* 11* or 23* 12 46.67
New Brunswick’ 4.5 15.5 10 44.67
Newfoundland and Labrador® 4 H 15 14H 48.67
Northwest Territories’ 4 15 115 i 46.17
Nova Scotia™ 4* Hor 16* 15* or 27* 16 ©150.67
Nunavut'’ 4 15 12 46.67
Ontario™ ™ 45H 15.5 11.5H 46.17
Prince Edward Island™ 1H 12 16 H 50.67
Quebec” 8 H 19 11.9H 46.57
Saskatchewan'® 6] 13 12 46.67
Yot desi M&P %5 13.5 n/a

Non-M&P 4 15 15 | 49.67

H = Tax holidays are available to certain corporations in the provinces indicated.
*  The lower rate applies to active business income of CCPCs up to $400,000. The higher rate applies to active business income of CCPCs from
$400,000 to $500,000. :
Notes:
1.  See the table, General and M&P Corporate Income Tax Rates, for the rates that apply to CCPCs on active business income above $500,000.

The federal small business threshold increased from $400,000 to $500,000 on January 1, 2009. The $500,000 threshold also applies in:

e New Brunswick, Newfoundland and Labrador, Northwest Territories, Nunavut, Ontario (see footnote 13 below), Prince Edward Island and
Saskatchewan;

Quebec, after March 19, 2009 (see footnote 15 below);

Alberta, after March 31, 2009 (see footnote 4 below);

British Columbia, after December 31, 2009 (see footnote 5); and

the Yukon, after December 31, 2010 (see footnote 17).

Manitoba and Nova Scotia have not harmonized with this increase.

2. See footnote 5 to the table, Federal Corporate Tax Rates, for:
e recent changes to the federal small business deduction and threshold; and
e adescription of the federal small business deduction clawback and threshold.
The clawback also applies for the purposes of the provincial/territorial small business deductions in the territories and all provinces except Ontario.
Ontario had a clawback before July 1, 2010, as outlined in footnote 13, below.

3. Rates on investment income are 19.67% higher than the general rates for 2012 (see the table, General and M&P Corporate Income Tax Rates),
because:

e  CCPC investment income does not benefit from the 13% federal general rate reduction; and
e the rates on investment income includes a 6%:% tax that is refundable when the CCPC pays taxable dividends.

Generally, 26%% of a CCPC’s aggregate investment income is added to its refundable dividend tax on hand (RDTOH). This amount is refundable at
arate of $1 for every $3 of taxable dividends paid by the CCPC. i



