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Deduction from tax

Deduction for
interest income

NOTICE OF WAYS AND MEANS MOTION
TO AMEND

THE INCOME TAX ACT

That it is expedient to amend the Income

Tax Act and to provide among other things:

(1)

(2)

That for the 1974 and subsequent taxation
years, the amount to be deducted, by virtue
of subsection 120(3.1) of the said Act,
from the tax otherwise payable under Part 1
of that Act by an individual for a year
shall be an amount equal to the greater of

(a) $150, and

(b) 5% of the tax otherwise payable under
that Part by the individual for the
year, or $500, whichever is the lesser.

That for the 1974 and subsequent taxation

years, ,

(a) for the purpose of computing the
taxable income for a taxation year of
an individual other than a trust that
is not a trust described in paragraph
108(1) (i) of the said Act, there may
be deducted from his income for the
year an amount equal to the lesser of:

(i) $1,000, and

(ii) the taxpayer's interest income
' for the year minus the amount, if
any, deducted by him in computing
his income for the year by virtue
.of paragraph 20(1)(c) of that
Act;

(b) for the purﬁoses of this paragraph,
interest income shall not include:
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(1)

(i)
(1ii)
(iv)
)

- (vi)

(vii)

(viii)

(1x)

(%)

interest received from a source
outside Canada;

the interest element of an annuity
described in paragraph 61(4)(b)
of the said Act;

the interest element of an annuity
provided for under a registered

retirement savings plan;

the interest element of an annuity
provided for under a deferred
profit sharing plan;

the interest element of any
payment received under a registered
pension fund or planj;

royalties;

any amount that is declared to be
exempt from income tax pursuant
to this Act;

any amount included in computing
the income of the taxpayer by
virtue of any of subsections
135(7), 137(5) or 148(1) of the
said Act;

interest received for a loan made
by the taxpayer to-a person with
whom he does not deal at arm's
length; and

interest received by a person who
is a member of a partnership from
the partnership as a result of a
loan made by him to the partnership;
and

(c) where by virtue of any of subsection
56(4) or section 74 or 75 of the said

Act,

there is included in computing a

taxpayer's income for a taxation year
interest. received by some other person,
for the purposes of this paragraph,

the interest shall be deemed to have
been received by the taxpayer.



Blind persons and
persons confined
to bed or wheelchair

Registered home
ownership
savings plan

(3)

(4)

That for the 1973 and subsequent taxation

. years, subparagraph 110(1)(e)(i) of the

said Act shall be repealed and a rule
substituted therefor so that the subparagraph

" shall apply to a taxpayer who was totally

blind at any time in the year or was,
throughout any twelve month period ending
in the year, necessarily confined for a
substantial period of time each day, by
reason of illness, injury or affliction, to
a bed or wheelchair.

That for the 1974 and subsequent taxation
years, rules shall be provided in the said
Act for the registration and taxation of a
home ownership savings plan (the "plan') so
that:

(a) the Minister shall not in a year
accept for registration for the purposes
of the said Act any plan unless, in
his opinion, it complies with the
following conditions:

(i) the plan does not provide for
payment of any benefit under or
out of the plan except by way of
a single payment to the beneficiary
for the purchase of his owner-
occupied home or by way of a
refund pursuant to clause (f) (i)
hereof of the excess amount
contributed by the beneficiary
together with any interest,
profits or gains attributable
thereto;

(ii) the plan includes a provision
stipulating that no payment
thereunder is capable either in
whole or in part of surrender or
assignment;

(iii) the beneficiary and the trust
established under the plan are
resident in Canada;

(iv) the beneficiary has never previously
' been a beneficiary under a registered
home ownership savings plan;



(b)

(c)

(v) the beneficiary does not own,
whether jointly with another
person or otherwise, real property
in Canada, any portion of which
was used in the year as a dwelling
place by an individual;

(vi) the beneficiary does not have an
interest in a partnership that
owns, whether jointly or otherwise,
real property in Canada, any
portion of which was used in the
year as a dwelling place by an
individual; and

(vii) the plan in all other respects

complies with the regulations, if
any, of the Governor in Council
made on the recommendation of. the
Minister of Finance;

no tax is payable under Part I of the
said Act by a trust on the taxable
income of the trust for a taxation

year if, throughout the period in the
year during which the trust was in
existence, the trust was governed by a
registered home ownership savings plan
except that if the trust has carried on
any business or businesses in the year,
tax is payable under the said Part by
the trust on the amount that its
taxable income for the year would be if
it had no incomes or losses from
sources other than from that business
or those businesses;

there may be deducted in computing the
income for a taxation year of a taxpayer
who is a beneficiary under a registered
home ownership savings plan or becomes,
within 60 days after the end of the
taxation year, a beneficiary thereunder,
the amount of any contribution paid by
the taxpayer under the plan during the
taxation year or within 60 days after
the end of the taxation year (to the
extent that it was not deducted in



(d)

computing his income for a previous
taxation year), not exceeding the
lesser of

(a) $1,000.00, and

(b) $10,000.00 minus the aggregate of
contributions made by him under
the plan in previous taxation
years;

no amount may be deducted by a taxpayer
under subparagraph (c) hereof for a
taxation year in which

(i) he had an owner-occupied home as
defined in clause (m) (vi) hereof
if that clause were read without
reference to the phrase "or
within 60 days after the end of
the year" where it appears therein;

(ii) he owned, whether jointly with
another person or otherwise, real
property in Canada, any portion
of which was used in the year as
a dwelling place by an individual;
or

(iii) he had an interest in a partmership

(e)

that owned, whether jointly or
otherwise, real property in
Canada, any portion of which was
used in the year as a dwelling
place by an individualj; .

there shall be included in computing
the income of ‘a taxpayer for a taxation
year, all amounts received by him in
the year from a trust governed by a
registered home ownership savings plan
except to the extent that such amounts
are used by the taxpayer in the year or
within 60 days after the end of the
year to purchase

(i) his owner-occupied home, or

(ii) home furnishings for




(f) where

(g)

(1)

(i1)

(A) the owner-occupied home
referred to in clause (i)
hereof, or

(B) the owner-occupied home of
his spouse;

a taxpayer makes a contribution
for a taxation year that exceeds
the amount deductible under
subparagraph (c) hereof (if
subparagraph- (d) hereof had no
application in determining the
amount deductible thereunder) and
the excess, including any interest,
profits or gains attributable
thereto, has not been refunded to
the taxpayer by the trustee of a
trust governed by a registered
home ownership savings plan within
120 days after the end of the year,
or

at any time the Minister is
satisfied that a registered home
ownership savings plan failed to
comply with the requirements of
subparagraph (a) hereof at the
time it was registered,

the Minister may revoke its registra-
tion by notifying the trustee and the
beneficiary, by registered mail, that
he has revoked the plan; '

where at any time the Minister revokes
the registration of a registered home
ownership savings plan pursuant to
subparagraph (f) hereof, the beneficiary
shall be deemed at that time to have
received from a trust governed by a
registered home ownership savings plan an
amount equal to the fair market value

at that time of all the assets of the
trust and notwithstanding subparagraph
(e) hereof, no amount may be deducted

in respect of any amounts used to
purchase an owner-occupied home or home
furnishings;




(h)

(1

(k)

in the event of the death of a beneficiary,
an amount equal to the fair market

value at that time of all the assets

of a trust governed by a registered

home ownership savings plan of which he
was the beneficiary shall be deemed to
have been received by him immediately
before his death;

for the purposes of paragraph 20(1)(c)
of the said Act, any amount received
by a taxpayer from a registered home
ownership savings plan or such a plan
whose registration has been revoked by
the Minister pursuant to subparagraph
(f) hereof shall be deemed to be exempt
income;

where in a taxation year a trust
governed by a registered home ownership
savings plan

(i) acquires a non-qualified investment,
or

(ii) wuses or .permits to be used a
property of the trust as security
for a loan,

the cost to the trust of the non-
qualified investment or the fair
market value, at the time the property
is used as security, of the property
so used, as the case may be, shall be
included in computing the income for
the year of the taxpayer who is the
beneficiary under the plan;

where in a taxation year a trust
governed by a registered home ownership
savings plan disposes of a non-qualified
investment, the cost of which was
included by virtue of subparagraph (j)
hereof in computing the income of the
taxpayer who is the beneficiary under
the plan, there may be deducted in
computing the income of the taxpayer ’
for the taxation year, an amount equal
to the lesser of




(1)

(m)

(1) the cost so included in computing
the taxpayer's income, and

(ii) the proceeds of dispositon of the

non-qualified investment;

where in a taxation year a loan, for
which a trust governed by a registered
home ownership savings plan has used or
permitted to be used trust property as
security, ceases to be extant, and the
fair market value of the property so
used was included by virtue of sub-
paragraph (j) hereof in computing the
income of the taxpayer who is the
beneficiary under the plan, there may
be deducted, in computing the income of
the taxpayer for the taxation year, an
amount. equal to the amount, if any,
remaining when

(i) the net loss (exclusive of payments
by the trust as or on account of
interest) sustained by the trust
in consequence of its using or
permitting to be used the property
as security for the loan and not
as a result of a change in the
fair market value of the property

is deducted from

(ii) the amount so included in computing

the income of the taxpayer in
consequence of the trust's using
or permitting to be used the
property as security for the
loan;

in this paragraph,

(1) . "beneficiary" means an individual
(other than a trust), 18 years of
age or over, who has entered into
a home ownership savings plan;

(ii) "contribution" means any periodic

or other amount paid by an indivi-
dual under a home ownership savings
plan as a payment referred to in



(iii).

(iv)

v)

(vi)

“clause (iv) hereof for the purpose

stated in that clause;

"home furnishings' means such
property used to furnish a home
as may be prescribed by regulation;

"home ownership savings plan'

means an arrangement under which
payment is made by an individual
in trust to a corporation licensed
or otherwise authorized under the
laws of Canada or a province to
carry on in Canada the business N
of offering to the public its
services as trustee, of any
periodic or other amount as a
payment under the trust to be
used, invested or otherwise
applied by that corporation
resident 'in Canada, for the
purpose of providing to a beneficiary
under the arrangement, an amount
to be used for the purchase of an
owner-occupied home;

"non-qualified investment' in
relation to a trust governed by a
registered home ownership savings
plan means property acquired by
the trust that is not a qualified
investment for such trust;

"owner-occupied home" of a taxpayer
for a taxation year means a
housing unit or a share of the
capital stock of a co-operative
housing corporation owned, whether
jointly with another person or
otherwise, in the year or within
60 days after the end of the year
by the taxpayer, if the housing
unit was, or if the share was
acquired for the sole purpose of
acquiring the right to inhabit a
housing unit owned by the corpora-
tion that was, inhabited by the
taxpayer at any time in the year
or within 60 days after the end

of the year and was situated in

.Canada;
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(vii) . "qualified investment" for a
trust governed by a registered
home ownership savings plan means

(A) an investment. that would be

described in any of subpara-

- graphs (i) to (ix) (except
subparagraphs (iii), (vi)
and (viii)) of paragraph
204(e) of the said Act if
the references therein to a
trust were read as references
to the trust governed by the
registered home ownership
savings plan,

(B) a bond, debenture, note or
similar obligation of a
corporation the shares of
which are listed on a prescribed
stock exchange in Canada,

(C) a mortgage or interest
therein, secured by real
property situated in Canada,
other than a mortgage in
respect of which the mortgagor
is the beneficiary or a
person with whom the benefi-
ciary does not deal at arm's
length, and

(D) such other investments as
may be prescribed by regulation
of the Governor in Council
made on the recommendation
of the Minister of Finance;
and

(viii) "registered home ownership savings
plan" means a home ownership savings
plan accepted by the Minister for
registration for the purpose of
the said Act as complying with the
requirements of this paragraph;

(n) the amount included in computing the
taxpayer's income for the year by
virtue of subparagraph (e) hereof
shall be included in the amounts
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referred to in subsection 61(2) of the
said Act; '

(o) Part XI of that Act shall apply in
respect of a trust governed by a
registered home ownership savings plan;

(p) where, at the end of any month after
1973, a trust governed by a registered
home ownership savings plan holds

: property that is not a qualified invest-
ment, the trust shall, in respect of
that month, pay a tax under part XI.1l
of the said Act equal to 17 of the cost
to it of all such property held by it
at that time other than property, the
cost: of acquisition of which was
included under subparagraph (j)
hereof in computing the income of the
taxpayer who is the beneficiary under
the planj;

(q) a payment from a trust governed by a
registered home ownership savings plan,
or any amount deemed by subparagraph (g)
hereof to have been received by a
taxpayer shall, where the taxpayer is
a non-resident, be subject to tax
under Part XIII of the said Act, and

(r) that part of any amount referred to in
subparagraph (e) hereof required to be
included in computing the taxpayer's
income for a year shall be eligible
for the rule in paragraph 60(j) of the

said Act.
Small business (5) That for the 1974 and subsequent taxation
deduction: years, the amount of small business deduction
increase in that a Canadian-controlled private corporation
limits may claim under section 125 of the said Act

shall be increased by

(a) changing the reference to "$50,000" in
paragraphs 125(2)(a), (3)(a) and
(4) (a) of the said Act to "$100,000",
and



Corporate surtax

(6)
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(b) changing the reference to "$400, 000"
in paragraphs 125(2) (b), (3)(a) and
(4) (b) of the said Act to "$500,000".

That where a portion of a corporation's
taxation year is after April 1974 and
before May 1975, there shall be added to
the tax otherwise payable under Part I of
the said Act for the year by the corpora-
tion (other than a corporation that was an
investment corporation, a mortgage invest-
ment corporation, a mutual fund corporation
or a non-resident-owned investment corpora-
tion throughout the taxation year or a )
corporation for which any amount was
deducted from its tax payable under the
said Part for the year by virtue of

section 125 of that Act) an amount equal

to that proportion of 10% of the amount,

if any, by which

(a) the tax otherwise payable under the
said Part by the corporation for the
year (determined with reference to
all other paragraphs of this Motion,
but without reference to this para-
graph or section 126 of the said Act)

exceeds the aggregate of

(b) 307 of the corporation's Canadian
manufacturing and processing profits
for the year, within the meaning
assigned by section 125.1 of that Act,

(c) 30% of the corporation's taxable
production profits from oil or gas
wells for the year, within the meaning
assigned by subparagraph.(11) (f) of
this Motion,

(d) 257 of the corporation's taxable
production profits from mineral
resources for the year, within the
meaning assigned by subparagraph
(11)(e) of this Motion, and

(e) where the taxation year is partly
before May 7, 1974 and partly after
May 6, 1974, 387 of the aggregate of
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(i) 66 2/3% of the amount, if any, by
which the amount determined under
-clause (11)(g) (i) of this Motion
exceeds the aggregate of the
amounts determined under clauses
(11)(g) (ii) and (iii) of this

- Motion, and

(ii) 66 2/3% of the amount, if any, by
which the amount determined under
clause (11)(h)(i) of this Motion
exceeds the aggregate of the
amounts determined under clauses
(11) (h) (ii) and (iii) of this
Motion

that

(f) the number of days in that portion of
the year that is after April 1974
and before May 1975,

is of
(g) the number of days in the year.

That section 12 of the said Act shall be
amended so as to require a taxpayer, in
computing his income for a taxation year,

to include therein, if an amount hereinafter
described is not otherwise included in
computing his income for the year pursuant
to any other provision of Part I of the

said Act, an amount receivable in the year
or the fair market value of any property
receivable in the year, whether pursuant to
a law other than the said Act or a contract,
that became receivable after May 6, 1974, by

(a) Her Majesty in right of Canada or a
province,

(b) an agent of Her Majesty in right of
Canada or a province, or

(¢) a corporation, commission or association
that is controlled, directly or indirectly
in any manner whatever, by Her Majesty
in right of Canada or a province or by
an agent of Her Majesty in right of
Canada or a province
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Inadequate (%)
consideration:

petroleum,

natural gas or

ninerals
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as a royalty, tax, rental, levy or
otherwise, or as an amount, however
described, that may reasonably be
regarded as being in lieu of a royalty,
tax, rental or levy, that may reasonably
be regarded as dependent upon the
production in Canada of

(d) petroleum, natural gas or related
hydrocarbons, or
(e) metal or industrial minerals, to

any stage that is not beyond the
prime metal stage or its equivalent

from an oil or gas well or mineral
resource situated on property in
Canada from which the taxpayer had, at
the time of such production, a right
to take or remove petroleum, natural
gas or related hydrocarbons or a right
to take or remove metal or industrial
minerals.

That with respect to an amount receivable

in a . year or the fair market value of
any property receivable in the year as
described in paragraph (7) of this
Motion, that became receivable after
May 6, 1974 and is required to be
included in computing the income of a
taxpayer by virtue of the said paragraph
or any provision of Part I of the said
Act, the taxpayer shall not be entitled
to a deduction therefor in computing
his income for the year.

That where after May 6, 1974, a
taxpayer who has a right to take or
remove petroleum, natural gas or
related hydrocarbons or a right to
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take or remove metal or industrial
minerals from an oil or gas well or
mineral resource situated in Canada

(a) disposes of any petroleum,
natural gas or related hydro-
carbons or metal or industrial
minerals produced in the operation
of such well or resource to

(i) Her Majesty in right of
Canada or a province,

(ii) an agent of Her Majesty in
right of Canada or a province,
or

(iii) a corporation, commission
or association that is
controlled, directly or
indirectly in any manner
whatever, by Her Majesty in
right of Canada or a province
or by an agent of Her
Majesty in right of Canada
or a province

for no proceeds or for proceeds
less than the fair market value
thereof at .the time he so disposes
of it, he shall be deemed to

have received proceeds of dispo-
sition therefor equal to that

fair market value determined, in
circumstances where he is required
by a law or a contract to so
dispose thereof, without regard

to that law or contract; and

(b) acquires any petroleum, natural
gas or related hydrocarbons or
metal or industrial minerals
produced in the operation of
such well or resource from

(i) Her Majesty in right of
Canada or a province,
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(ii) an agent of Her Majesty in
right of Canada or a province,
or

(iii) a corporation, commission

- or association that is
controlled, directly or
indirectly in any manner
whatever, by Her Majesty in
right of Canada or a province
or by an agent of Her
Majesty in right of Canada
or a province

at an amount in excess of the
fair market value thereof at the
time he so acquired the petroleum,
natural gas or related hydrocarbons
or metal or industrial minerals,
he shall be deemed to have
acquired the petroleum, natural
gas or related hydrocarbons or
metal or industrial minerals at
that fair market value determined,
in circumstances where he is
required by a law or contract to
so acquire the petroleum, natural
gas or related hydrocarbons or
metal or industrial minerals,
without regard to that law or
contract. '

(10) That for the purpose of computing the
income of a taxpayer under Part I of
the said Act, Canadian exploration
and development expenses, within the
meaning assigned by subsection 66(15) -
of the said Act, incurred after
May 6, 1974 shall be deductible at an
annual rate not exceeding 30% of the
unclaimed balance thereof.
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(11) That for taxation years ending after May 6,
1974,

(a)

(b)

the tax payable under Part I of the
said Act by a corporation that during
the taxation year had taxable produc-
tion profits from mineral resources in
Canada, or taxable production profits
from 0il or gas wells in Canada, shall
be :

(i) where its taxable production
profits are not less than its
taxable income or taxable income
earned in Canada, as the case may
be, 507 of its taxable income,
and

(ii) in any other case, the aggregate
of

(A) 507 of its taxable produc-
tion profits, and

(B) the amount of its tax pay-
able that would be deter-
mined under section 123 of
the said Act, if the "amount
taxable" therein referred to

‘was ité taxable income or
taxable income earned in
Canada less its taxable
production profits;

" there may be deducted from the tax

otherwise payable under Part I of the
said Act by a corporation for a
taxation year, an amount equal to 157
of the lesser of

(i) its taxable prodiuction profits
from mineral resources in Canada
earned in the year, and

(ii) the amount, if any, by which its
taxable income or taxable income
earned in Canada, as the case may
be, earned in the year exceeds
the aggregate of



- 18 -

(A) 4 times the amount, if any,
deductible under section 125
of the said Act from the tax
for the year otherwise
payable by it under Part I
of that Act, and

(B) its Canadian investment
income and its foreign
investment income (within
the meanings assigned by
subsection 129(4) of the
said Act) for the year;

(c) there may be deducted from the tax
otherwise payable under Part I of the
said Act by a corporation for a
taxation year, an amount equal - to 107
of the lesser of

(i) - its taxable production profits
from oil or gas wells in Canada
earned in the year, and

(ii) the amount, if any, by which the
amount described in clause (b)(ii)
hereof exceeds the amount des-
cribed in clause (b) (i) hereof;

(d) clause 125.1(1)(a)(ii)(A) of the said
Act. shall be amended so that where a
corporation's taxation year ends after
May 6, 1974, the amount to be included
by virtue of that clause shall be the
aggregate of

,(i) the lesser of the amounts deter-
mined under clauses (b) (i) and
(ii) hereof in respect of the
corporation for the year, and

(ii) the lesser of the amounts deter-
mined under clauses (c)(i) and
(ii) hereof;

(e) subject to subparagraph (g) hereof,
for the purposes of this paragraph,
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- taxable production profits from
mineral resources of a corporation for
a taxation year means the amount if
any by which the_aggregate of its
incomes for the year from the follow-
ing sources exceeds the aggregate of
its losses for the year from the
following sources

(i) the production in Canada of

(A) petroleum, natural gas or
related hydrocarbons, or

(B) metals or minerals to any
stage that is not beyond the
prime metal stage or its
equivalent,

from mineral resources in Canada
operated by the corporation, and

(ii) the processing in Canada of ores
from a mineral resource in Canada
not operated by the corporation
to any stage that is not beyond
thé prime metal stage or its
equivalent

computed in accordance with the said
Act on the assumption that the corpor-
ation had during the taxation year no
income or loss except from those
sources and was allowed no deductions
in computing its income for the
taxation year other than

(iii) amounts deductible under any of
section 66 of the said Act _
(other than amounts in respect of
foreign exploration and develop-
ment expenses as defined therein),
section 29 or subsection 17(2) or
(6) of the Income Tax Application
Rules, 1971, where the corpor- .
ation has no taxable production
profits from oil or gas wells
and, in any other case, such
proportion of those amounts as
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(iv)

(v)

(vi)

.

may reasonably be regarded as
wholly applicable to mineral
resources in Canada,

the amount, if any, by which the
aggregate of the losses referred
to in subparagraph (f) hereof
exceeds the aggregate of the
incomes referred to therein,

such part of the aggregate of
amounts allowed under section 65
of the said Act for the year as
is in respect of sources of
income described in clauses (i)
and (ii) hereof, and

such other deductions as may
reasonably be regarded as appli-
cable to those sources, and

for the purpose of clause (i) hereof,

(vii)

(viii)

a person who has an interest in
the proceeds of production from a
mineral resource in Canada under
an agreement providing that he
shall share in the profits
remaining after deducting the
operating costs of the mineral
resource, shall be deemed to be a
person who operates the mineral
resource, and

income or loss from a source
described in clause (i) hereof
does not include income or loss
derived from transporting or
processing petroleum, natural gas
or related hydrocarbons;

(f) subject to subparagraph (h) hereof,
for the purposes of this paragraph,

. taxable production profits from oil or
gas wells of a corporation for a
taxation year means the amount, if
any, by which the aggregate of its
incomes for the year from production
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in Canada of petroleum, natural gas or
related hydrocarbons exceeds the
aggregate of its losses for the year
from such production from oil or gas
wells in Canada operated by the
corporation and computed in accordance
with the said Act on the assumption
that the corporation had during the
taxation year no income or loss except
from such production and was allowed
no deductions in computing its income
for the taxation year other than

(i) amounts deductible under any of

' section 66 of the said Act (other
than amounts in respect of foreign
exploration and development
expenses as defined therein)
section 29 or subsection 17(2) or
(6) of the Income Tax Application
Rules, 1971, to the extent they
are not allowed as a deducted
under subclause (e)(iii) hereof,

(ii) the a%ount, if any, by which the
aggregate of the losses referred
to in clauses (e)(i) and (ii)
hereof exceeds the aggregate of
the incomes referred to therein,

(iii) such part of the aggregate of
amounts allowed under section 65
of the said Act for the year as
is in respect of such production,
and

(iv) such other deductions as may
reasonably be regarded as appli-
cable to such production, and

for the purposes of clause (i) hereof,

(v) a person who has an interest in
.the proceeds of production from
0il and gas wells in Canada under
an agreement providing that he
shall share in the profits
remaining after deducting the
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(g)

(vi)

operating costs of the oil or gas
wells, shall be deemed to be a
person who operates the oil or
gas wells, and

income or loss from production
described in this subparagraph
does not include income or loss
derived from transporting or
processing petroleum, natural gas
or related hydrocarbons;

notwithstanding subparagraph (e)
hereof, where a corporation has a
taxation year part of which is before
May 7, 1974 and part of which is after
May 6, 1974, in computing its taxable
production profits from mineral
resources for the year, the following
rules shall apply:

(1)

(i1)

3

determine the portion of the
amount that would be computed
under subparagraph (e) hereof, if
no amounts were deducted under
any of paragraph 20(1) (a),
section 65 or 66 of the said Act
and section 29 or subsection
17(2) or (6) of the Income Tax
Application Rules, 1971, that may
reasonably be determined as being
earned before May 7, 1974,

determine the proportion of that
part of the amount deductible
under paragraph 20(1) (a) of the
said Act for its taxation year
with respect to property acquired
for purposes of earning its
income from the sources described
in subparagraph (e) hereof that
the number of days in that.
portion of its taxation year that
is before May 7, 1974, is of the
number of days in the whole
taxation year,
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(iii)

(iv)

)

(vi)

determine the amounts deductible
for the taxation year under
section 66 of the said Act (other
than amounts in respect of foreign
exploration and development
expenses as defined therein), in
respect of expenditures incurred
before May 7, 1974, section 29 or
subsection 17(2) or (6) of the
income Tax Application Rules,
1971 where the corporation has no
taxable production profits from
oil or gas wells and, in any
other case, such proportion of
those amounts as may reasonably
be regarded as wholly applicable
to sources referred to in clauses
(e)(i) and (ii) hereof,

determine the amount if any by
which the amount described in
clause (iii) hereof exceeds the
amount by which the amount deter-
mined in clause (i) hereof
exceeds the amount determined in
clause (ii) hereof,

determine the portion of the
amount that would be computed
under subparagraph (e) hereof if
no amounts were deducted under
any of paragraph 20(1) (a),
section 65 and 66 of the said
Act, or section 29, or subsection
17(2) or (6) of the Income Tax
Application Rules, 1971, and that
may reasonably be regarded as
being earned after May 6, 1974,

determine the proportion of the
part described in clause (ii)

" hereof that the number of days in

that portion of its taxation year
that is after May 6, 1974, is of
the number of days in the whole
taxation year,
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(vii)

(viii)

(h)

(ix)

(%)

determine the amount deductible
under section 66 of the said Act
(other than an amount in respect
of foreign exploration and devel-
opment expenses as defined
therein) with respect to expend-
itures incurred after May 6,
1974, may reasonably be regarded
as wholly applicable to the
sources referred to in subclauses
(e)(i) and (ii) hereof,

determine the amount by which the
amount described in clause (v)
hereof exceeds the aggregate of
the amounts described in clauses
(iv), (vi) and (vii) hereof,

determine the amount deductible
under section 65 of the said Act
with respect to the amount
described in clause (viii)
hereof, and

for the purposes of subparagraph
(e) hereof, taxable production
profits from a mineral resource
is the amount determined under
clause (viii) hereof less the
amount determined under clause
(ix) hereof; and

notwithstanding subparagraph (f)
hereof, where a corporation has a
taxation year part of which is before
May 7, 1974 and part of which is after
May 6, 1974, in computing its taxable
production profits from oil or gas
wells for the year, the following
rules shall apply:

(1)

determine the portion of the
amount that would be computed
under subparagraph (f) hereof, if
no amounts were deducted under
any of paragraph 20(1) (a),
section 65 and 66 of the said
Act, or section 29, or subsection
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(ii)

(iid)

(iv)

(v)

17(2) or (6) of the Income Tax
Application Rules, 1971, that may
reasonably be determined as being
earned before May 7, 1974,

determine the proportion of that
part of the amount deductible
under paragraph 20(1)(a) of the
said Act for its taxation year
with respect .to property’
acquired for the purpose of
earning its income from the
production in Canada of
petroleum, natural gas or related
hydrocarbons that the number of
days in that portion of its
taxation year that is before

May 7, 1974, is of the number of
days in the whole taxation year,

determine the amounts deductible
for its taxation year under
section 66 of the said Act in
respect of Canadian exploration
and development expenditures
incurred before May 7, 1974, or
section 29, or subsection 17(2)
or (6) of the Income Tax Applica-
tion Rules, 1971, that may not
reasonably be regarded as being
wholly applicable to sources
referred to in clauses (e)(i) and
(ii), to the extent they are not
allowed as a deduction under .
clause (g)(iii) hereof,

determine the amount if any by
which the amount described in
clause (iii) hereof exceeds the
amount by which the amount
determined in clause (i) hereof
exceeds the amount determined in
clause (ii) hereof,

determine the portion of the
amount that would be computed
under subparagraph (f) hereof if
no amounts were deducted under
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(vi)

(vii)

(viii)

(ix)

(x)

any of paragraph 20(1)(a),
section 65 and 66 of the said
Act, or section 29, or subsection
17(2) or (6) of the Income Tax
Application Rules, 1971, that may
reasonably be regarded as being
earned after May 6, 1974

determine the proportion of the
part described in clause (ii)
hereof that the number of days in
that portion of its taxation year
that is after May 6, 1974, is of
the number of days in the whole
taxation year,

determine the amount deductible
under section 66 of the said Act
with respect to Canadian explor-
ation and development expenditures
incurred after May 6, 1974, that
may not reasonably be regarded as
being wholly applicable to the
sources referred to in clauses
(e)(i) and (ii) hereof, to the
extent they are not allowed as a
deduction under clause (g)(vii)
hereof,

determine the amount by which the
amount described in clause (v)
hereof exceeds the aggregate of
the amounts described in clauses
(iv), (vi) and (vii) hereof,

determine the amount deductible
under section 65 of the said Act
with respect to the amount
described in clause (viii) hereof,
and

for the purposes of subparagraph
(f) hereof, taxable production
profits from an o0il or gas well
is the amount determined under
clause (viii) hereof less the
amount determined under clause
(ix) hereof.
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(12) That where after May 6, 1974, an amount is

paid or becomes payable by a taxpayer as,
on account or in lieu of payment of, or in
satisfaction of, interest or property taxes
referred to in paragraphs 18(2)(a) and (b)
of the said Act in respect of land, in
computing the taxpayers's income for a
taxation year from a business or property,
the taxpayer shall not be entitled to any
deduction where the land is land that
cannot reasonably be considered to have
been, in that year

(a) wused in, or held in the course of, a
business carried on by the taxpayer
other than a business in which land is
held primarily for the purpose of
resale or development in the ordinary
course of carrying on that business,
or

(b) held primarily for the purpose of
gaining or producing income of the
taxpayer from the land for that year;

and any deduction denied to the taxpayer by
virtue hereof shall be included in the cost
to the taxpayer of land under subsection
10(1) of the said Act, and for the purposes
of this paragraph, interest on borrowed
money shall include

(c) interest paid or payable in the year
in respect of borrowings that cannot
be identified with particular land but
that can nonetheless reasonably be
considered, having regard to all the
circumstances including the method
followed by the taxpayer in computing
his profit, to be interest on borrowed
money used to acquire land or on an
.amount payable for land; and

(d) interest paid or payable in the year
by a taxpayer in respect of borrowings
that can reasonably be considered,
having regard to all the circumstances,
to have been used to assist, directly
or indirectly, another taxpayer with



Taxpayers lending
money on the
security of
mortgages, etc.:
reserves:
amortized cost

of security:
limitation:

trust companies

- 28 -

whom the taxpayer does not deal at
arms length to acquire land to be used
or held by the other taxpayer other-
wise than as described in subpara-
graphs (a) and (b) hereof, other than
in circumstances where the assistance
is in the form of a loan and a reason-
able rate of interest is charged by
the taxpayer to the other taxpayer in
relation to those borrowings.

(13) That for the 1974 and subsequent taxation
years, section 33 of the said Act shall be
~amended as follows:

(a) the words "principal amount" in
subparagraph 33(1)(a) (i) of that Act
shall be deleted and the words "amor-
tized cost" substituted therefor;

(b) the maximum amount of a reserve to
which a taxpayer referred to in the
said section is entitled shall be the
lesser of the amount described in
paragraph 33(1)(b) of that Act and 13%
of the aggregate of the amortized cost
to it of

(i) each property referred to in
paragraph 33(1) (a) of that Act,
and

(ii) each property referred to in
subparagraph (c) hereof in the
case of a taxpayer therein
referred to,

if such aggregate amount does not

exceed $2,000,000,000 and, if the
aggregate amount exceeds $2,000,000,000,
the maximum amount of the reserve

shall be 137 on the first $2,000,000,000
and 17 on the excess;

(c) a taxpayer that is a corporation
licensed or otherwise authorized under
the laws of Canada or a province to
carry on in Canada the business of
offering its services as trustee to
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(d)

the public shall, in addition to being
entitled to claim a reserve in respect
of property referred to in paragraph
33(1) (a) of that Act, be entitled to
claim a reserve

(i) on the amortized cost of bonds
and debentures owned by it at the
end of a taxation year (other
than bonds and debentures that
mature within one year after that
time) that are held by it in
respect of money received by it
in trust for investment subject
to a guarantee by it in respect
of the repayment of the principal
or the payment of interest, or
both, and

(ii) on each amount due and unpaid as

or on account of interest payable
under a bond or debenture referred
to in clause (c) (i) hereof to the
taxpayer; and o

for the purposes of this paragraph,
amortized cost of a bond, debenture,
mortgage, hypothec or agreement of

sale (the "property') at any particular
time means the amount, if any, by
which

(i) the cost to the taxpayer of
acquiring the property, and

(ii) the aggregate of such portion of

each amount, if any,. by which the
principal amount of the property
at the time it was acquired by
the taxpayer exceeds the cost to
the taxpayer of acquiring it, as
was included in computing its
income for any taxation year
ending before or concurrently
with that time,

exceeds
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(iii) the aggregate of such portion
of each amount, if any, by
which the cost to the tax-
payer of acquiring the
property exceeds the principal
amount of the property at
the time it was acquired, as
was deducted in computing
its income for any taxation
year ending before or con-
currently with that time,
and

(iv) the aggregate of all amounts
that, before that time, the
taxpayer became entitled to
receive as or on account or
in lieu of payment of or in
satisfaction of the principal
amount of the property.

(14) That for the 1974 and subsequent

taxation years, in computing a life
insurer's income for a taxation year
from the carrying on of its life -
insurance business in Canada, the
maximum amount deductible by virtue of
paragraph 138(3) (¢) of the said Act
shall be the lesser of the aggregate
described in subparagraph (ii) thereof
and 13% where the aggregate amount of
the amortized cost to it at the end of
the year of each property referred to
therein, owned by it at that time does
not exceed $2,000,000,000 and, where
that aggregate exceeds $2,000,000, 000,
the maximum amount deductible shall be
137 on the first $2,000,000,000 and 1%
on the excess.
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‘That for the 1974 and subsequent taxation

years, where a taxpayer has received from
his employer a reasonable allowance in
respect of his child who was during a year:

(a) 1living away from the taxpayer's
domestic establishment in the location
where he is required by his employer
to live, and

(b) in full-time attendance at a school in
which the language primarily used for
instruction is an official language of
Canada and the language primarily used
by the taxpayer,

such ‘an allowance shall not constitute a
taxable benefit of the taxpayer by virtue
of his office or employment, provided that

(c) a suitable school primarily using that

language for instruction is not
available to the child in the location
where the taxpayer is so required to
live, and ‘ :

=(d):- the school attended by the child is

the closest suitable school to that
location.

That for the 1974 and subsequent taxation
years, that portion of a premium for any
excess over $25,000 of the amount of life
insurance in effect on the life of a
taxpayer under a group term life insurance
policy for which the employer is reimbursed
by the taxpayer shall not, notwithstanding
subsection 6(4) of the said Act, constitute
a taxable benefit of the taxpayer.

That for the 1974 and subsequent taxation
years, where an employee is required by the
terms of his contract to hire an assistant
or substitute, an amount paid by the employee
in a year in respect of such assistant or
substitute under the Unemployment Insurance
Act, 1971 or the Canada Pension Plan or a
provincial pension plan as defined in
section 3 of that Plan, may be deducted by
the employee in computing his income for
the year.
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.(18) That

(a)

(b)

(c)

for the 1972 and subsequent taxation
years, there shall be included in .
computing the income from a business
of a financial corporation for a
taxation year, interest accrued in
respect of the year and interest
receivable in the year, to the extent
that such interest was not included in
computing the corporation's income for
a previous taxation year;

where a taxpayer is
(i) a credit union, or

(ii) a financial corporation, other
than a credit union, that has in
its taxation years ending before
1972, according to the method
consistently adopted by it for
computing its income from a
business, not included therein
interest accrued in respect of
the year and interest receivable
in the year,

subparagraph (a) hereof shall be
applicable to its 1975 and subsequent
taxation years and, except in the case
of. a credit union, interest that was
not included in computing the tax-
payer's income for the 1974 taxation
year but would have been included if
subparagraph (a) hereof had applied
shall be included in computing its
income for the 1975 taxation year; and

for the purposes of this paragraph,

a "financial corporation" shall
include a taxpayer that is a bank,
credit union, life insurance corpora-~
tion, trust company or a corporation
(except a mutual fund corporation or a
mortgage investment corporation) that
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Deemed capital (19) That
cost of certain

property (a)

(b)

(c)

Commercial (20) That
vessels:
reinvestment of
proceeds of

disposition

(a)

borrows money from the public in the
course of carrying on a business the
principal purpose of which is the
making of loans, or whose principal
business is the making of loans.

for the 1972 and subsequent taxation
years, any part of the grant, subsidy

.0or other assistance, referred to in

paragraph 13(7)(e) of the said Act,
when repaid by the taxpayer, shall be
added to the capital cost of the
property; :

for the 1974 and subsequent taxation
years, the rule in the said paragraph,
whereby the capital cost of certain
property therein referred to is
determined, shall apply for all
purposes of the said Act; and

where after May 6, 1974, an amount
that is referred to in the said
paragraph, as an amount authorized to
be paid under an Appropriation Act and
on terms and conditions approved by
the Treasury Board is received or
becomes receivable by a taxpayer, in
order for the amount not to reduce the
capital cost as otherwise determined,
such amount must be paid for the
purpose of advancing or sustaining
scientific research, within the
meaning assigned by section 37 of the
said Act, of Canadian manufacturing or

.other industry.

section 13 of the said Act shall be

amended

by deleting the words "before 1974"

from subparagraph (15)(a) (i) thereof
and substituting therefor the words

"before May 1, 1974"; and
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(b) by deleting the year "1974" from each of
subparagraph (15)(a)(ii) and subsec-
tions (18), (19) and (20) thereof and
substituting therefor the year '"1975".

That where a taxpayer acquires after May 6,
1974, a property that is a timber limit or
a right or license to cut timber from a
timber limit or area in Canada, provided
that all or any part of the cost may
reasonably be regarded as consideration for
an expectation of being able to or a right
to renew, acquire or apply for a timber
limit or a right or licence to cut timber
from a timber limit or area in Canada,

(a) the cost of the property shall form
part of an aggregate amount to be
called the cumulative timber resource
capital account (the "account") of the
taxpayer; -

(b) the taxpayer shall be entitled to a
deduction, in computing his income for
a year, of 157 of the unclaimed
balance of the account at the end of
the year; and '

(c) the proceeds of disposition of a
property in a year, the cost of which
has been included in the account,

(i) shall first reduce the unclaimed
balance of the account immediately
before the end of the year, and

(ii) to .the extent such proceeds
exceed the unclaimed balance of
the account immediately before
the end of the .year, shall be
included in computing the income
of the taxpayer for the year.

That for the 1972 and subsequent taxation
years, there may be excluded by a subsidiary
of a non-resident life insurance corpora-
tion in computing the amount of its out-
standing debts to specified non-residents,
all debts or other obligations to pay an
amount to the non-resident life insurance
corporation that has
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(a) elected under subsection 138(9) of the
said Act, and

(b) included such debts and obligations as
property held by it in the year in the
course of carrying on an insurance
business in Canada and has included
the revenue therefrom in computing its
income for the year from carrying on
an insurance business in Canada.

(23) That where a taxpayer sells a property
after May 6, 1974, in the course of a
. business, the taxpayer shall not be entitled
to any deduction under paragraph 20(1) (n)
of the said Act where

(a) the taxpayer, at any time in the year
of sale or. the immediately following
year,

(i) becomes exempt from tax under any
provision of Part I of the said
Act, or

(ii) where the taxpayer is a non-
resident, does not carry on
business in Canada, or

(b) the person who acquired the property
from the taxpayer was a corporation
that, immediately after the acquisi-
tion thereof,

(i) was controlled directly or
indirectly by the taxpayer,

(ii) was controlled directly or
indirectly by a person or group
of persons by whom the taxpayer
was controlled directly or
indirectly, or

(iii) controlled the taxpayer d1rect1y
or indirectly.

(24) That for the 1974 and subsequent taxation
years, the full amount of fees (other than
commissions) paid by a taxpayér in .the year
to a person
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(a) for advice as to the advisability of
purchasing or selling a specific share
or security, or

(b) for services in respect of the
administration or management of shares
or securities of the taxpayer, -

if the person's principal business

(¢) 1is advising others as to the
advisability of purchasing or selling
specific shares or securities, or

(d) includes the provision of services in
respect of the administration or
management of shares or securities,

shall be deductible in computing the
taxpayer's income for the year from a
business or property.

Deduétibility (25) That for the 1976 and subsequent taxation
of foreign years, subsection 20(11) of the said Act
taxes shall not apply to income that is derived

from real property situated outside Canada.

Ceasing to carry (26) That

on business:: ‘ .

bulk. sale of (a) where a taxpayer sells debts referred
accounts to in section 22 of the said Act after
receivable and May 6, 1974 to a person with whom he
inventory _ was not dealing at arm's length, the

consideration paid for such debts as
stated in the election envisaged by
subsection 22(2) of that Act shall be
subject to the provisions of sub-
section 69(1) of that Act; and

(b) subsection 23(2) of the said Act shall
be repealed with respect to sales of
property referred to in subsection (1)
thereof after May 6, 1974.

Scientific (27) That for the 1974 and subsequent taxation

research , years, a taxpayer who is eligible to deduct
expenditures for a taxation year in respect
of scientific research referred to in
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_ section 37 of the said Act may choose any

(28)

amount thereof as the deduction for the
year and the unclaimed amount may be
carried forward and deducted in subsequent
years.

That

(a) for the 1972 and subsequent taxation
years,

(i) subparagraph 40(1)(a) (iii) of the
' said Act shall be amended by
deleting the words "due to" and
substituting therefor the words
"receivable by"; and

(ii) the aggregate referred to in
paragraph 40(3)(b) of the said
Act shall consist of

(A) the cost to a taxpayer of
the property as determined
for purposes of computing -
the adjusted cost base to
him of the property at any
time, and

(B) all amounts required by sub-
section 53(1) of the said -
Act to be added to the cost
to the taxpayer of the
property in computing the

" adjusted cost base to him of

the property at that time;
and

(b) where a taxpayer disposes of property
referred to in subsection 40(1) (a) of
the said Act after May 6, 1974, the
taxpayer shall not be entitled to
claim any reserve under subparagraph
(iii) thereof where

(i) the person who acquired the
property from the taxpayer was a
corporation that, immediately
after the acquisition thereof,
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(i1)

(A) was controlled directly or
indirectly by the taxpayer,

(B) was controlled directly or
indirectly by a person or
group of persons by whom the
taxpayer was controlled
directly or indirectly, or

(C) controlled the taxpayer
directly or indirectly, or

the taxpayer was at the end of
the year of disposition or at
any time in the immediately
following year, not resident in
Canada or was exempt from tax by
virtue of any provision of Part
I of the said Act.

(29) That for the 1972 and subsequent taxation
years, section 43 of the said Act shall
apply in computing a taxpayer's loss for a
taxation year from the disposition of a
part of a property. '

(30)

That with respect to dispositions herein-
after deemed to occur after May 6, 1974
of capital property owned by a taxpayer,
that was lost, destroyed, taken under
statutory authority or sold, as described
in subparagraph 54(h) (iii) or (iv) of the
said Act:

(a)

(1)

subject to sections 48 and 70 of the
said Act, the date of disposition of
such property and the date that an
amount has become receivable by that
" taxpayer as proceeds of disposition,
therefor shall be deemed to be the
earliest of

the date the taxpayer agrees to
an amount as full compensation
to him for such property,

(ii) where a claim, suit, appeal or

other proceeding is taken before
one or more tribunals or courts
of competent jurisdiction, the



-39 -

(b)

(c)

(d)

date on which the compensation
for such property is finally
déetermined by such tribunals or
courts, and

(iii) where a claim, suit, appeal or
other proceeding, referred to in
clause (ii) hereof, is not taken
within two years of the loss,
destruction or taking of the
property, the date two years
following the date of loss,
destruction or taking, and

the taxpayer shall be deemed to own
such property until the date on which
he is deemed by this subparagraph to
have disposed of it; '

that part of section 44 of the said
Act preceding paragraph (a) thereof

shall be repealed and a rule substituted

therefor to make paragraphs (a) and
(b) thereof applicable where the
property disposed of (the "former
property") is replaced, before the end
of the second taxation year following
the taxation year in which the former
property was disposed of, with a
capital property (the "replacement
property") that has not been disposed
of before the former property was
disposed of;

the word "cost" in section 44 of the
said Act shall be repealed and the
words "cost or capital cost" shall be
substituted therefor, and the amount
deemed under paragraph 44(b) of that
Act to be the cost or capital cost to
the taxpayer, as the case may be, of
the replacement property shall be its
cost or capital cost at any time after
the taxpayer disposed of his former
property;

where the taxpayer's Teplacement
property was depreciable property of a
prescribed class and was acquired by
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(e)

(£)

the taxpayer prior to the time he
disposed of his former property, and
where

(i) the reduction in the capital cost
to the taxpayer of his replace-
‘ment property by virtue of
paragraph 44(b) of the said Act,
as amended by subparagraph (c)
hereof : :

exceeds

(ii) the undepreciated capital cost to
the taxpayer of depreciable
property of the class to which
his replacement property belongs,
immedjately before the reduction
in capital cost referred to in
clause (i) hereof,

the amount of such excess shall be
included in computing the taxpayer's
income for his taxation year imn which
his former property was disposed of
and, for the purposes of subsection
13(2) of the said Act, the amount so
included in his income shall be deemed
to have been so included by virtue of
subsection 13(1) of the said Act as a
result of the disposition of depre-
ciable property of the class to which
the taxpayer's replacement property
belongs;

subsection 70(3) of the said Act shall
not apply to proceeds of disposition
referred to in subparagraphs 54 (h) (iii)
or (iv) of the said Act; and

where the former property is depreci-
able property of a prescribed class,

(i) the word "payable" in paragraphs
13(4)(a) and (b) of the said Act
shall be deleted and the word
"receivable" substituted therefor,

"~ and
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(ii) the rules in paragraphs 13(4) (c)
and (d) of the said Act shall
be amended to provide that the
amount otherwise included in
the taxpayer's income by virtue
of section 13 of that Act,

-(A) shall, subject to sub-
clause (B) hereof, not be
included in computing the
income of the taxpayer for
the initial year to the
extent it was used, before

1. the end of the time
certified by the
Minister of Industry,
Trade and Commerce to
be a reasonable time
following the initial
year, in the case of
a vessel, and

2. in any other case,
the end of the second
taxation year fol-
lowing the initial
year,

to acquire a depreciable
property of a prescribed
class, which property was
not disposed of by the
‘taxpayer before the time
the former property was
disposed of, as a replace-
ment for the property so
disposed of; and

(B) shall to the extent the
amount has been used to
acquire the replacement
property within the rele-
vant time set out in sub-
clause (A) hereof, be
deemed to be proceeds of
disposition of depreciable
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property of'the taxpayer
of the same class as the

’ \ property so acquired from
a disposition made at the
later of

1. the time the replace-
ment property was
acquired, or

. 2. the time immediately
after the time imme-
diately after the
property referred to
in paragraphs 13(4) (a)

- or (b) of the said
Act was disposed of.

Departure tax (31) That for the 1972 and subsequent taxatlon
exemption years, subsection 48(4) of the said Act
C shall be amended

(a) to include in paragraph (a) thereof
property acquired by the individual
by bequest or inheritance after the
last preceding time he became
resident in Canada; and

(b) to repeal the phrase "36 months" in
paragraph (b) thereof and substitute
- therefor "60 months".

Options: consider- (32) That where after May 6, 1974, a taxpayer
ation received or who granted an option to which subsection
paid for extension or - 49(1) or (2) of the said Act applied,
renewal grants one or more extensions or renewals

of that option, any consideration there-
for shall be subject to the rules of
section 49 of that Act.
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(33)

(34)

(35)
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That section 51 of the said Act shall be
amended to provide that where shares of one
class of the capital stock of a corporation
have after May 6, 1974, been -acquired by a
taxpayer in exchange for a capital property
of the taxpayer that was a share, bond,
debenture or note of the corporation (a
"convertible property') the terms of which
conferred upon the holder the right to make
the exchange and no consideration was
received by the taxpayer for the convert-
ible property other than shares of that
class,

(a) the exchange shall be deemed not to
have been a disposition of property,
and '

(b) the cost to the taxpayer of the shares
shall be deemed to be the adjusted
cost base to him of the convertible
property immediately before the
exchange.

That for the 1972 and sﬁbsequent taxation

years, subsection 52(1) or (1.1) of the

said Act shall not apply with respect to
property acquired after 1971 as described
in any of subsections 52(2), (3) or (6) of
that Act.

That in computing the adjusted cost base of
a taxpayer's interest in a partnership at
any time after 1971,

(a) there shall be added to the cost to
him thereof

(1) any amount included in computing
his income in respect of the
partnership for the taxation year
as a consequence of his death by
virtue of subsection 70(2) of the
said Act other than an amount
“included therein for the year by
virtue of subparagraph (75)(f) of
this Motion; and
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(b)

(ii) his share of

(A) any amounts deducted under
paragraphs 29(1)(b) and
29(2)(b) of the said Act in
computing the income of the
partnership from a farming
business for & taxation

year,

and

(B) the amount, if any, by which

1.

any amount receivable
by the partnership in
respect of the dis-
position after 1971 of
a property owned by the
partnership on December
31, 1971 that is a
property referred to in
paragraph 59(3)(a) or
(b) of the said Act

exceeds

2.

the relevant percentage
as defined in sub-
section 59(4) of that
Act of the amount.
receivable described in
sub-subclause 1. hereof;
and

there shall not be deducted any amount
previously deducted by him as deple-
tion allowance in respect of either
partnership property that is or
partnership income from, an oil or gas
well, mineral resource, or timber

1imit.
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(36) That

(a)

Adjustment to
cost base of
certain capital
property:
repayment of a
grant, subsidy or
assistance:

(b)

contributions
of capital:

shares of joint \
exploration
corporation:

for the purpose of computing, at any
time after 1971, the adjusted cost
base to a taxpayer of any property,
the amount to be deducted under
paragraph 53(2) (k) of the said Act
shall be reduced by any part of the
grant, subsidy or assistance therein
referred to that has been repaid by
the taxpayer before that time; and
for the purpose of computing, at any
time after May 6, 1974, the adjusted
cost base to a taxpayer of a property,
(i) the amount to be added thereto by
virtue of paragraph 53(1)(c) of
the said Act shall not include a
contribution of capital made by
the taxpayer to the corporation
by virtue of a disposition of
property in respect of which the
taxpayer and the corporation have
made an election pursuant to
section 85 of that Act;
(ii) where the property is a share of

a joint exploration corporation,
within the meaning assigned by
subsection 66(15) of the said
Act, there shall be deducted
exploration and development
expenses renounced by the
corporation in respect of
contributions of capital made to
it by the taxpayer, if such
contributions had previously been
added to the adjusted cost base
of the share by virtue of
paragraph 53(1)(c) of that Act;
and
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“(b)

(c)

(iii) where the property is-a capital

.interest in a non-resident trust
or a unit of a non-resident unit
trust referred to in subparagraphs
53(2)(1) and (j) of the said Act,
respectively, the adjusted cost
base of that interest or unit to
him, as the case may be, shall be
reduced as provided therein if
more than 507 of the fair market
value of the trust property at
the time he acquired the interest
or unit, as the case may be,
consisted of taxable Canadian
property, within the meaning
assigned by subsection 248(1) of
that Act for the purpose of
section 2 thereof.

(37) That for the 1974 and subsequent taxation
years,

(a)

where a taxpayer transfers property to
a trust governed by a registered
retirement savings plan or an amended
plan, within the meaning assigned by
section 146 of the said Act, or a
trust governed by a deferred profit
sharing plan or revoked plan, within
the meaning assigned by section 147 of
that Act, the transfer shall constitute
a disposition of the property by the
taxpayer for the purpose of paragraph
54(c) of the said Act,

1l

a transfer of property from a trust

~ governed by any such plan to a

beneficiary shall constitute a dis-
position of property by the trust for
the purpose of the said paragraph,

subsection 146(8) of the said Act
shall be amended to provide that
amounts received by a taxpayer in a
taxation year as a benefit out of a
registered retirement savings plan
shall be included in computing hlS
income for the year, and
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