Tax Act Key points
· 125(7) – Canadian Controlled Private Corporation.
Problem 12.1
“Active business” 125(7) is any business other than a “specified investment business” or a “personal business”
“Specified investment business”
· Not a credit union
· Leasing real property.. land and building in a small shopping center
· Principal purpose of the business is to derive income from rents
· No indication that there are more than five full-time employees of the taxpayer corporation
· No indication of an associated corporation providing services to the taxpayer corporation that would otherwise be performed by more than five full-time employees of the taxpayer corporation
Conclusion: the corporation is carrying on a specified investment business. Income is not Active Business Income

Business Income
1.
ABI <= 500,000 -> SBD
Federal Tax Rate
38 – 10 (Abatement) – 17 (SBD) = 11%
2.
ABI > 50000$ NO SBD
38 – 10 (Abatement) – 10 (general rate reduction)= 18%
Same rate for income from personal service business
Capital gains
Capital Gain 200
· TCG = 100
· Non-taxable = 100
Capital loss (100)
· ACL (50)
· Non-deductible (50)
Portfolio Dividends
R&P connected
No part IV tax, unless payer receives a dividend tax refund
R -- > [ >10% ] ---> Payer

R&P not connected
Refundable dividend tax on hand
R -- > [ <=10% ] ---> Payer
Then 
Dividends 	100
R part IV tax 	(33)
		67
Specified Investment Income
Income		100
tax		(34 2/3) -> 26 2/3
		66 1/3
Federal Rate 38 – 10 (abatement) + 6 2/3 (refundable) = 34 2/3%
When dividend out, $3 of dividends gives you $1 refund
Federal Rate
34 2/3 – 26 2/3 = 8%




Problem 12.8
a) Dividend refund
Lesser of:
· RDTOH at Dec 31st 2010 		29,822
· ½ taxable dividends paid (1./3 * 60000)		20,000
Aggregated Investment Income (all)
CDN Bond interest + Foreign Bond interest + TCG-NCL
20k + 10k + 30k – 5k = 55,000
2. Refundable portion of Part 1 tax (129(31)
Least of:
a) 26 2/3% * ALL (55,000)						14,667$
b) Less: non-business FTC				15000
minus 9 1/3% * foreign investment income
(9 1/3% * 10k)					(933)		(567)		14000
Taxable Income				200k
Less: amount eligible for the SBD	(100k)
25/9 * non-business FTC (1500)		(4167)
3 * business FTC (18000)		(54000)
26 2/3% * 41833 = 			11,155
c) Part I tax				19,342
EXHIBIT 12-12
Add 1.12% to the 36% 


