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Corporate Taxprep

Troubleshooting

Corporate Taxprep 2016

Client filter and customized diagnostic templates offered with the

Troubleshooting Memos

To assist you in identifying clients that could be affected by the described problems, a downloadable client
filter and customized diagnostic template is associated with most Troubleshooting Memos. These templates
allow you to display a diagnostic in the returns that have tax situations that were the subject of a
Troubleshooting Memo and provide access to a list of clients affected by the described problems.

Installing the client filter and diagnostic template
To find the predefined folder for customized client filters or diagnostics, proceed as follows:
1- Launch Taxprep.
2- On the Tools menu, click Options and Settings.
3- Under Options, click File Locations.
4

Verify the predefined location for the filters and diagnostics. After the installation, the default
location is usually the following: My Documents\CCH\T2 Taxprep 2016-x\Filter and Diagnostics\.

5- Copy the downloaded file to this location.
The client filter will be available in the Client Manager, while the diagnostic will display in the
relevant returns.

Note: The table below lists all of the client filter templates and diagnostics, which allows you to download
them separately, depending on the troubleshooting memos and FAQs that relate to you. To download all
templates in a single operation, click the Download all templates button, then copy all zipped files into the
folder My Documents\CCH\T2 Taxprep 2016-x\Filter and Diagnostics\.

[ Download all templates ]
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Corporate Taxprep 2016

Troubleshooting

Publication

Week of
April 30, 2017

Problem

Schedule 346, Nova Scotia
Corporation Tax Calculation
(Jump Code: 346) - Increase in
the small business threshold
effective January 1, 2017

Affected
Version

Version 2016 2.0

Corrected
Version

Version 2017 1.0

Identifier
(to download the
client filter and

diagnostic, if

applicable)

T22016-039

Week of
April 16, 2017

Schedule 411, Saskatchewan
Corporation Tax Calculation
(Jump Code: 411) - Phasing
out of the credit unions
deduction for taxation years
ending after 2016

Version 2016 2.0

Version 2017 1.0

T122016-038

Week of
April 16, 2017

MCT1, Corporation Capital Tax
Return (Jump Code: MJ) and
Manitoba Tax Instalments
(Jump Code: IMB) -
Elimination of the capital tax
deduction and the obligation
to pay instalments when the
amount of capital tax payable
for the year is less than
$5,000 for taxation years
ending after April 30, 2017

Version 2016 2.0

Version 2017 1.0

T122016-037

Week of
April 16, 2017

Schedule 381, Manitoba
Manufacturing Investment Tax
Credit (Jump Code: 381) -
Reduction of the rate used to
calculate the non-refundable
part of the tax credit for
qualified property acquired
after April 11, 2017

Version 2016 2.0

Version 2017 1.0

T122016-036

Week of
April 16, 2017

Schedule 380, Manitoba
Research and Development
Tax Credit (Jump Code: 380) -
Decrease in the tax credit
rate to 15% for the eligible
expenditures incurred after

April 11, 2017

Version 2016 2.0

Version 2017 1.0

T122016-035

Week of April 2,
2017

Identification, Corporate
Identification and Other
Information (Jump Code: ID) -
Incorrect display of diagnostic
R2001007 in the case of a
professional corporation
associated with a partnership
and whose taxation year ends
on December 31, 2016

Version 2016 2.0

Version 2017 1.0

T22016-034
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Corporate Taxprep 2016

Troubleshooting

Publication

Week of April 2,
2017

Problem

Schedule 8 WORKCHART ADD,
Additions and Dispositions
Workchart - Incorrect UCC
adjustment calculation
resulting from a disposal to
which subsection 13(39) ITA
applies in the case of a partial
disposition of a property in a
class 14.1 that was acquired
before January 1, 2017

Affected
Version

Version 2016 2.0

Corrected
Version

Version 2017 1.0

Identifier
(to download the
client filter and
diagnostic, if
applicable)

T22016-033

Week of April 2,
2017

C0O-1159.2, Compensation Tax
for Financial Institutions
(Jump Code: 11592) -
Extension of the compensation

tax for financial institutions
and maintenance of rates for
an additional five-year period

Version 2016 2.0

Version 2017 1.0

T22016-032

Week of April 2,
2017

C0-1029.8.35, Tax Credit for
Québec Film Productions
(Jump Code: 1029835) -
Higher increases respecting
the tax credit for Québec film
or television production

Version 2016 2.0

Version 2017 1.0

T22016-031

Week of April 2,
2017

CO-17.A.1, Net Income for
Income Tax Purposes (Jump
Code: Q1) - Québec Budget
2017 - Introduction of an
additional capital cost
allowance (CCA) for qualified
property included in CCA
classes 50 and 53 acquired
after March 28, 2017

Version 2016 2.0

Version 2017 1.0

T22016-030

Week of April 2,
2017

CO-156.TR, Additional
Deduction for Transportation
Costs of Small and Medium-
Sized Manufacturing
Businesses (Jump Code:
156TR) - Increase in the rate
of the additional deduction to
10% for transportation costs of
a manufacturing SMB that
carries out its activities in the
“special remote area”

Version 2016 2.0

Version 2017 1.0

T122016-029

Week of April 2,
2017

CO-771, Calculation of the
Income Tax of a Corporation
(Jump Code: 771) -
Adjustment to the refocusing
of the SBD - Replacement of
the hours worked criterion

Version 2016 2.0

Version 2017 1.0

T122016-028
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Corporate Taxprep 2016

Troubleshooting

Publication

Week of
March 26, 2017

Problem

Schedule 46, Part Il - Tobacco
Manufacturers’ Surtax (Jump
Code: 46) - Elimination of the
tobacco manufacturers’ surtax
as of March 23, 2017

Affected
Version

Version 2016 2.0

Corrected
Version

Version 2017 1.0

Identifier
(to download the
client filter and
diagnostic, if
applicable)

T122016-027

Week of
March 26, 2017

Schedule 402, Saskatchewan
manufacturing and processing
investment tax credit (Jump
Code: 402) - Increase in the
tax credit rate for qualified
property acquired after
March 22, 2017.

Version 2016 2.0

Version 2017 1.0

T22016-026

Week of
March 26, 2017

Schedule 403, Saskatchewan
Research and Development
Tax Credit (Jump Code: 403) -
Modifications to the tax credit
for eligible expenditures
incurred after March 31, 2017

Version 2016 2.0

Version 2017 1.0

T122016-025

Week of
March 26, 2017

SCT B1, Corporation Capital
Tax Return - Financial
Institution (Jump Code:
SCTB1) and Saskatchewan Tax
Instalments (Jump Code: ISK)
- Increase in the capital tax
rate for large financial
institutions for taxation years
ending after March 31, 2017

Version 2016 2.0

Version 2017 1.0

T122016-024

Week of
March 26, 2017

Schedule 427, British
Columbia Corporation Tax
Calculation (Jump Code: 427)
- Reduction in the lower rate
of tax for taxation years
ending after March 31, 2017

Version 2016 2.0

Version 2017 1.0

T122016-023

Week of
March 26, 2017

Schedule 366, New Brunswick
Corporation Tax Calculation
(Jump Code: 366) - Reduction
in the lower rate of tax for
taxation years ending after
March 31, 2017

Version 2016 2.0

Version 2017 1.0

T122016-022

Week of
March 19, 2017

Schedule 89, Request for
Capital Dividend Account
Balance Verification (Jump
Code: 89), T2054, Election for
a Capital Dividend Under
Subsection 83(2) (Jump Code:
2054) and CO-502, Election in
Respect of a Dividend Paid
Out of a Capital Dividend
Account (Jump Code: CO502) -
The “Do Not Submit”

Version 2016 2.0

Version 2017 1.0

T122016-021
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Corporate Taxprep 2016

Troubleshooting

Publication

Problem

watermark is printed on Form
T2054, Schedule 89 and Form
C0O-502 when the taxation
year end date of the
corporation is not covered by
the current version of the

program

Affected
Version

Corrected
Version

Identifier
(to download the
client filter and
diagnostic, if
applicable)

Week of
February 26,
2017

Schedule 429, British
Columbia Interactive Digital
Media Tax Credit (Jump Code:
429) - Incorrect calculation of
the tax credit when the
corporation is an eligible
business corporation
registered under Part 2 of the
Small Business Venture Capital
Act and its taxation year ends
after February 21, 2017

Version 2016 2.0

Version 2017 1.0

T122016-020

Week of
February 26,
2017

Schedule 427, British
Columbia Corporation Tax
Calculation (Jump Code: 427)
- The percentage of reduction
for credit unions deduction
used in the calculation of the
income eligible for lower tax
rate maintained at 80% for
taxation years ending after
2016

Version 2016 2.0

Version 2017 1.0

T22016-019

Week of
February 19,
2017

COR-17.W, Keying Summary
for the Corporation Income
Tax Return (Jump Code: QKS)
- Incorrect authorization
number when Form COR-17.W
is printed to be sent to
Revenu Québec and the data
in the client file has been
locked in the previous version
of Corporate Taxprep

Version 2016 2.0

Version 2017 1.0

T22016-018

Week of
January 22,
2017

Schedule 8 WORKCHART,
Capital Cost Allowance (CCA)
Workchart (Jump Code: 8
WORKCHART) - Incorrect
display of diagnostics E1582
and M30A for class 14.1 when
the corporation has a taxation
year straddling January 1,
2017, it is the first taxation
year of the corporation and an
eligible capital property has
been acquired before

January 1, 2017

Version 2016 2.0

Version 2017 1.0

T122016-017
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Corporate Taxprep 2016

Troubleshooting

Publication

Week of
January 22,
2017

Problem

Schedule 8 WORKCHART,
Capital Cost Allowance (CCA)
Workchart (Jump Code: 8
WORKCHART) - Incorrect roll
forward of the amounts on
line C of the “Information
relating to class 14.1” section
when the taxation year end
date indicated in the client
file before roll forward is
December 31, 2016

Affected
Version

Version 2016 2.0

Corrected
Version

Version 2017 1.0

Identifier
(to download the
client filter and
diagnostic, if
applicable)

T22016-016

Week of
January 22,
2017

Schedule 8, Capital Cost
Allowance (CCA) (Jump Code:
8) - Incorrect display of
diagnostic RO080008 for class
14.1 when the corporation has
a taxation year that straddles
January 1, 2017, it disposed of
eligible capital property in the
taxation year, before January
1, 2017, and an amount is
shown on line T of

Schedule 10 (Jump Code: 10)

Version 2016 2.0

Version 2017 1.0

T22016-015

Week of
January 22,
2017

Schedule 8 WORKCHART,
Capital Cost Allowance (CCA)
Workchart (Jump Code: 8
WORKCHART) - Incorrect
display of diagnostic E49A for
class 14.1 when a disposition
is entered in a copy of
Schedule 8 WORKCHART ADD
(Jump Code: 8 WORKCHART
ADD) for the current taxation

year

Version 2016 2.0

Version 2017 1.0

T122016-014

Week of
January 22,
2017

Schedule 8 WORKCHART,
Capital Cost Allowance (CCA)
Workchart (Jump Code: 8
WORKCHART) - Incorrect
calculation on lines D, E and
205 for class 14.1 when, in a
taxation year straddling
January 1, 2017, the
corporation disposed of
eligible capital property
before January 1, 2017, the
amount on line T of Schedule
10 (Jump Code: 10) is greater
than 0 and amount S in
Schedule 10 is equal to 0

Version 2016 2.0

Version 2017 1.0

T122016-013
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Corporate Taxprep 2016

Troubleshooting

Publication

Week of
January 22,
2017

Problem

Schedule 8 WORKCHART,
Capital Cost Allowance (CCA)
Workchart (Jump Code:

8 WORKCHART) - Incorrect
calculation on lines D, E and
205 when several copies are
created with respect to class
14.1 for a taxation year that
straddles January 1, 2017, and
an amount is calculated on
line Q of Schedule 10 (Jump

Code: 10)

Affected
Version

Version 2016 2.0

Corrected
Version

Version 2017 1.0

Identifier
(to download the
client filter and
diagnostic, if
applicable)

T22016-008

Week of
January 8, 2017

Schedule 9 WORKCHART,
Related and Associated
Corporations Workchart (Jump
Code: 9 WORKCHART) — The
reduced business limit of the
filing corporation is not rolled
forward to the field “Reduced
business limit of prior taxation
ear”

Version 2016 2.0

Version 2017 1.0

T122016-012

Week of
January 8, 2017

Identification, Corporate
Identification and Other
Information (Jump Code: ID) -
Problem relating to the
relevant spot rate that should
be entered for the functional

currency

Version 2016 2.0

Version 2017 1.0

T122016-011

Week of
January 8, 2017

Schedule 7, Aggregate
Investment Income and Active
Business Income (Jump Code:
7) - Incorrect display of
diagnostic R0070001

Version 2016 2.0

Version 2017 1.0

T22016-010

Week of
December 11,
2016

CO-771, Calculation of the
Income Tax of a Corporation
(Jump Code: 771) - Incorrect
calculation on line 76 when
the filing corporation makes
the election under subsection
256(2) ITA not to be
associated for the small
business deduction (SBD)

Version 2016 2.0

Version 2017 1.0

T22016-009

Week of
September 11,
2016

Schedule 3, Dividends
Received, Taxable Dividends
Paid and Part IV Tax
Calculation (Jump Code: 3) -
Part IV tax payable calculation

incorrect when a Part IV tax
amount is payable on
dividends received before
January 1, 2016, and

Version 2016 1.0

Version 2016 2.0

T122016-007
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Corporate Taxprep 2016

Troubleshooting

Publication

Problem

dividends received after
December 31, 2015, an
amount is entered on line 360
of Schedule 43 and losses
deducted from Part IV tax are
greater than the difference
between Part IV tax on
dividends received after
December 31, 2015, and the
amount on line 320.1 divided

by 38 1/3%

Affected
Version

Corrected
Version

Identifier
(to download the
client filter and
diagnostic, if
applicable)

Week of July 10,
2016

C0O-1029.8.36.PM, Tax Credit
for Corporations Specialized in

the Production of Multimedia
Titles (Jump Code:
1029836PM) - New measure
relating to the qualified
labour expenditure limit for
the purposes of the
refundable tax credits for the
production of multimedia
titles

Version 2016 1.0

Version 2016 2.0

T22016-006

Week of July 10,
2016

C0O-1029.8.36.TM, Tax Credit
for Multimedia Titles (Jump
Code: 1029836TM) - New
measure relating to the
qualified labour expenditure
limit for the purposes of the
refundable tax credits for the
production of multimedia
titles

Version 2016 1.0

Version 2016 2.0

T122016-005

Week of June 5,
2016

RD-1029.7, Tax Credit for
Salaries and Wages (R&D)
(Jump Code: 10297) -
Incorrect calculation on lines
152a and 158 when the
corporation’s taxation year or
the partnership’s fiscal period
starts after December 2,
2014, and qualified R&D
expenditures have been
incurred under a research
contract entered into before
December 3, 2014

Version 2016 1.0

Version 2016 2.0

T122016-004

Week of June 5,
2016

RD-1029.8.6, Tax Credit for
University Research

or Research Carried Out by a
Public Research Centre

or a Research Consortium
(Jump Code: 102986) -
Incorrect calculation on lines

Version 2016 1.0

Version 2016 2.0

T122016-003
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Corporate Taxprep 2016

Troubleshooting

Publication

Problem

203, 230a, 230d and 230g

when the corporation’s
taxation year or the
partnership’s fiscal period
starts after December 2,
2014, and qualified R&D
expenditures have been
incurred both under a
research contract entered
into after December 2, 2014,
and under a research contract
entered into before
December 3, 2014

Affected
Version

Corrected
Version

Identifier
(to download the
client filter and
diagnostic, if
applicable)

Week of June 5,
2016

RD-1029.8.16.1, Tax Credit for
Private Partnership
Pre-Competitive Research
(Jump Code: 10298161) -
Incorrect calculation on lines
181 and 198 when the
corporation’s taxation year or
the partnership’s fiscal period
starts after December 2,
2014, and qualified R&D
expenditures have been
incurred under a partnership
agreement entered into
before December 3, 2014

Version 2016 1.0

Version 2016 2.0

T22016-002

Week of June 5,
2016

Schedule 89, Request for
Capital Dividend Account
Balance Verification (Jump
Code: 89) — The amount of
dividends paid in the year
from the capital dividend
account (CDA) is not rolled
forward to column 7

Version 2016 1.0

Version 2016 2.0

T122016-001
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Corporate Taxprep 2016 Troubleshooting

Troubleshooting T22016-034

Identification, Corporate Identification and Other Information (Jump Code: ID) -
Incorrect display of diagnostic R2001007 in the case of a professional corporation
associated with a partnership and whose taxation year ends on December 31, 2016

[ Download the client filter and diagnostic template ]

Problem:

When the taxation year of a professional corporation ends on December 31, 2016, and the answer to the
question on line 067, Is the corporation a professional corporation that is a member of a partnership? is
“Yes,” in the “General information” section of Form Identification, diagnostic R2001007 displays and makes
the return not eligible for purposes of printing the bar codes and for electronic filing. However, this
diagnostic should not display in that situation.

Did the type of corporation change during the tax Year™? . . . . . o i i i i i e e e et e e e e e e e e e e e u Yes Iﬂ No
....................... 043

: ves [ JNo
Has the corporation made an election under subsection 89(11) not to be a CCPC in the current year®? »

................. Pl Jves X, No
Has the corporation made an election under subsection 89(11) not to be a CCPC in a prior year
and this election has not been revoked™? . . . . .. D Yes D No

Has the corporation revoked any previous election made under subsection 89(11) in the current year™ . . .. ... ... ....... D Yes No

If the type of corporation changed during the tax year, provide the effective date of the change

Is the corporation a professional corporation that is a member of a partnership*?

r Tax year information

TAXYEAT STAM o v ettt e e e e e e e e e e e e e e m 2016-01-01
Taxyear end . . . . . . e e e e e e e e e e e e e e e e m | 2016-12-31 “
]

Number of days in tax year (maximum of 371 days)

. - - - R2001007 - Identification - Th tion hi d Y 1) at
If the taxation year exceeds 365 days and no taxation year ends in the preceding e e a“p':cfes;i:D&L‘:Qﬁfnsma;:f:memfé ter

calendar year, Is the taxation year deemed under subsection 249(3) ITA fo end the i partnership, but the tax year-end is not December 31.

(et e bz szl e )

Solution:

If the return is not eligible because of the presence of diagnostic R2001007, answer “Yes” to the question
Transmit or print Bar Codes even if not eligible?, using an override, in Form RSI, Electronic Filing and Bar
Codes Control Workchart (Jump Code: RSI-EFILE-BAR CODES).

 Federal (Internet Filing, Bar Codes)

Must this return be electronically filed with the CRA in pursuance of subsection 150.1(2.1) ITA? [ Jves [X]no
Do you want to electronically file this tax return with the CRA?

(If you answer “No,” the bar codes will be printed even if the return must be electronically filed.) EYES l:‘ No
Is this retum aligible for Corporate Internet Filing (T2 EFILE)? [ Jves [X]no

If "No,” please correct the errors indicated by the T2 EFILE diagnostics that require "mandatory modification™
identified by the - icon in the diagnostics pane.

Is this return eligible to print the bar codes? I:‘Yes lz‘ No
If “No,” please correct the errors indicated by the RSl — bar codes diagnostics of type “Mandatory modification™
and "Exclusion” identified by the - and I!I icons in the diagnostics pane.

Transmit or print Bar Codes even if not eligible? Note that if the business number and/or the NAICS code are missing, note that K_\
it will not be possible to EFILE the return or to print it in bar code format, even if you answer “Yes” fo this question. \_@Yes DL)

This problem will be corrected in Corporate Taxprep 2017 v.1.0.
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Corporate Taxprep 2016 Troubleshooting

Troubleshooting T22016-033

Schedule 8 WORKCHART ADD, Additions and Dispositions Workchart - Incorrect UCC
adjustment calculation resulting from a disposal to which subsection 13(39) ITA
applies in the case of a partial disposition of property in class 14.1 that was acquired
before January 1, 2017

[ Download the client filter and diagnostic template ]

Problem:

Subsection 13(39) provides that, where certain property that was eligible capital property before January 1,
2017, is subject to a disposition on or after January 1, 2017, an adjustment equal to one-quarter of the
lesser of the following amounts must be added to the class 14.1 UCC: the adjusted capital cost or the net
proceeds of disposition of the property. When the property is subject to a partial disposition, only the
adjusted capital cost relating to the portion of the property being disposed of should be taken into account.

Currently, Corporate Taxprep always takes into account the total adjusted capital cost when calculating
line UCC adjustment resulting from a disposal to which subsection 13(39) ITA applies in the “Information
relating to class 14.1” section of Schedule 8 WORKCHART ADD.

Solution:

Where a class 14.1 property acquired before January 1, 2017, is subject to a partial disposition (i.e. when
the line Type of disposition indicates “Partial”), multiply by one-quarter the amount on line Lesser of
adjusted cost base or net proceeds in the “Disposition” section. Then, enter the result on line UCC
adjustment resulting from a disposal to which subsection 13(39) ITA applies, in the “Information relating to
class 14.1” section, using an override.

When the corporation is resident of Québec or Alberta (or has a permanent establishment in either one of
these provinces), you will need to follow the same steps for line UCC adjustment resulting from a disposal
to which subsection 13(39) ITA applies relating to Québec or Alberta.

— Disposition
Disposal date 2017-04-01
Proceeds of disposition 50,000,
QOutlays and expenses = 0
Net proceeds = 50,000
Québec 50,000
Alberta 50,000
Type of disposition m
If it Is a partial disposition, enter the adjusted cost base amount for this disposition — ZU,ﬁUU
Québec 20,000
Alberta 20,000
Lesser of adjusted cost base or net proceeds ( ZD'ODEJ
Québec ,000
Alberta 20,000
r Information relating to class 14.1
Business name
Type of eligible property Customer lists 7
The corporation makes the election under subparagraph 13(38)(d)(1v) ITA for this property. DYes No
Québec D Yes No
Alberta D Yes No
UCC adjustment resulting from a disposal to which subsection 13(39) ITA applies (See Note) 5,000
Québec 10,000
Alberta 5,000

This problem will be corrected in Corporate Taxprep 2017 v.1.0.
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Corporate Taxprep 2016 Troubleshooting

Troubleshooting T22016-027

Schedule 46, Part Il - Tobacco Manufacturers’ Surtax (Jump Code: 46) - Elimination of
the tobacco manufacturers’ surtax as of March 23, 2017

[ Download the client filter and diagnostic template ]

Problem:

As announced in the federal budget tabled on March 22, 2017, the tobacco manufacturers’ surtax has been
eliminated as of March 23, 2017. Currently, Corporate Taxprep does not take this change into account.

Solution:

If the corporation’s taxation year ends after March 22, 2017, and surtax has been calculated on line 120,
enter the result of the following calculation on line 120 using an override:

Number of days in the taxation year before March 23, 2017

Amount from o
line A X 20% X Number of days in the taxation year

Example:

The following calculation would be made for a corporation whose taxation year began on May 1, 2016, and
ends on April 30, 2017, and where the amount on line A is $46,200:

326 days
$46,200 X 50% X 365 days = $20,632
STEP 1
100 | 800,000 x m 45,000 |- EER 500,000 b 21% = 46,200 A
50,000
Where:

100 is the corporation’s Canadian manufacturing and processing profits for the year as calculated in Part 2 of Schedule 27, except when the corporation has
loss(es) from active businessies) other than tobacco manufacturing. If a corporation’s loss(es) from active business(es) other than tobacco manufacturing
exceeds its income from active business(es) other than tobacco manufacturing, the excess must be added back to determine the adjusted business income.

105 is the total of the corporation’s "tobacco manufacturing capital™ and "tobacco labour cost” for the year. These two amounts can be calculated on
Schedule 27. The amounts are calculated in the same manner as "manufacturing and processing capital” (Part 5) and "manufacturing and processing
labour™ (Part 7), but replace the term manufacturing or processing with tobacco manufacturing in the definition of "qualified activities.”

110 is the total of the corporation’s cost of manufacturing and processing capital (MC) for the year and its cost of manufacturing and processing labour (ML)
forthe year. These two amounts are calculated on Schedule 27.

115 is the corporation’s business limit for the year. Ifthe corporation is not a Canadian-controlled private corporation, this amountis nil.

STEP 2

Part Il — tobacco manufacturers’ surtax payable (amount from line & multiplied by 508) ... 120 20,632,
Enter this amount at line 708 on page 8 of your T2 return.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-021

Schedule 89, Request for Capital Dividend Account Balance Verification (Jump Code:
89), T2054, Election for a Capital Dividend Under Subsection 83(2) (Jump Code: 2054)
and CO-502, Election in Respect of a Dividend Paid Out of a Capital Dividend Account
(Jump Code: CO502) - The “Do Not Submit” watermark is printed on Form T2054,
Schedule 89 and Form CO-502 when the taxation year end date of the corporation is
not covered by the current version of the program

[ Download the client filter and diagnostic template ]

Problem:

Because Forms T2054 and CO-502 must be completed in the client file for the taxation year containing the
day on which the dividend was paid or became payable, the taxation year of the client file may not be
covered by the current version of Corporate Taxprep. In that case, the “Do Not Submit” watermark is
printed on Form T2054, on Form CO-502 (when the corporation has a Québec permanent establishment) as
well as on Schedule 89.

Solution:

When the taxation year end date of the client file is not covered by version 2016 2.0 of Corporate Taxprep,
enter “2017-05-31” on line 061 of Form Identification (Jump Code: ID) (since taxation years beginning on or
after January 1, 2014, and ending on or before May 31, 2017, are covered by this version). Then, print
Form T2054, Schedule 89 and, when the corporation has a Québec permanent establishment, Form CO-502
by using the Print Form command (Ctrl+P). Finally, re-enter the actual taxation year end date of the
corporation on line 061 of Form Identification, and save the client file.

Example:

After the roll forward of a client file, the corporation taxation year starts on December 1, 2016, and ends on
November 30, 2017.

|— Tax year information

TAXYOAr SEAME .« o o e e e e e e e e LIV 2016-12-01
Taxyear eNd . ..ot e S [yl 2017-11-30

Since this taxation year end date is not covered by version 2016 2.0 of Corporate Taxprep, you must enter
“2017-05-31” on line 061 of Form Identification and print Forms T2054 and CO-502 as well as Schedule 89 by
using the Print Form command (Ctrl+P).

Tax year information
TaX Year St . o o it e e e e e e e e e N 2016-12-01
Taxyear end . . ..o ! ([ 2017-05-31

This problem will be corrected in Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-017

Schedule 8 WORKCHART, Capital Cost Allowance (CCA) Workchart (Jump Code: 8
WORKCHART) - Incorrect display of diagnostics E1582 and M30A for class 14.1 when
the corporation has a taxation year straddling January 1, 2017, it is the first taxation
year of the corporation and an eligible capital property has been acquired before
January 1, 2017

[ Download the client filter and diagnostic template ]

Problem:

When it is the first year for which an income tax return is filed after incorporation or amalgamation, the
taxation year straddles January 1, 2017, and the corporation acquired eligible capital property before
January 1, 2017, diagnostic E1582 displays for class 14.1. This diagnostic should not display, because the
UCC at the start of the year is determined under the transitional rules relating to the new class 14.1, as set
out in subsection 13(38) of the ITA.

Federal CQuébec Alberta
CCArate 5.00, 5.00 5.00
|
UCC (opening) 3,750, 3,750 3,750 1
ITC (prior year) |0 2
GST/PST rebate 03
X E1582 - Schedule 8 Workchart - Because this is the first year for F
Adjustments which & return is filed after incorporation or amalgamation, the line U 4
UCC adjustments under subsections 1.3(38) and 13(39) ITA ;\'hich cglrresponds hoUJthe) hot;l Endepreaa??h capital hCDSIEI bof E
™ epreciable properties (UCC) at the beginning of the year should be
Additions (1/2 year rule) left blank. Instead, use line "Additions in the year,” andfor line E 5
Additions (full year rule) "Adjustments,” based on the situation. E ]
Disposals |0 7
Balance before CCA & 0 8
112 of net additions [}
- 20(1) Deductions permitted in computing income from E
Balance for CCA business or property 20 10
. Motwithstanding paragraphs 18{1)(a), (b) and (h), in computing a
Eligible CCA taxpayer's income for a taxation year from a business or property, gi
Additional deduction* there may be deducted such of the following amounts as are whally 2
applicable to that source or such part of the following amounts as I
Maximum allowable CCA may reasonably be regarded as applicable thereto: ... E 11
CCA claimed 217 20 12
UCC (closing) line 8 minus ling 12 220 Ad ! comtant e 2re offarad, 30 13
* Pursuant to Bill C-29, A second Act to implement certain provisions of the budget tz
October 25, 2016. For more information, consult the Help (F1).

In the above-described situation, diagnostic M30A displays as well. However, this diagnostic should not be
present, because no CEC income deduction is claimed with respect to prior years.
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r Information relating to class 14.1
{Complete this section if the corporation acquired eligible capital property before January 1, 2017)

Federal Québec Alberta

Ifthe election under subparagraph 13(38){d){iv) ITA is made for one
property in the class, enter the capital gain or the amount to include
inincome. 0 0 0
Note: When the corporation also makes the election under
subparagraph 13(38)(d)(iii) ITA, this amount will be
updated to one of lines 295 of Schedule 1.

Cumulative eligible capital in respect of the business on

20170101+ A 3,750 3,750 3,750
Ifthe CEC is negative, amount that would need to be included in
the income calculation pursuant to paragraph 14(1)(6) ITA* B 0 0 0
Total deductions that reduced CEC in respect of the business for -
taxation years ending before 2017-01-01* C 0 0 0
Deemed capital cost of property in the class under paragraph v
13(38)(a) ITA (473 x [A+ (32 x B) + CI)* D 0

- - - M30A - Schedule 8 WORKCHART - Class 14.1 has been created
Amountn_jeemed allowed as a deduction against the capnal_ cost of during the taxation year, Indicate the total CEC deductions from
property in the class under paragraph 13(38)(c) ITA for taxation yea income that were daimed in preceding years in order to correctly
ending before 2017-01-01* E calculate the deemed total capital cost of the property, the deemed 0
CCA daimed and the UCC balance for this dass on January 1, 2017,
UCC balance in the class on 2017-01-01 (D -E)* F
CCA claimed with respect to this UCC balance* 0 0 0
Rate applicable to the additional deduction 2.00 2.00 2.00
Solution:

Do not take diagnostics E1582 and M30A into account in the above-described situation. In addition, you can
enter “0” using an override on line C to make diagnostic M30A disappear.

r Information relating to class 14.1
{Complete this section if the corporation acquired eligible capital property before January 1, 2017)

Federal Québec Alberta
Ifthe election under subparagraph 13(38)(d)(iv) ITA is made for one
property in the class, enter the capital gain orthe amount to include
in income. 0 0 o]
Note: 'When the corporation also makes the election under
subparagraph 13(38)(d)iii) ITA, this amount will be
updated to one of lines 295 of Schedule 1.

Cumulative eligible capital in respect of the business on
2017-01-01  * A 3,750 3,750 3,750

Ifthe CEC is negative, amount that would need to be included in
the income calculation pursuant to paragraph 14(1)(8) ITA* B 0 0 a

Total deductions that reduced CEC in respect of the business for

taxation years ending before 2017-01-01* c (,_\b 0 0
Deemed capital cost of property in the class under paragraph
13(38)(a) ITA (43 x[A+ (312X B) + C)* D 5,000 5,000 5,000

Amount deemed allowed as a deduction against the capital cost of
property in the class under paragraph 13(38)(c) ITA for taxation years

ending before 2017-01-01* E 1,250 1,250 1,250
UCC balance in the class on 2017-01-01 (D - E)* F 3,750 3,750 3,750
CCA claimed with respect to this UCC balance* 0 0 a
Rate applicable to the additional deduction 2.00 2.00 2.00

These problems will be corrected in Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-016

Schedule 8 WORKCHART, Capital Cost Allowance (CCA) Workchart (Jump Code: 8
WORKCHART) - Incorrect roll forward of the amounts on line C of the “Information
relating to class 14.1” section when the taxation year end date indicated in the client
file before roll forward is December 31, 2016

[ Download the client filter and diagnostic template ]

Problem:

When rolling forward a client file for which a class 14.1 is created in Schedule 8 WORKCHART using the
information contained in Schedule 10 (Jump Code: 10), if the taxation year end date indicated in the client
file before roll forward is December 31, 2016, the amounts rolled forward to columns Federal, Québec and
Alberta of line C are incorrect in the “Information relating to class 14.1” section of the first copy of
Schedule 8 WORKCHART relating to class 14.1. This problem occurs, because the amounts rolled forward are
from the corresponding totals of the Table of CEC deductions from income of previous years located at the
bottom of Schedule 10, and these totals do not take into account the deduction for cumulative eligible
capital (CEC) used for the taxation year that ended on December 31, 2016.

 Information relating to class 14.1
(Complete this section if the corporation acquired eligible capital property before January 1, 2017)

Federal Québec Alberta
If the election under subparagraph 13(38)(d)(iv) ITA is made for one
property in the class, enter the capital gain or the amount to include
in income. 0 0 0
Note: When the corporation also makes the election under
subparagraph 13(38)(d)(iii} ITA, this amount will be
updated to one of lines 295 of Schedule 1.

Cumulative eligible capital in respect of the business on

2017-01-01 : A 6,033 6,033 6,033
If the CEC is negative, amount that would need to be included in
the income calculation pursuant to paragraph 14({1)(b) ITA* B 0 0 0

Total deductions that reduced CEC in respect of the business for
taxation years ending before 2017-01-01* © 1,013 1,013 1,013

Deemed capital cost of property in the class under paragraph -
13(38)(a) ITA (4/3 x [A + (372 x B) + C])* D 9,395 9,395 9,395

Amount deemed allowed as a deduction against the capital cost of
property in the class under paragraph 13(38)(c) ITA for taxation years

ending before 2017-01-01* E 3,362 3,362 3,362

UCC balance in the class on 2017-01-01 (D - E)* F 6,033 6,033 6,033

CCA claimed with respect to this UCC balance® 0 0 0

Rate applicable to the additional deduction 2.00 2.00 2.00
Solution:

After having rolled forward the client file,

e for the Federal column, add the amount rolled forward to line C and the amount on line 405 of
Schedule 1 (Jump Code: 1) of the previous taxation year’s client file, and enter the result on line C;

e for the Québec column, add the amount rolled forward to line C and the amount on line 110 of Form CO-
17.A.1 (Jump Code: Q1) of the previous taxation year’s client file, and enter the result on line C using an
override. Note that this correction is only required if the corporation has a permanent establishment in
Québec and:

o the total of the column Deduction with respect to incorporeal capital property (line 36 of Form
CO-130.B) and the total of the column CEC deduction from income (line 250) differ in the Table of
CEC deductions from income of previous years of Schedule 10 of the previous year’s client file; or

o the amount on line 110 of Form CO-17.A.1 and the amount on line 405 of Schedule 1 calculated in
the previous taxation year’s client file differ;
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e for the Alberta column, if the corporation has a permanent establishment in Alberta and:

o the deduction for cumulative eligible capital is different at the federal level and in Alberta in the
previous year’s client file, add the amount rolled forward on line C and the amount on line 010 of
the AT1 Schedule 12 (Jump Code: A12) of the previous taxation year’s client file, and enter the
result on line C using an override;

o the deduction for cumulative eligible capital is the same at the federal level and in Alberta in the
previous year’s client file, add the amount rolled forward on line C and the amount on line 405 of
Schedule 1 of the previous taxation year’s client file, and enter the result on line C using an
override. Note that this correction is required only if the total of the column CEC deduction from
income (line 24 of the AT1 Schedule 14) and the total of the column CEC deduction from income
(line 250) differ in the Table of CEC deductions from income of previous years of Schedule 10 in the
previous taxation year’s client file.

This problem will be corrected in Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-015

Schedule 8, Capital Cost Allowance (CCA) (Jump Code: 8) - Incorrect display of
diagnostic RO080008 for class 14.1 when the corporation has a taxation year that
straddles January 1, 2017, it disposed of eligible capital property in the taxation year,
before January 1, 2017, and an amount is shown on line T of Schedule 10

(Jump Code: 10)

[ Download the client filter and diagnostic template ]

Problem:

When the taxation year of the corporation straddles January 1, 2017, the corporation disposed of eligible
capital property (ECP) before January 1, 2017, and there is an amount on line T of Schedule 10 (Jump
Code: 10), an amount is transferred as a negative adjustment to line 205, UCC adjustments under
subsections 13(38) and 13(39) ITA of Schedule 8 WORKCHART (Jump Code: 8 WORKCHART) for the
corresponding class 14.1 on January 1, 2017, in order to include the ECP-related recapture in income.

In this specific case, diagnostic RO080008 displays and makes the return not eligible for purposes of printing
the bar codes and electronic filing.

Solution:

If the return is not eligible because of the presence of diagnostic RO080008, answer “Yes” to the question
Transmit or print Bar Codes even if not eligible? using an override in Form RSI, Electronic Filing and Bar
Codes Control Workchart (Jump Code: RSI-EFILE-BAR CODES)

RSI, Electronic Filing and Bar Codes Control Workchart

r Federal (Internet Filing, Bar Codes)
Must this return be electronically filed with the CRA in pursuance of subsection 150.1(2.1) ITA? [ Jves [X]no

Do you want to electronically file this tax return with the CRA?
(If you answer “No,” the bar codes will be printed even if the return must be electronically filed.) Yes D No

Is this return eligible for Corporate Internet Filing (T2 EFILE)? [ Jves [X]no
If "No," please correct the errors indicated by the T2 EFILE diagnostics that require "mandatory modification™
identified by the - icon in the diagnostics pane.

Is this return eligible to print the bar codes? DYes No

If “No,” please correct the errors indicated by the RSI — bar codes diagi of type “Mandatory modification”
and "Exclusion” identified by the - and H icons in the diagnostics pane.

Transmit or print Bar Codes even if not eligible? Note that if the business number and/or the NAICS code are missing, note that
it will not be possible to EFILE the return or fo print it in bar code format, even if you answer “Yes” to this question.

N7

Yes I:I No/

This problem will be corrected in Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-014

Schedule 8 WORKCHART, Capital Cost Allowance (CCA) Workchart (Jump Code: 8
WORKCHART) - Incorrect display of diagnostic E49A for class 14.1 when a disposition is
entered in a copy of Schedule 8 WORKCHART ADD (Jump Code: 8 WORKCHART ADD)
for the current taxation year

[ Download the client filter and diagnostic template ]

Problem:

Diagnostic E49A, which relates to the possible creation of a copy of Schedule 8 WORKCHART ADD for

goodwill, incorrectly displays when the following conditions are met:

e the taxation year of the corporation ends after December 31, 2016;

e inaclass 14.1, the amount on line A, Cumulative eligible capital in respect of the business on
2017-01-01, of the “Information relating to class 14.1” section is greater than 0;

e the amount on line D, Deemed capital cost of property in the class under paragraph 13(38)(a) ITA, of
the “Information relating to class 14.1” section is equal to the total of the amounts on line Adjusted
cost base of the copies of Schedule 8 WORKCHART ADD relating to class 14.1;

e information relating to the disposition of one or more eligible capital property during the taxation year,
after December 31, 2016, is entered for this class 14.1 in a copy of Schedule 8 WORKCHART ADD.

Schedule 8 WORKCHART

Cumulative eligible capital in respect of the business on
2017-01-01 i A 4,000, 4,000 4,000
———

If the CEC is negative, amount that would need to be included in

the income calculation pursuant to paragraph 14(1)(h) ITA* B 0 0 0

Total deductions that reduced CEC in respect of the business for

taxation years ending before 2017-01-01* C 3,500 3,500 3,500

Deemed capital cost of property in the class under paragraph h

13(38)(a) ITA (4/3 x [A + (3/2x B) + C])* D 7 10,000 10,000 10,000

Amount deemed allowed as a deduction against the capital cost of v

prop_}erty in the class under paragraph 13(38)(c) ITA for taxation years 5142*‘& N iﬂ;endi';ﬁr \‘;fn(?dmgf:;sgn{e‘é'aéu‘gpﬁ Es:{"ggefet:i rﬂ'ﬂgﬁ

ending before 2017-01-01* E | the total of all acquisition costs in the copies of Form 8 WORKCHART 61000
ADD. Verify if the creation of a copy for goodwill for this business,

UCC balance in the class on 2017-01-01 (D - E)® Foo | vinenocqistoncostol 10,000 requred 4,000

Schedule 8 WORKCHART ADD

Adjusted cost base of partial dispositions in prior years = 0
Quéhec 0
Alberta 0
Adjusted cost base =<- %‘ 000
Québec ;000
Alberta 10,000
— Disposition
Disposal date @-03-01
Proceeds of disposition —————"10,000,
Outlays and expenses - —_— 0
Net proceeds = m
Québec 0,000
Alberta 10,000
Solution:

In this particular case, do not take diagnostic E49A into account.

This problem will be corrected in Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-013

Schedule 8 WORKCHART, Capital Cost Allowance (CCA) Workchart (Jump Code: 8
WORKCHART) - Incorrect calculation on lines D, E and 205 for class 14.1 when, in a
taxation year straddling January 1, 2017, the corporation disposed of eligible capital
property before January 1, 2017, the amount on line T of Schedule 10 (Jump Code:
10) is greater than 0 and amount S in Schedule 10 is equal to O

[ Download the client filter and diagnostic template ]

Problem:

The calculations on line D, Deemed capital cost of property in the class under paragraph 13(38)(a) ITA,
line E, Amount deemed allowed as a deduction against the capital cost of property in the class under
paragraph 13(38(c) ITA for taxation years ending before January 1, 2017, and line 205, UCC adjustments
under subsections 13(38) and 13(39) ITA, which have been added for class 14.1, are incorrect when the
following conditions are met:

e the taxation year straddles January 1, 2017;

e an eligible capital property (ECP) has been disposed of in the taxation year, before January 1, 2017;
e the amount on line K of Schedule 10 is negative;

e the amount on line S of Schedule 10, which represents the amount to include in income under the rules
relating to ECP, is equal to 0; and

e the amount on line T of Schedule 10, which represents the recapture of prior years’ CEC deductions, is
greater than 0;

When all these conditions are met, the amount on line D should always be equal to 0, and the amount shown
on lines E and 205 should be equal to the amount on line T of Schedule 10, which is currently not the case.

Schedule 10

Deduct; Proceeds of sale (less outlays and expenses not otherwise deductible) from
the disposition of all eligible capital property during the taxation year . . .. P4 30,0002G
e ———

The gross amount of a reduction in respect of a forgiven debt

obligation as provided for in subsection 80(T) . - » .« ~ » o oo b 0, H
Other adiUSIMENES .+ v v v v v e e e e e e e e e e e e e e e 246 0
(add amounts G H, and 1) 30,000 3/4 -FEF] 22,500
Cumulative eligible capital balance (amount F minus amount J) . . . . . o L. K
(if amount K is negative. enter "0" at line M and proceed fo Part 2)
Line 6 minus line 9 (if negative, enter "0") . . . . . L .. L 20,000 p 20,000

Line N minus line O (if negative, enter "0") . . . . . o i i i e e e e e e e e e e e e

0
S —
Line P minus line Q (if negative, enter "0") . . . . . oo i e e e e e e e e e e e 05
Amount R 0 x2/3 = (i)
Amount N or amount O, whichever IS 1855 . . L . L L L L L e e e e e e e e e e e e e e e e i C)
Amount to be included in income (amount S plus amount T) (enter this amount on line 108 of Schedule 1) m 200

Schedule 8 WORKCHART

Cumulative eligible capital in respect of the business on

2017-01-01  * A -18,500 -18,500 -18,500
If the CEC Is negative, amount that would need to be included in -
the income calculation pursuant to paragraph 14(1)(b) ITA* B 0 0 0
Total deductions that reduced CEC in respect of the business for
taxation years ending before 2017-01-01* [od 20,000 20,000 20,000

Amount deemed allowed as a deduction against the capital cost of
property in the class under paragraph 13(38)(c) ITA for taxation years

ending before 2017-01-01* E 20,000, 20,000 20,000

Deemed capital cost of property in the class under paragraph
13(38)(a) ITA (4/3 x [A + (3/2 X B) + C])* D m 2,000 2,000
e
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UCC (opening) 0 0 1
ITC (prior year) 0 0 2
GST/PST rebate 0 0 3
Adjustments 0 0 4
UCC adjustments under subsections 13(38) and 13(39) ITA -20000 -20,000

e > o > o

In addition when the amount on line S of Schedule 10 is equal to 0, diagnostics M30B and E51B display,
which is incorrect.

Cumulative eligible capital in respect of the business on

2017-01-01 " A -18,500 -18,500 -18,500
If the CEC is negative, amount that would need to be included in -
the income calculation pursuant to paragraph 14(1)(b) ITA* B | 0 0 0
Total deductions that reduced CEC in respect of the business for -+
taxation years ending before 2017-01-01* C ) 20,000

- - ) M30E - Schedule 8 WORKCHART - Class 14. 1 has been created during —

Deemed capital cost of property in the class under paragraph the taxation year. Because the CEC balance is negative, indicate the
13(38)(a) ITA (4/3 x [A + (3/2 x B) + C])* D ( amount to indude in the income under subparagraph 13(38)(d)() ITA 2,000

in order to correctly calculate the CCA recapture for this dass.,

Amount deemed allowed as a deduction against the capital cost of

nronarby in tha ola. undar naranranbh 127308 ITA for tavatinn vaar

Default the cumulative eligible capital deduction 0 ZErO . . . . . . i i e e e e e e e e e

The taxation year of the corporafion includes January 1, 2017, or ends after thatdate™ . ... .. ... ... ... ............. m‘(es m No
The corporation makes the election under subparagraph 13(38)(d)(iil) ITA ™ . . . . . . i i i e e e e e e e e l 2
(When this election is made, the amount from line S will be entered on line 295 of Schedule 1 and the amount on line T will be entered ES18 - Schedule 8 WORKCHART - The CEC balance on January 1,
as a negative adjustment in class 14.1 of Schedule 8.) o ‘:ug::;‘;:pf‘"?}?’;)Ej{;g’f_}’:” Ai”:sre":uﬁtrm;k:in'f;iffn‘:‘”g
* When the answer indicated on this line is “Yes,” the schedule is not applicable :EJEUWSE:E”‘E Jepose of capital property. Make the requred
** Pursuant to Bill C-29, A second Act to implement certain provisions of the budget tabled in Parliament on March 22, 2016 and other
foblod on Aatabar 98 9nd
Solution:

In cases where the amount on line D is positive, enter “0,” on that line using an override.

Cumulative eligible capital in respect of the business on

2017-01-01 * A -18,500 -18,500 -18,500
If the CEC is negative, amount that would need to be included in -
the income calculation pursuant to paragraph 14(1)(b) ITA* B 0 0 0
Total deductions that reduced CEC in respect of the business for
taxation years ending before 2017-01-01* @ 20,000 20,000 20,000

Deemed capital cost of property in the class under paragraph
13(38)(a) ITA (4/3 x [A + (3/2xB) + C])* D 0 0

In cases where the amount on line E is greater than the amount on line T of Schedule 10, enter the amount

from line T on line E, using an override. The amount on line 205 will automatically be updated.

Amount deemed allowed as a deduction against the capital cost of

property in the class under paragraph 13(38)(c) ITA for taxation years
ending before 2017-01-01~ E 18,500 18,500 18,500
e

UCC balance in the class on 2017-01-01 (D - E)* E 0 0
UGC (opening) 0 0 1
ITC (prior year) 0 0 2
GST/PST rebate 0 0 3
Adjustments 0 0 4
UCC adjustments under subsections 13(38) and 13(39) ITA -18,500 -18,500
Dodadiii ain . » n » n

When the corporation has a permanent establishment in Québec and/or Alberta, follow the same procedure

for lines D, E and 205 of the Québec and Alberta columns in Schedule 8 WORKCHART. If the amounts
specific to each jurisdiction differ from the amounts in the Federal column, make sure to make the
adjustments by taking the provincial amounts into account.
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— Information relating to class 14.1
(Complete this section if the corporation acquired eligible capital property before January 1, 2017)
Federal Québec Alberta

If the election under subparagraph 13(38)(d)(iv) ITA is made for one
property in the class, enter the capital gain or the amount to include
in income. 0 0 0
Note: When the corporation also makes the election under

subparagraph 13(38)(d)(iii) ITA, this amount will be

updated to one of lines 295 of Schedule 1.

Cumulative eligible capital in respect of the business on

20170101~ A -18,500 -18,500 -18,500
If the CEC is negative, amount that would need fo be included in -

the income calculation pursuant to paragraph 14(1)(b) ITA® B 0 0 0
Total deductions that reduced CEC in respect of the business for

taxation vears ending before 2017-01-01% [od 20,000 20,000 20,000

Deemed capital cost of property in the class under paragraph hhh
13(38)(a) ITA (4/3 x [A + (3/2 x B) + C])* D 0 0 0
Amount deemed allowed as a deduction against the capital cost of

property in the class under paragraph 13(38)(c) ITA for taxation years h h h
ending before 2017-01-01* E 18,500, 18,500 18,500,

Finally, if the amount on line S of Schedule 10 is equal to 0, do not take diagnostics M30B and E51B into
account.

These problems will be corrected in Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-008

Schedule 8 WORKCHART, Capital Cost Allowance (CCA) Workchart (Jump Code:

8 WORKCHART) - Incorrect calculation on lines D, E and 205 when several copies are
created with respect to class 14.1 for a taxation year that straddles January 1, 2017,
and an amount is calculated on line Q of Schedule 10 (Jump Code: 10)

[ Download the client filter and diagnostic template ]

Problem:

The calculations on line D, Deemed capital cost of property in the class under paragraph 13(38)(a) ITA,
line E, Amount deemed allowed as a deduction against the capital cost of property in the class under
paragraph 13(38(c) ITA for taxation years ending before January 1, 2017, and line 205, UCC adjustments
under subsections 13(38) and 13(39) ITA, which have been added for class 14.1, are incorrect when the
following conditions are met:

e multiple copies relating to class 14.1 have been created in Schedule 8 WORKCHART (either by
calculation,” from the information in Schedule 10 WORKCHART, Cumulative Eligible Capital Deduction
Workchart (Jump Code: 10 WORKCHART), or directly in Schedule 8 WORKCHART);

e the taxation year of the corporation straddles January 1, 2017;
e the amount on line K of Schedule 10 is negative; and
e an amount is calculated on line Q of Schedule 10 (meaning that an amount is entered on line 402 of

Schedule 10 with respect to CEC deduction claimed for taxation years beginning before July 1, 1988) and

this amount is less than or equal to the amount on line P of Schedule 10.

* Corporate Taxprep automatically creates a separate CCA class 14.1 per business name entered on the line Business
name of the copies of Schedule 10 WORKCHART.

When all these conditions are met, an amount corresponding to the four thirds of the amount on line Q of
Schedule 10 is automatically added to the amount entered on line D of Schedule 8 WORKCHART in all copies
relating to class 14.1, which is incorrect. This problem also affects the calculations on lines E and 205.

Page 21 of 74


http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=6928
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=6928
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=6928
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=6928

Corporate Taxprep 2016 Troubleshooting

Solution:
Situation No. 1

When the business relating to class 14.1 existed on January 1, 2017, and an amount is calculated or should
be entered on lines A, B and/or C of the “Information relating to class 14.1” section, perform the following
calculation and enter the result on line D using an override:

4/3 x[A+(3/2xB)+C+1Z]

where:

A = CEC in respect of the business on January 1, 2017;

B = if this CEC amount is negative, the amount that would need to be included pursuant to
paragraph 14(1)(b) ITA, as that paragraph applied immediately before January 1, 2017;

C = amount of item F of the definition of “cumulative eligible capital” set forth in subsection 14(5) ITA, as
that subsection applied immediately before January 1, 2017;

Z = item D.1 from the definition of “Cumulative eligible capital” set forth in subsection 14(5) ITA (as that
subsection applied immediately before January 1, 2017).

Cumulative eligible capital in respect of the business on

2017-01-01 * 1,000 1,000 1,000
If the CEC is negative, amount that would need to be included in
the income calculation pursuant to paragraph 14(1)(b) ITA* 0 0 0
Total deductions that reduced CEC in respect of the business for
taxation years ending before 2017-01-01 500 500 500
Deemed capital cost of property in the class under paragraph
13(38)(a) ITA (4/3 x [A + (3/2x B) + C])* D m 2,667 2,000

—

Situation No. 2

In cases where eligible capital property for which class 14.1 has been created have been acquired after
December 31, 2016, and where there is no amount to enter on lines A, B and C, enter “0” on line D, using an
override.

Cumulative eligible capital in respect of the business on

2017-01-01 * A 0 0 0
If the CEC 1s negative, amount that would need to be included in
the income calculation pursuant fo paragraph 14(1)(b) ITA* B 0 0 0
Total deductions that reduced CEC in respect of the business for -
taxation years ending before 2017-01-01% @ 0 0 0
Deemed capital cost of property in the class under paragraph
13(38)(a) ITA (4/3x[A + (3/2xB) + C])* D 0 0

When the corporation has a permanent establishment in Québec and/or Alberta, follow the same procedure
to perform the calculation on line D in the Québec and/or Alberta columns of Schedule 8 WORKCHART,
as applicable.

Situation No. 1

Cumulative eligible capital in respect of the business on

2017-01-01 * A 1,000 1,000 1,000
If the CEC is negative, amount that would need to be included in
the income calculation pursuant to paragraph 14(1)(b) ITA* B 0 0 0
Total deductions that reduced CEC in respect of the business for
taxation years ending before 2017-01-01* @ 500 500 500

Deemed capital cost of property in the class under paragraph
13(38)(a) ITA (4/3 X [A + (312 X B) + C))" o < 20 200 2,00
e e ———— e
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Situation No. 2

Cumulative eligible capital in respect of the business on

2017-01-01 * A 0 0 0
If the CEC is negative, amount that would need to be included in
the income calculation pursuant to paragraph 14(1)(b) ITA® B 0 0 0
Total deductions that reduced CEC in respect of the business for
taxation years ending before 2017-01-017 Cc

o

0 0 0
Deemed capital cost of property in the class under paragraph
Once the amount on line D is overridden, the amounts on line E and 205 will be calculated by Corporate
Taxprep.

This problem will be corrected in Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-012

Schedule 9 WORKCHART, Related and Associated Corporations Workchart (Jump Code:
9 WORKCHART) — The reduced business limit of the filing corporation is not rolled
forward to the field “Reduced business limit of prior taxation year”

[ Download the client filter and diagnostic template }

Problem:

Currently, Corporate Taxprep does not roll forward, to the field “Reduced business limit of prior taxation
year” of Schedule 9 WORKCHART, the amount of reduced business limit that was entered on line 425 of
Schedule 200 (Jump Code: J), if applicable, for the client files created with a version prior to

Corporate Taxprep 2016 v.2.0. This amount is used to determine if the corporation is eligible for the
additional one-month period to pay its income tax balance due.

This problem arises from the fact that a field (amount H) has been added to the “Small business deduction”
section of Schedule 200 and the amount rolled forward to the field “Reduced business limit of prior taxation
year” of Schedule 9 WORKCHART is now the amount shown in this new field.

r Small business deduction
Canadian-controlled private corporations (CCPCs) throughout the tax year

Income from active business carried on in Canada from Schedule 7 ... L. . 150,000, A
Taxable income from line 360 on page 3, minus 100/28 357143  , ofthe amount on line 632% on page 8,

minus 4 « limes the amount on line 636** on page 8, and minus any amount that, because of

federal law, is exemptrom Part 118X L 405 150,000, B
Business limit (see notes 1 and 2 below) . 410 500,000, ¢
Notes:

1. For CCPCs that are not associated, enter $ 500,000 on line 410. However, if the corporation’s tax year is less than 51
weeks, prorate this amount by the number of days in the tax year divided by 365, and enter the result on line 410.

2. For associated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410.

Business limit reduction:

Amount G so0,000, « R 4,500 D = 200,000,
11,250
Reduced business limit (amount C minus amount E) (if negative, enter "07) . L ..... 300,000 F
Business limit the CCPC assigns under subsection 125(3.2) (amount O below) . . . ... .. ... ... ... . 8l c
Amount Fminus amount G ... H
Solution:

You can either:

e open the client file created with a version prior to Corporate Taxprep 2016 v.2.0 in version 2016 2.0,
then save and roll forward the file with this version; or

¢ in the file already rolled forward with version 2016 v.2.0, enter the amount of the reduced business
limit (line 425 of Schedule 200) indicated in the client file of the prior taxation year in the field
“Reduced business limit of prior taxation year” of Schedule 9 WORKCHART. Note that if the prior
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taxation year is less than 357 days, the amount that should be entered in the field “Reduced business
limit of prior taxation year” is the amount of the reduced business limit (line 425 of Schedule 200)
indicated in the client file of the prior taxation year multiplied by 365 and divided by the number of
days in the prior taxation year.

r General information — Filing corporation
Thiz workchart allows the tax preparer to input common information for the filing corporation on one screen. Right click to view a list of forms on this
waorkchart. Press "F17 for further information on each schedule.

Name of the corporation  Corporation A

Name of the Related/Associated Corporation Group Group A

By entering a meaningful name for the related/associated corporation group in this field, you will be able to identify the corporations that are part of the same
group in the Client Manager.

Business NUumber ' 22322 3223 RCO001
Select the appropriate box:
The corporation is a cooperative or a credit union eligible forthe SBD* L L. D
Association code ... 1 v Associated for purposes of alocating the business limit (unless association code 5 applies)
Taxation Taxation
year start year end
Taxation yearof the corporation .. '2015-12-01  '2016-11-30
Selectthis check box ifthere are two taxation years in the same calendaryear ... ....... |:|
Taxable capital employed in Canada forthe year .. : 12,000,000
Taxable income of priortaxation Years .. 150,000

Reduced business limit of prior taxation year® L e 300,000

* For more information, press F1.

Do you want to display all of the parts? .. |:| Yes Mo

This problem will be corrected in Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-011

Identification, Corporate Identification and Other Information (Jump Code: ID) -
Problem relating to the relevant spot rate that should be entered for the functional
currency

[ Download the client filter and diagnostic template }

Problem:

If you elect to file the tax return in a functional currency, you should enter the relevant spot rate under line
079 of the Identification form. This rate is used to translate the amounts used for purposes of Taxprep
calculations into functional currency. The calculations performed by the program require that the exchange
rate entered be the rate used to translate the functional currency into Canadian dollars, but, as per the
“relevant spot rate” definition set out in subsection 261(1) ITA, the rate to enter should rather be the rate
used to translate from the Canadian dollar into the functional currency. However, if the exchange rate is
entered in the format prescribed by law, the Taxprep calculations are incorrect.

Solution:

Make sure that you enter the exchange rate to use to translate the selected functional currency into
Canadian dollars.

Example: The corporation elected to use a functional currency, i.e. the U.S. dollar, for its fiscal year
beginning on December 30, 2016. In Taxprep, the rate to indicate under line 079 must be 1.3427 and not
0.7448.
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1.00 CAD ( Canadian Dollar)

USD (U.S. dollar (noon))

If an election was made under section 261, state the functional currency used . . . 01 '~ USD/US Dollar

Date & USD = U_S. dollar (noon) Exchange rate
2016-12-30 0.74USD 0.7448 [1.3427]
Is this the final return: Upto dissolulon® ' .o o e D‘res Em
Date of dissolution . .. .. ..........

Relevant spol rate for the first day of the particular taxation year .. ........... !: 1.3422 >

This problem will be corrected in Corporate 2017 v.1.0.

Troubleshooting T22016-010

Schedule 7, Aggregate Investment Income and Active Business Income (Jump Code: 7)

- Incorrect display of diagnostic R0O070001

I Download the client filter and diainostic temﬁlate I

Problem:

When the corporation only has a loss from property (line 82) in Schedule 7, diagnostic R0070001 displays.

This diagnostic makes the return not eligible for printing and electronic filing purposes.

— Specified partnership income, when the CCPC 1s @ member of one or more parinership(s); and
— income from an active business carried on in Canada for the small business deduction.

+ For more information, see the sections called "Small Business Deduction” and "Refundable Portion of Part | Tax" in Guide T4012,
T2 Corporation — Income Tax Guide.

r Part 1 — Aggregate inv income

The aggregate investment income is the aggregate world source income.

Eligible portion of taxable capital gains for the Year .. . ... ..........couiuuaue ittt 002

Deduct:

Eligible portion of allowable capital losses for the year (including allowable business

INVESIMENE I0SSES)  + « &« v v e e e e m e e e e e e e e e e e e 012 0 a

Net capital losses of previous years claimed on line 332 onthe T2 return . . ... ... ... 022 8 0 b
Subtotal (amount a plus amount b) 0

Amount A minus amount B (wM

Total income from property (include income from a specified investment business

carried on in Canada other than income from a source outside Canada) .. .......... 032 0c

Deduct:

EXemptinCome . . ..o et 01

Amounts received from Agrilnvest Fund No. 2 that
were included in computing the corporation's income:

FOrthe YA . oo v oo oo e e e e e 02
Taxable dividends deductible (total of column F on
Schedule 3 minus related expenses) . ... ........ 0 3
Business income from an interest in a trust that is
considered property income under paragraph 108(5)(a) - 0 4
Subtotal (add amounts 1 fo 4) 0 » 04
Subtotal (amount ¢ minus amount d) 0»

Amount C plus amount D
Total losses from property (include losses from a specified investment business carried on in Canada
ofher than @ loss TOM @ SOUICE OUISIAE CANAA) - - « « « « « + + « + e s e et et ee e e e e e et e qos2

Amount E minus amount F (if negative, enter "0") .. .. ... ... L 092
Enter amaunt G an line 440 of the T2 raturn

Solution:

If the return is not eligible because of the presence of diagnostic R0O070001, answer “Yes” to the question
Transmit or print Bar Codes even if not eligible? using an override in Form RSI, Electronic Filing and Bar

Codes Control Workchart (Jump Code: RSI-EFILE-BAR CODES)
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RSI, Electronic Filing and Bar Codes Control Workchart
r Federal (Internet Filing, Bar Codes)

Must this return be electronically filed with the CRA in pursuance of subsection 150.1(2.1) ITA? DYES E No
Do you want to electronically file this tax return with the CRA?

(If you answer “No,” the bar codes will be printed even if the return must be electronically filed.) EYES D No
Is this return eligible for Corporate Internet Filing (T2 EFILE)? D Yes No

If "No," please correct the errors indicated by the T2 EFILE diagnostics that require "mandatory modification”
identified by the - icon in the diagnostics pane.

Is this return eligible to print the bar codes? DYes No
If “No,” please correct the errors indicated by the RSl — bar codes diagnostics of type “Mandatory modification™
and "Exclusion” identified by the - and ﬂ icons in the diagnostics pane.

Transmit or print Bar Codes even if not eligible? Note that if the business number and/or the NAICS code are missing, note that b
it will not be possible to EFILE the return or fo print it in bar code format, even if you answer “Yes” to this question. - Yes l:l Ni/
—

—

This problem will be corrected in Corporate Taxprep 2017 v.1.0.

Troubleshooting memo T22016-007

Schedule 3, Dividends Received, Taxable Dividends Paid and Part IV Tax Calculation
(Jump Code: 3) - Part IV tax payable calculation incorrect when a Part IV tax amount is
payable on dividends received before January 1, 2016, and dividends received after
December 31, 2015, an amount is entered on line 360 of Schedule 43 and losses
deducted from Part IV tax are greater than the difference between Part IV tax on
dividends received after December 31, 2015, and the amount on line 320.1 divided by
38 1/3%

[ Download the client filter and diagnostic template ]

Problem:

When the corporation has Part IV tax payable because of dividends received before January 1, 2016, and
dividends received after December 31, 2015, an amount of Part IV.1 tax payable on dividends subject to
Part IV tax is indicated on line 360 of Schedule 43 (Jump Code: 43), Corporate Taxprep enters the amount
from line 360 of Schedule 43 on line 320.1 of Schedule 3. However, when losses are deducted from Part IV
tax and the amount of the losses deducted is greater than the difference between Part IV tax on dividends
received after December 31, 2015, and the amount on line 320.1 divided by 38 1/3%, the amount from
Schedule 43, or part of this amount, should be entered on line 320.2 instead.
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Part 2 — Calculation of Part [V tax payable
Period after December 31, 2015

Part IV tax before deductions (amount J in Part 1)

Deduct:
Part V| tax payable on dividends subject to Part [V tax

Deduct:
Current-year non-capital loss claimed to reduce Part Vtax . .. .. .. .. 3301 " 34,782
MNon-capital losses from previous years claimed to reduce Part [V tax . . . 3351 "
Current-year farm loss claimed to reduce Part IV tax 401 " 0,
Farm losses from previous years claimed to reduce Part Vtax ... . .. 51

Total losses applied against Part IV tax 34,782 x 38 1/

Part IV tax payable (enter amount on line 712 ofthe T2 return) . .. . . ..o oL Lo

Period before January 1, 2016

Part IV tax before deductions (amount J in Part 1)

Deduct:
Part V.| tax payable on dividends subject to Part [V tax

Deduct:
Current-year non-capital loss claimed to reduce Part Vtax . .. .. .. .. 3302 " 25,218
Non-capital losses from previous years claimed to reduce Part [V tax . . . 3352 " 0
Current-year farm loss claimed to reduce Part IV tax o2 ' 0,
Farm losses from previous years claimed to reduce Part Vtax ... . .. M52 0

Total losses applied against Part IV tax 25,218 x 1

Part IV tax payable (enter amount on line 712 of the T2 return) . .. . . . oo L L L.

15,333
3201 ' 2,000

Subtotal 333
3% =___ 13,333
360.1 0

16,667

3202 1)

Subtotal 16,667
r3=___ 8406
%02______ 8261

Solution:

Do not take diagnostic E2050 into account, and enter on line 320.2
of Schedule 43. If the amount on line 360 of Schedule 43 is greater

of Schedule 3 the amount from line 360
than the amount of Part IV tax payable

on dividends received before January 1, 2016, enter on line 320.2 the amount of Part IV tax payable on

dividends received before January 1, 2016.

Part 2 — Calculation of Part IV tax payable
Period after December 31, 2015

Part IV tax payable (enter amount on line 712 of the T2 return)

Part IV tax before deductions (amount Jin Part 1) . . . . . . . .. L 15,333
Deduct:
Part V.| tax payable on dividends subject to Part IV tax 3201 0
Subtotal 15,333
Deduct:
Current-year non-capital loss claimed to reduce Part W tax . . . . ... . .. 3301 " 39,999,
MNon-capital losses from previous years claimed to reduce Part IV tax 3351
Current-year farm loss claimed to reduce Part IV tax . ... ... ... ... 3401 " DI
Farm losses from previous years claimed to reduce Part [V tax 3451 0
Total losses applied against Part IV tax 39,999 x 38 1/ 3% = 15,333
Part IV tax payable (enter amount on line 712 of the T2 return) 360.1 0
Period before January 1, 2016
Part IV tax before deductions (amount Jin Part 1) . . . . . . . .. 16,667
Deduct:
Part IV | tax payable on dividends subject to Part IV tax L3202 2,000
Subtota ;00
Deduct:
Current-year non-capital loss claimed to reduce Part [Vtax . . . . .. .. .. 3302 " 20,001
Non-capital losses from previous years claimed to reduce Part IV tax 3352 0
Current-year farm loss claimed to reduce Part IV tax 02 D|
Farm losses from previous years claimed to reduce Part Vtax .. .. ... 3452 ' 0
Total losses applied against Part [V tax 20,001 x 173 = 6,667

8,000

= ]

360.2

This problem will be corrected in Corporate Taxprep 2016 v.2.0.
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Troubleshooting memo T22016-001

Schedule 89, Request for Capital Dividend Account Balance Verification (Jump
Code: 89) — The amount of dividends paid in the year from the capital dividend
account (CDA) is not rolled forward to column 7 in certain situations

[ Download the client filter and diagnostic template }

Problem:

Currently, Corporate Taxprep does not roll forward, to column 7 of Schedule 89, the amount of dividends
paid in the year from the CDA that was entered on line 510 of Schedule 3 (Jump Code: 3) for client files
prepared with a version prior to Corporate Taxprep 2015 v.2.0 and that are rolled forward directly to
version 2016 v.1.0. This error occurs because the field allowing you to enter this amount has been added in
version 2015 v.2.0.

Solution:
You can either:

e open the client file prepared with a version prior to Corporate Taxprep 2015 v.2.0 in
version 2016 v.1.0, save the file, and roll forward this file to version 2016 v.1.0; or

e in the client file already rolled forward with version 2016 v.1.0, enter the amount of dividends paid
in the year from the CDA (line 510 of Schedule 3) indicated in the initial client file in column 7 of
Schedule 89 for the previous year.

~ Part 1 — CDA components (except for eligible capital property) (Note 1 and Note 2)
0|f you click the Sort button, the capilal dividend account components wil be listed in chronological order according [ 5o |
1o the taxation year-end dates or the relevant dates, on screen and when printing
=] Add ¥ Delete
1 2 3 4 5 6 7
Tax year-end or Non-taxable Capital dvidends | Net proceeds of a Non-taxable Capital dividends | Capital dvidends
relevant date portion of capital received life iInsurance portion of capital from a frust payable per
YYYY/MM/DD) gains and per paragraph policy gains from a trust per paragraph subsection 83(2)
non-deductible 89(1)(b) per paragraph per paragraph 89(1)(g)
capital losses 89(1)(d) 89(1)(M)
per paragraph
89(1)(a)
(Mote 3) (Note 4)
1. 2011-12-31 5,000 0 0 0 0 0
2| 2012-12-31 5,000 0 0 0 0 0
3. 2013-12-31 10,000 0 0 0 0 0
4| 2014-12-31 15,000 0 0 0 04 0
e —
YYYY-MM-DD) 0| 0 0 0 0 0
Totals 35,000 0 0 0 0 0

This problem will be corrected in Corporate Taxprep 2016 v.2.0.

For information purposes, if you have to allocate the amount of capital dividends paid between several
years in column 7 and you have access to the client file of the corporation prepared with Corporate Taxprep
2014 v.2.0, you can refer to the CDA calculation workchart in Form Continuity of Capital Dividend Account
(Jump Code: CDA) of this client file.
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Troubleshooting T22016-032

CO-1159.2, Compensation Tax for Financial Institutions (Jump Code: 11592) -
Extension of the compensation tax for financial institutions and maintenance of rates
for an additional five-year period

[ Download the client filter and diagnostic template ]

Problem:

In its March 28, 2017 Budget, the Québec government announced the extension of the compensation tax for
financial institutions and the maintenance of rates for an additional five-year period. Therefore, the
application period of the compensation tax is extended until March 31, 2024.

Here are the rates of the compensation tax for financial institutions according to the period covered:

e for salaries and wages paid:

— where the corporation is a bank, a loan corporation, a trust corporation, or a corporation
trading in securities, the rate is 4.48% for the period from December 3, 2014 to March 31, 2022,
and 2.80% for the period from April 1, 2022, to March 31, 2024;

— where the corporation is a savings and credit union, the rate is 3.52% for the period from
December 3, 2014, to March 31, 2022, and 2.20% for the period from April 1, 2022, to March 31,
2024;

— where the corporation is a financial institution, but is neither a savings and credit union, a bank,
a loan corporation, a trust corporation or a corporation trading in securities, nor an insurance
corporation, the rate is 1.44% for the period from December 3, 2014, to March 31, 2022, and
0.90% for the period from April 1, 2022, to March 31, 2024.

e for insurance premiums and amounts established in respect of insurance funds, the rate is 0.48% for the
period from December 3, 2014, to March 31, 2022, and 0.30% for the period from April 1, 2022, to

March 31, 2024.

We invite you to consult point 3.1 in Section A of the 2017-2018 Québec Budget at the following address for
more information on these changes:

http://www.budget.finances.gouv.qc.ca/budget/2017-
2018/en/documents/Budget1718_Additionallnfo.pdf#page=5

Currently, Corporate Taxprep does not take these measures into account.

Solution:

The corporation is a bank, a loan corporation, a trust corporation, or a corporation trading in securities

(Section 2.2)

If the taxation year of the corporation ends after March 31, 2017, enter on line 23 of column C, the salaries
and wages paid before April 1, 2022, then, remove the value entered on line 23 of column D.

2.2 Compensation tax applicable to salaries and wages paid
A B C D
Salaries and wages Salaries and wages Salaries and wages Salaries and wages
paid before paid after paid after paid after
January 1, 2013 December 31, 2012, December 2, 2014, March 31, 2017,
and before and before and before
December 3, 2014 April 1, 2017 April 1, 2019
Salaries and wages paid® by the corporation during
the period(s) of the year in which it was deemed to | " ——
be a financial institution 23 0 04 p 0
Rate applicable to the salaries and wages paid x 3.9% 2.8% .48 % 2.8%
Multiply line 23 by line 24. = 0 0 0 0
Add the amounts on line 25.
Comp tion tax applicable to salaries and wages paid = |25a 0

Page 29 of 74


http://www.budget.finances.gouv.qc.ca/budget/2017-2018/en/documents/Budget1718_AdditionalInfo.pdf#page=5
http://www.budget.finances.gouv.qc.ca/budget/2017-2018/en/documents/Budget1718_AdditionalInfo.pdf#page=5
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=7166
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=7166
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=7166
http://tc.cch.ca/cchservices/download/pushdocs.asp?doc=7166

Corporate Taxprep 2016

Troubleshooting

The corporation is a savings and credit union (Part 4)

If the taxation year of the corporation ends after March 31, 2017, enter on line 46 of column C, the salaries
and wages paid before April 1, 2022, then, remove the value entered on line 46 of column D.

4 Savings and credit union
A B C D
Salaries and wages Salaries and wages Salaries and wages Salaries and wages
paid before paid after paid after paid after
January 1, 2013 December 31, 2012, December 2, 2014, March 31, 2017,
and before and before and before
December 3, 2014 April 1, 2017 April 1, 2019
Salaries and wages paid® by the corporation during
the period(s) of the year in which it was deemed to q
be a financial institution 46 0 0
Rate applicable to the salaries and wages paid x |47 3.8% 2.2% 3.52% 2.2%
Multiply line 46 by line 47. = 0 0 0
Add the amounts on line 47a. = 0

The corporation is a financial institution, but is neither a savings and credit union, a bank, a loan
corporation, a trust corporation or a corporation trading in securities, nor an insurance corporation (Part 7)

If the taxation year of the corporation ends after March 31, 2017, enter on line 67 of column C, the salaries
and wages paid before April 1, 2022, then, remove the value entered on line 67 of column D.

7 Other corporation that is a financial institution
Complete Part 7 for any other corporation, including a legal person that is deemed to be a financial institution further to an election it made or is deemed
to have made jointly with a bank, loan corporation, trust corporation, corporation trading in securities, savings and credit union. insurance corporation, or
professional order.
Has the corporation made an election under subsection 150(1) of
the Excise Tax Act to be deemed a financial institution? I:‘Yes DND
A B C D
Salaries and wages Salaries and wages Salaries and wages Salaries and wages
paid before paid after paid after paid after
January 1, 2013 December 31, 2012, December 2, 2014, March 31, 2017,
and before and before and before
December 3, 2014 April 1, 2017 April 1, 2019
Salaries and wages paid® by the corporation during
the period(s) of the year in which it was deemed to
be a financial institution 67 0 0 <; D_> 0
Rate applicable to the salaries and wages paid
before January 1, 2013 68 1.5% NIA NI/A N/A
Rate applicable to the salaries and wages paid
after December 31, 2012. If the corporation has
elected to be deemed a financial institution under
subsection 150(1) of the Excise Tax Act, enter
» 0.9% for salaries and wages paid after

December 31, 2012, and before

December 3, 2014, or after

March 31, 2017, and before

April 1, 2015;

» 1.44% for salaries and wages paid

after December 2, 2014, and before

April 1, 2017
Otherwise, enter 0%. X | GBa N/A 0% 0% 0%
Multiply line 67 by line 68 or line 68a, as applicable. = | 68b 0 0 0 0
Add the amounts on line 68b. = 0,

The corporation is solely an insurance corporation (Part 3) or a professional order (Part 5), or the
corporation is a bank, a loan corporation, a trust corporation, or a corporation trading in securities or a
saving and credit union that is also an insurance corporation (Part 6)

If the taxation year of the corporation ends after March 31, 2017, enter the number of days in the taxation
year prior to April 1, 2022, on line 74b of Part 8, using an override. Then, enter “0” on line 75b of Part 8,
using an override.
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8 Rate applicable to premiums
Complete Part & to calculate the compensation tax in Part 3, Part 5 or Part 5.

Mumber of days in the taxation year
before January 1, 2013, during
which the corporation was deemed
to be a financial institution*

x [ 0 > 0%
365

Mumber of days in the taxation year
during which the corporation was deemed
to be afinancial institution

MNumber of days in the taxation year after
December 31, 2012, and before December 3, 20714,
during which the corporation was deemed
to be a financial institution*

0.3% x 730 0 > + 0%
365

Mumber of days in the taxation year
during which the corporation was deemed
to be afinancial institution

MNumber of days in the taxation year after
December 2, 2014, and before April 1, 2017,
during which the corporation was deemed

tobea ﬁﬂgn.dai_i_rlstitution*
0.48 % x 40| | 365 . > + 0.48%
365
Mumber of days in the taxation year
during which the corporation was deemed
to be afinancial institution
MNumber of days in the taxation year after
March 31, 2017, and before April 1, 2019,
during which the corporation was deemed
to be a finangigl institution*
0.3 % X 750 C o) > * 0%
365

Mumber of days in the taxation year
during which the corporation was deemed
to be afinancial institution

These measures will be integrated into Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-031

CO-1029.8.35, Tax Credit for Québec Film Productions (Jump Code: 1029835) - Higher
increases respecting the tax credit for Québec film or television production

[ Download the client filter and diagnostic template ]

Problem:

In its budget tabled on March 28, 2017, the Québec government announced a raise in the rates of the three
increases respecting the refundable tax credit for Québec film or television production. This raise in the
rates applies to any production for which an application for an advance ruling, or an application for a
certificate, if no application for an advance ruling was previously filed, is submitted to SODEC after

March 28, 2017.

Increase for no public financial assistance

For productions that are eligible for the increase for productions that never received financial assistance
granted by certain public bodies, the rate of the increase is raised from 8% to 16%.

In addition, this increase is now available for productions receiving financial assistance granted by a public
body. The rate is then reduced linearly according to the amount of financial assistance granted by such a
public body to the eligible production. To reflect this change, the increase has been renamed “increase
determined by public financial assistance.”
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Regional increase

For giant-screen films and French-language productions, the rate of the increase that can be claimed on the
qualified labour expenditure attributable to services provided in Québec, outside the Montréal region, is
raised from 8% to 10%.

For the other categories of eligible productions, the rate of the increase is raised from 16% to 20%.

Increase for special effects and computer animation

The rate of the increase for special effects and computer animation, which applies to the qualified labour
expenditure related to computer-aided special effects and animation for a production that is not a
giant-screen film or a French-language production, is raised from 8% to 10%.

Maximum rate of the tax credit

Because of the raise in the rates of the increases, the maximum rate of the tax credit for a production that
is not adapted from a foreign format is 66%, whereas the maximum rate of the tax credit for a production
that is adapted from a foreign format is 62%.

Currently, Corporate Taxprep does not take these modifications into account.
Solution:

In the case where the application for an advance ruling, or the application for a certificate, if no application
for an advance ruling was previously filed for the production, is submitted to SODEC after March 28, 2017,
make the following modifications in Part 7 of the form in order to use the correct rates when calculating the
increases relating to the production.

Increase determined by public financial assistance

If the production is eligible for the increase determined by public financial assistance (i.e. if an amount is
indicated on line 322a) and the production receives no financial assistance from public bodies, enter “16%”
on line 322b, using an override.

If the production is eligible for the increase determined by public financial assistance and the production
receives financial assistance from a public body, enter the result of the following calculation on line 322b,
using an override:

(32% - A)
16% X
32%
Total amount of financial assistance granted by a public body in respect of the eligible
A = production
Total amount of the production costs attributable to the production
Where

Regional increase

If the production is eligible for the regional increase (i.e. if an amount is indicated on line 323) and box 10a
is selected, enter “10%” on line 324, using an override. If the production is eligible for this increase, but box
10a is not selected, enter “20%” on line 324, using an override.

Increase for special effects and computer animation

If the production is eligible for the increase for special effects and computer animation (i.e. if an amount is
indicated on line 326), enter “10%” on line 327, using an override.

Maximum rate of the tax credit

If the production is not adapted from a foreign format (i.e. if box 10g is selected), enter “66%” on line 340,
using an override. If the production is adapted from a foreign format (i.e. if box 10g is not selected), enter
“62%” on line 340, using an override.
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7  Tax credit for Québec film productions
7.1 Tax credit before application of the limit based on the qualified labour expenditures

Qualified labour expenditures (amount C) or increased amount of qualified labour expenditures (amount on line 94), as applicable 1,020,000
Basic tax credit rate™ x |320a) 32.0000 %
Muttiply line 320 by line 320a. Basic tax credit = | 322 | 326,400

If you checked box 10d, do the required calculations on lines 322a through 322c.
Otherwise, enter 0 on line 322c.

Qualified labour expenditures (amount C} [p22a] 1,000,000

Rate of the increase applicable to certain film productions in respect of which no amount of
financial assistance granted by certain public bodies has ever been received = If you
checked box:

= 10e, enter 10%; or
= 10f, enter 8%. x (T\m)s
e
160,000 ‘

Multiphy line: 322a by line 322b
Increase applicable to certain film productions that have never received
financial assistance granted by certain public bodies =

160,000

Qualified expenditures for services rendered outside the Montréal
area (amount F) 323 900,000
Rate of the increase applicable to a regional proeduction. If you checked:
=+ boxes 10a and 10e, enter 10%;
* hoxes 10a and 10f, enter 8%;

= box 10e but not box 10a, enter 20%,; or
= box 10f but not box 10a, enter 16%. x| 324
T ———

Multiply line: 323 by line 324
Increase applicable to a regional production = 150,000 ‘E’ | 180,000
Qualified computer-aided special effects and animation expenditures (amount [} E 50,000
Rate of the increase applicable to computer-aided special effects and animation.
If you checked box 10g, enter 10%. Otherwise, enter 8%. x 327 | b
Muttiphy line 326 by line 327. "
Increase applicable to computer-aided special effects and animation = 5,000 g‘ 328 5,000
Add lines 322, 322c, 325 and 323.
Tax credit before application of the limit based on the qualified labour expenditures = | 329 671,400

7.2 Limit based on the qualified labour expenditures
Qualified labour expenditures (amount C).
If amounts F and | are nil, enter on line 341 the amount on line 339. 339 1,000,000
Maximum rate of the tax credit. If you checked:
* box 10e, enter 65%,;
# box 107 but not box 10g, enter 52%; or
= boxes 10f and 10g, enter 55%. x| 340 | 66.0000,

Mo Himbe lime D00 bas lims AN e o 1

These measures will be integrated into Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-030

CO-17.A.1, Net Income for Income Tax Purposes (Jump Code: Q1) - Québec Budget
2017 - Introduction of an additional capital cost allowance (CCA) for qualified property
included in CCA classes 50 and 53 acquired after March 28, 2017

[ Download the client filter and diagnostic template ]

Problem:

In its March 28, 2017 Budget, the Québec government announced that taxpayers could now deduct, when
calculating their income, an additional capital cost allowance (CCA) in respect of qualified property
included in CCA classes 50 and 53 acquired after March 28, 2017. This additional deduction, claimable for
the taxation year during which the property has been put to use or for the next year, is equal to 35% of the
CCA claimed by the corporation in respect of this qualified property. Note that a special tax is also provided
for in cases where the qualified property is not used mainly in Québec for 730 consecutive days.

Currently, Corporate Taxprep does not take this additional deduction into account when calculating net
income for income tax purposes.
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Solution:

When a corporation acquired qualified property after March 28, 2017, during a taxation year ending after
March 28, 2017, proceed as follows:

1. Perform the following calculation:

Additional deduction

amount = 35% X CCAclaimed in the year for X Capital cost of qualified
eligible classes property*

UCC** used in calculating the
CCA for the year

* The capital cost of qualified property must take into account the half-year rule for the taxation year in which the
qualified property is first put to use.

** Undepreciated capital cost.

2. Enter the result of the above calculation on one of lines 150g to 150k of Form CO-17.A.1 and include the
following description: “Additional deduction for CCA - Budget 2017-2018.”

Example:

The corporation acquires qualified property in class 53 on April 1, 2017, and its taxation year ends on
April 30, 2017.

Capital Cost Allowance (CCA) Workchart
Class number . ...... m 53 e Description . .. ......
e e class ~aan 4, 4 “q4 - — . pes . 4 S e - —
Federal Québec Alberta

CCA rate 50.00, 50.00

UCC (opening) 100,000, 100,000 100,000 1
ITC (prior year) 0 0 0 2
GST/PST rebate 0, 0 0 3
Adjustments 0 0 0 a4
Additions (1/2 year rule) + 50,000 50,0003 50,000 &
Additions (full year rule) ' o, ' 0 ' 0 6
Disposals ' 0, * 0’ 07
Balance before CCA 150,000 150,000 150,000 s
1/2 of net additions 25,000 25,000 25,000 o
Balance for CCA 125,000 125,000 125,000 10
Maximum allowable CCA 62,500 0 62,500 11
CCA claimed 217 62,500, 40,000, 62,500 12
UGC (closing) line 8 minus line 12 220 87,500 ———TI0,000 87,500 13

The calculation for step 1 is the following:

Additional deduction

amount = 35% X $40,000 X (550,000 X 50%) = $2,800
$125,000

In this example, an amount of $2,800 should be entered on one of lines 150g to 150k of Form CO-17.A.1.
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Additional deductions.® Specify: Code Code
. _ [faailp |+ 1401 ||" o [ | 0
Other”. Specify- + [150a||" 0 0
y +|150b0||" 0 0
i +|150c||" 0 0
i +|150d||" 0 0
¥ + E 4 0 0
B + | 150f ||" 0 0
Additional deduction for CCA - Budget 2017-2018 +|150g ] 2,800> 0
+[150n)| "0 0
+ [150] 0 0
+[150,] 0 0
e =L 0 :
Per additional list + | 1501 ||" 0 0

This measure will be integrated Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-029

CO-156.TR, Additional Deduction for Transportation Costs of Small and Medium-Sized
Manufacturing Businesses (Jump Code: 156TR) - Increase in the rate of the additional
deduction to 10% for transportation costs of a manufacturing SMB that carries out its
activities in the “special remote area”

[ Download the client filter and diagnostic template ]

Problem:

The Québec budget, which was tabled on March 28, 2017, proposes to increase to 10% the rate of the
additional deduction for manufacturing SMBs that carry out their activities in the “special remote area,” for
taxation years starting after March 28, 2017. Currently, when the corporation’s taxation year starts after
March 28, 2017, and box 35, Special remote area, is selected, Corporate Taxprep uses a 7% rate instead of
a 10% rate.

Solution:

When the corporation’s taxation year starts after March 28, 2017, and box 35, Special remote area, is
selected, enter “10%” on line 45, using an override.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-028

CO-771, Calculation of the Income Tax of a Corporation (Jump Code: 771) -
Adjustment to the refocusing of the SBD - Replacement of the hours worked criterion

[ Download the client filter and diagnostic template ]

Problem:

In its budget tabled on March 28, 2017, the Québec government announced modifications to the eligibility
criteria for the small business deduction (SBD). The criterion dealing with the minimum number of hours
worked is replaced by a criterion relating to the number of hours paid. This change applies to taxation years
starting after December 31, 2016.

Currently, Corporate Taxprep includes three forms in which the number of hours worked are referred to,
i.e. the following forms:
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e CO-771, Calculation of the Income Tax of a Corporation (Jump Code: 771) (lines a, b, ¢, 07a and 07b)

Provide the information requested below if the corporation is a CPCC throughout its taxation year and that year starts
after December 31, 2016.

—
Number of hours worked by the employees of the corporation during the taxation year® {  0)a
~ ~ N ~ N e ——————
If the taxation year of the corporation is shortened, do the following calculation.
Line a
0 o ] - o
- = — o

Number of days in the taxation year
Number of hours worked by the employees of the partnership during its fiscal year ending in the taxation year
of the corporation®

Number of hours worked by the employees of the corporation during the taxation year
(the greater number between line a or b, as applicable, and line ¢)

Number of hours worked by the employees of the corporation and employees of the corporations with which it
associated during the previous taxation year*

e Schedule 9 WORKCHART, Related and Associated Corporations Workchart (Jump Code: 9 WORKCHART)
(Section “Québec CO-771 - Calculation of the income tax of a corporation”)

Filing corporation

~ Québec CO-771 — Calculation of the income tax of a corporation
Number of hours worked by the employees of the corporation during the taxation year* . .. .. ... ... . .. ...
Number of hours worked by the employees of the corporation during the previous taxation year**

* To determine the number of hours worked by the employees of the corporation, you must take the following rules into account:
* a maximum of 40 hours per week per worker may be considered;
+ -the hours worked must have been paid at the time the SBD is claimed;
+ the hours worked by a person participating in the corporation’s body of shareholders, either directly or indirectly, can be counted for the corporation,
without regard to whether or not they are remunerated
** The corporation must take into account the taxation years ended during the calendar year that precedes the calendar year during
which ends its taxation year.

Related or associated corporation

- Québec CO-771- Calculation of the income tax of a corporation

Number of hours worked by the employees of the corporation during the previous taxafion year® .. ... ... . . . ... ... @
* To determine the number of hours worked by the employees of the corporation, you must take the following rules into account:
+ a maximum of 40 hours per week per worker may be considered;
+ the hours worked must have been paid at the time the SBD s claimed;
+ the hours worked by a person participating in the corporation’s body of shareholders, either directly or indirectly, can be counted for the
corporation, without regard to whether or not they are remunerated.
+ The corporation must take into account the taxation years ended during the calendar year that precedes the calendar year during
which ends its taxation year

e CO-771.2.1.2, Income from an Eligible Business Carried On in Canada (Jump Code: 771212)
(Section 3.2, “Business limit”)

3.2 Business limit

If the corporation is a member of the partnership, its taxation year starts after December 31, 2016, the number of hours worked by the employees of the
partnership during the fiscal year ending in that taxation year is equal to or less than 5,000 and the partnership does not carry out activities in the primary
sector or the manufacturing sector,* go directly to section 3.3 and enter 0 on line 30

Otherwise, complete section 3.2.1 if the corporation is a member of the partnership or section 3.2.2 if it is a designated member of the partnership.
3.2.1 Business limit of the specified partnership

Is the number of hours worked by the employees of the partnership in the fiscal period ending in the taxation year of the
corporation greater than 5,000 hours? es 0
Yes No

Does the partnership carry on its activities in the primary sector or in the manufacturing sector?

Solution:

If the corporation has a permanent establishment in Québec, is a CCPC throughout its taxation year and its
taxation year starts after December 31, 2016, you should verify that, in the three previously mentioned
forms, the number of hours indicated is the number of hours paid rather than the number of hours worked.

To determine the number of hours paid during the taxation year or the fiscal year, as applicable, you should
take the following rules into account:
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e A maximum of 40 hours per week per employee may be considered.

e The expenditure relating to hours paid for an employee must have been incurred for the taxation year
covered by the application for the SDB.

e The number of hours paid must be established based on a full taxation year or fiscal year and must be
increased proportionally if the corporation has a shorter taxation year or if the partnership has a shorter
fiscal year (for the filing corporation, the calculation will be performed automatically on line b of the
form, but for partnerships, you have to manually calculate the increase, and enter it on line C).
However, note that this increase does not apply to the number of hours paid for the previous taxation
year of the filing corporation and those of corporations with which it is associated.

e With respect to the employees’ number of hours paid, the filing corporation and the corporations with
which it is associated must refer to the taxation years ended in the calendar year preceding the one
during which the taxation year of the filing corporation ends.

e Each corporation in a group of associated corporations must count its employees’ hours paid. As a result,
the hours paid for a subcontractor that is acting on behalf of a corporation must not be counted by this
corporation; it should rather be counted by the subcontractor.

Furthermore, in certain cases, a person that is a shareholder of a corporation may be actively engaged in
the corporation’s activities for a taxation year without drawing any remuneration in the form of wages,
although the person may receive, for example, amounts in the form of a dividend, or while receiving
remuneration that is less than the value of the person’s active engagement.

In these circumstances, a person who holds, directly or indirectly, most of the shares with full voting rights
of the capital stock of a corporation is deemed to have received, from the corporation for a taxation year of
the corporation, subject to the conditions listed previously, remuneration corresponding to a conversion
factor of 1.1 for each hour the person worked as an active participant in the corporation’s activities for the
year.

The corporation must document the hours worked by a person in these circumstances.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-018

COR-17.W, Keying Summary for the Corporation Income Tax Return (Jump Code: QKS)
- Incorrect authorization number when Form COR-17.W is printed to be sent to
Revenu Québec and the data in the client file has been locked in the previous version
of Corporate Taxprep

[ Download the client filter and diagnostic template ]

Problem:

Currently, when a client file has been locked in the previous version of Corporate Taxprep, when opening
the file in the current version, it is not updated with the latest version of the calculations even if the option
Recalculate automatically if the program version is different has been selected.
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Options and Settings

El-Options Tax Returns
- General
- File Locations [Options
¥| Show AutoText suggestions 25 + | entries
- Customized Statuses ¥| Canfirm overriding
-~ Monitor v ) .
- Colours Show diagnostics indicators
- Search Settings ¥ | Identify cells with
-~ Tax Research Recalculate automatically if the program version is different
Lr;proven;ent program Recalculate automatically iT the preparer profile is different
- Advance
- Add-Ins Lock data when status is "Completed
[E-Print ¥|Scan the links between corporations when opening
- Import/Export - . ) - - -
E}-Client Letter rDiagnostics print settings ¥press print settings
[+-Labels (~ Portrait ™ Portrait
[#-Electranic Services & Landscape @ Landscape
[+-Roll Forward
- CCH Accountants’ Suite Font size: |9 Font size: |3 -
[#-CCH iFirm
rFile save options
¥|Reopen forms from last work session
¥ | Show file properties before saving
¥|Backup active dient file every: |5 - | minutes
| Show at startup oK Cancel Apply Help

As a result, Form COR-17.W, Keying Summary for the Corporation Income Tax Return (which must be filed
in French), is not completed correctly for return filing purposes and the authorization number indicated on

this form is incorrect.

Sommaire des champs a saisir
des déclarations des sociétés

N (2016-12)

RQCO-1502

CO-17.8P
01a 17
01b IC 0001 18
01c RC 19
Solution:

Before printing or transmitting electronically a return prepared with a prior version of Corporate Taxprep,
make sure that the client file is not locked. The option Lock data must be disabled in the client file
properties (File/Properties).
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gks.216 - Properties “

General | Attached Files | Security |

r

Blinformation |

Client Client 1

BM

Return Status In progress
[=] EFILE Status

T2EFILE Mot eligible

T1135 Mot applicable

Alberta Met File Mot applicable

CO-17 EFILE Mot applicable
MNotes

_D

¥ | Show file properties before saving CK Cancel

You can use the client file and diagnostics template provided to identify the client files affected by this
problem.

Then, proceed in one of the following manners depending on whether you want to correct the problem for a
batch of client files or for a specific client file:

Correct the problem for a batch of client files

In the Client Manager, select all client files affected by the problem.

Select the File/Client File Properties command.

In the displayed dialog box, clear the Lock data check box.

Select all client files concerned at step 1.

Force the recalculation for the batch of client files (Tools/Recalculate Selected Tax Returns).

U N W N =

Correct the problem for a specific client file

1. Open a client file affected by the problem (accept to open it in read only mode).
2. Clear the Lock data check box in the client file properties (File/Properties).
3. Save the client file.

This problem will be corrected in Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-009

CO-771, Calculation of the Income Tax of a Corporation (Jump Code: 771) - Incorrect
calculation on line 76 when the filing corporation makes the election under subsection
256(2) ITA not to be associated for the small business deduction (SBD)

[ Download the client filter and diagnostic template ]

Problem:

The business limit is calculated on line 76 of Form CO-771 when code 2, CCPC is a “3™ corp.” that has
elected (subsection 256(2)) not to be associated for purposes of the small business deduction, is indicated
in the association code field of Schedule 9 WORKCHART (Jump Code: 9 WORKCHART) for the filing
corporation.

~ General information — Filing corporation

This workchart allows the tax preparer to input common information for the filing corporation on one screen. Right click to view a list of forms on this
workchart. Press "F1" for further information on each schedule.

Name of the corporation ' société déclarante / filing corporation

Name of the Related/Associated Corporation Group I

By entering a meaningful name for the related/associated corporation group in this field, you will be able to identify the corporations that are part of the same
group in the Client Manager.

Business NUmber . . ... e e e e e

Select the appropriate box:
The corporation is a cooperative or a credit union eligible for the SBD* . . . . . . . ... . .. ... ... ... ..., D
Association code . . . @:@H is a "3rd corp."” that has elected (subsection 256(2)) not to be associated for purposes of t@

Taxation Taxation

This can ensure that an amount qualifying for the small business deduction (SBD) is indicated on line 96 of
Form CO-771. If the filing corporation make the election under subsection 256(2), the business limit
indicated on line 76 should be S0 and the corporation should not have an amount qualifying for the SBD.
Solution:

In the above-described situation, enter “0” on line 76 of Form CO-771 using an override.

8 Small business deduction (SBD)

Complete Part 8 of form CO-771 if the corporation was a Canadian-controlled private corporation (CCPC) throughout its taxation year.
8.1 Business threshold used to determine the SBD

Business limit. If the corporation is associated with another CCPC or more than one corporation among which there is at
least one CCPC, enter the corporation’s business limit (amount A of form C0O-771.1.3). Otherwise, enter $500,000 76
]

Meoabine of dewen o tha Sevnt: 1 [zaa I 2ec

This problem will be corrected in Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-006

CO-1029.8.36.PM, Tax Credit for Corporations Specialized in the Production of
Multimedia Titles (Jump Code: 1029836PM) - New measure relating to the qualified
labour expenditure limit for the purposes of the refundable tax credits for the
production of multimedia titles

[ Download the client filter and diagnostic template ]

Problem:

In its Information Bulletin 2016-7, published on June 30, 2016, Finances Québec announced modifications to
the qualified labour expenditures limit for the purposes of the refundable tax credits for the production of
multimedia titles. Previously, if a corporation incurred a qualified labour expenditure after March 26, 2015,
or under a contract entered into after that date, the qualified labour expenditures limit did not apply to the
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20% of the corporation’s employees and/or a subcontractor with which the corporation was not dealing at
arm’s length for which the labour expenditure was the highest.

This rule has been modified. As a result, the corporation can now make an election with regards to which
employees will be part of the 20% of employees to which the limit will not be applicable. This election must
be made with a prescribed form, but the form in question was not yet available at the time this
troubleshooting memo was published (July 2016). This new measure applies to a qualified labour
expenditure incurred after March 26, 2015, or to a qualified labour expenditure incurred under a contract
entered into after March 26, 2015, as the case may be. Failing an election by the corporation, the qualified
labour expenditure limit will not be applied to the 20% of employees and/or a subcontractor with which the
corporation is not dealing at arm’s length for which the labour expenditure is the highest.

Currently, Corporate Taxprep does not take this new measure into account.

For more information on the announced changes, consult point 2 of the Information Bulletin 2016-7,
available at the following address:

http://www.finances.gouv.qc.ca/documents/bulletins/en/BULEN_2016-7-a-b.pdf

Example:

A corporation specialized in the production of multimedia titles incurred salary or wages after March 26,
2015, for three eligible employees (Dominique, André and Mathieu). Because of the first 20% exclusion rule,
only one of these employees will not be subject to the qualified labour expenditures limit (3 employees X
20% = 0.6; this should be rounded up, and therefore, the result is 1).

Dominique, André and Mathieu earned qualified salary or wages of $75,000, $200,000 and $190,000
respectively. At the moment, the information displayed in Part 2 of Form C0O-1029.8.36.PM would be the
following:

2.1 Information about the employee

Mame of employes Social insurance number
[p512]|* Dorminiqus Tougas | [o318]| 123 456 722
Qualification certificate issued by Investissement Québec for the employee
Date of issue Number of certificate
| 2015 07 01 | Iﬁ” 1127bb
2.2 Salary or wages incurred for the employee
|Quslified salary or wages* incumed for and paid to the eligible employes® m 75,000
|Assistance ® henefit or advantage’ related to the amount on line 10 - m 0
Subtract line 15 from line 10. Salary or wages incurred for the employee = m ?S,Dﬂﬂl
2.3 Annual limit
|IComplete section 2.3 of form ©O0-1028.8.386.PM if you chedied box 09. Otherwise, camy the amount on line 18 to line 41,
|2.3.1 Number of employees to whom the annual limit does not apply
Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom
the corporation is claiming the tax credit 3
|Applicable percentage x 20 %
Multiply line 21 by line 22. If the result is not 8 whole number, round it up to the nearest whole number if the first decimal l
place is 5 or more, or round it down to the nearest whole number if the first decimal place is 4 or less.
Number of employees to whom the annual limit does not apply = | 22 1

|2.3.2 Annual limit

The annual limit does not apply to employees for whom the salary or wages incumred (the ameount on line 18) are the highest. The number of employees to whom
the limit does not apply comesponds to the number on line 23.

If the employee is part of 8 group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 36
through 40.

lannual limit 100,000

Enter the number of days that are included in the corporation’s taxation year after
fMarch 25, 2015, during which the employee is an eligible employee of the
corporation or of a subcontractor. 37 365
=38 365 .
Divide line 37 by line 38. = 1.0000 [ 32 | 1.0000
Multiply line 38 by line 33. Annual limit = 100.000'

2.4 Qualified salary or wages

If you chedked box 08, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18. r_ﬂ
‘Gualified salary or wages 41 m'

Dominique’s qualified salary or wages is $75,000.
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2.1 Information about the employee

Mame of employes Social insurance number

|' Andre Treamblzy | | 123223233

Qualification cartificate issued by Investissement Québec for the employes
Date of issue Mumber of certificate

[o31c]| 2015 07 01 | [o21d]| 112268

2.2 Salary or wages incurred for the employee

|Qualified salary or wages* incumed for and paid to the eligible employes® 10 200,000
|ssistance ® benefit or advantage” related to the amount on line 10 — |18 0
Subtract line 15 from line 10. Salary or wages incurred for the employee = 12 EUU,UUU|

2.3 Annual limit
|IComplete section 2.3 of form CO-1025.8.38.PM if you checdked box 08. Otherwise, camy the amount on line 18 to line 41.

12.3.1 Number of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom

|the corporation is claiming the tax oredit 21 3
lapplicable percentage ® |22 20 %

Multiply line 21 by line 22. If the result is not a whole number, round it up to the nearest whole number if the first decimal
place is 5 or mare, or reund it down to the nearest whole number if the first decimal place is 4 or less.
Humber of empl s to whom the annual limit does not apply = [ 22 1

|2.3.2 Annual limit
The annual limit does not apply to employees for whom the salary or wages incumed {the amount on line 18} are the highest. The number of employees to whom
the limit does not apply comesponds to the number on line 23.

If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 36
through 40.

annual limit A 100,000
Enter the number of days that are included in the corporation’s taxaticn year after
lMarch 26, 2015, during which the employee is an eligible employee of the
corporaticn or of a subcontractor. a7 0

=[z] 365

—

Divide line 37 by line 38, = 0.0000 | 33 | 0.0000
fultiply line 28 by line 29. Annual limit = | 40 i}

2.4 Qualified salary or wages

If you chedked box 09, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18.

GQualified salary or wages_ 41 || & 200,00
André’s qualified salary or wages is $200,000.
2.1 Information about the employee
Mame of employes Social insurance number

|'I'-'IathieuLacasse | | 7T TR

Qualification certificate issued by Investissement Québec for the employes
Date of issue MNumber of certificate

osic]| 2015 07 01 | [o22]|_s12266

2.2 Salary or wages incurred for the employee

(Qualified salary or wages* incumed for and paid to the eligible employee® 10 190,000
Assistance,® benefit or advantage’ related to the amount on line 10 —-[18 i}
Subtract line 15 from line 10. Salary or wages incurred for the employee = 18 1gD:DDD|

2.3 Annual limit
[Complete section 2.3 of form CO-1029.8.38.PM if you chedied box 09. Otherwise, camy the amount on line 18 to line 41.

2.3.1 Humber of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom
the corporation is claiming the tax oredit 2 3
Applicable percentage x| 22 20%
Multiply line 21 by line 22. If the result is not & whele number, round it up to the nearest whole number if the first decimal
place is § or more, or round it down to the nearest whole number if the first decimal place is 4 or less.
Number of employees to whom the annual limit does not apply = | 23 1

2.3.2 Annual limit
The annual limit does not apply to employees for whom the salary or wages incumed ({the amount on line 18) are the highest. The number of employees to whom
the limit does not apply comesponds to the number on line 23.

If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 38
through 40.

Annual limit [ || 100,000
Enter the number of days that are included in the corporation’s taxation year after
March 26, 2015, during which the employee is an eligible employee of the
corporation of of a subcontractor. ar 180

=[z2] 365

—

Divide line 37 by line 38, = 0.4932 | 32 | 0.4932
Multiply line 36 by line 38, Annual limit = | 40 | 49.32[]|

2.4 Qualified salary or wages

If you cheded box 09, enter the amount fram line 18 or line 40, whichever is less. Otherwise, enter the amount fram line 18.
‘Qualified salary or wages 4 |5 49 32|

Mathieu’s qualified salary or wages is $49,320. During 180 days in the year, he was an eligible employee.

Total amount of qualified salary or wages = $75,000 + $200,000 + $49,320 = $324,320
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If the corporation makes the election allowed pursuant to the Information Bulletin 2016-7 and does not
want the expenditure attributable to Mathieu to be subject to the qualified labour expenditure limit,
Corporate Taxprep 2016 v.1.0 does not allow you to indicate this election.

Solution:

If the corporation wants to designate the employees that will be part of the 20% of employees to which the
limit will not apply, you should modify Section 2.3.2 of Form CO-1029.8.36.PM as follows:

1. In the copy or copies of the employees to which the limit previously did not apply, but to which the
corporation wants it to apply, complete lines 37, 39, 40 and 41 following the instructions on those lines.

2. In the copy or copies of the employees to which the limit previously applied, but to which the
corporation does not want it to apply, delete the number of days indicated on line 37, then enter the
amount from line 18 on line 41 using an override. Ignore diagnostic M399 that displays with respect to
line 37.

Example:

In the above example, if the corporation makes the election allowed pursuant to Information Bulletin
2016-7 and does not wish for the expenditure attributable to Mathieu to be subject to the qualified
expenditure limit, proceed as follows:

1. In André’s copy, complete lines 37, 39, 40 and 41 following the instructions on those lines.

2.1 Information about the employee

Mame of employee Social insurance number
Psiz]|" Andrs Tresmblzy | [osie]| 223223223
Qualification certificate issued by Investissement Québec for the employee
Date of issue Number of certificate
| 2015 07 01 | | 112366
2.2 Salary or wages incurred for the employee
Qualified salary or wages* incumed for and paid to the eligible employes® 200,000
Assistance,® benefit or Eld\rEII'ItEIgETIEmtEd to the amount on line 10 - |15 1]
Subtract line 15 from line 10. Salary or wages incurred for the employee = EUU,UUUI
2.3 Annual limit

Complete section 2.3 of form CO-1029.8.38. PM if you chedied box 09. Otherwise, camy the amount on line 18 to line 41.

2.2.1 Number of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom .
the corporation is claiming the tax ocedit 21 3
Applicable percentage x 20 %
Multiply line 21 by line 22. If the result is not a whole number, round it up to the nearest whole number if the first decimal
place is & or more, or round it down to the nearest whole number if the first decimal place is 4 or less.

Number of employees to whom the annual limit does not apply = | 23 1

2.3.2 Annual limit
The annual limit does not apply to employees for whom the salary or wages incured {the amount on line 18) are the highest. The number of employees to whom
the limit does not apply comesponds to the number on line 23.

If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 38
through 40.

Annual limit - | 100,000

Enter the number of days that are included in the corporation’s taxation year after \
a7

March 28, 20158, during which the employee is an eligible employee of the
corporation or of & subcontractor.

365

= |28 | 365

Divide line 37 by line 28. = 1.0000 W22 | 1.0000

Multiply line 36 by line 3. Annual limit = | 40 | 100,000

2.4 Qualified salary or wages \
If you chedied bosx 08, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18.

Qualified salary or wages ‘ 5

IUU.UUU|
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2. In Mathieu’s copy, delete the number of days indicated on line 37, ignore diagnostic M399 and enter
“190,000” on line 41 using an override:

2.1 Information about the employee

Mame of employes Social insurance number
[psia]| Mathisu Lzcass= | [pse]| 77777 772
Qualification certificate issued by Investissement Québec for the employes
Date of issue Mumber of certificate
| 2015 07 01 | | 1127bb
2.2 Salary or wages incurred for the employee
|Qualified salary or wages® incumed for and paid to the eligible empl m 190,000
essistance,® benefit or advant_age"'lelated to the amount on line 10 el a
Subtract line 15 from line 10. Salary or wages incurred for the employee = m 190;000]

2.3 Annual limit
IComplete section 2.2 of form CO-1029.8.26.PM if you chedwed box 08, Otherwise, cany the amount on line 18 to line 41.

|2.3.1 Humber of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom .
the corporation is claiming the tax credit ] 3
lspplicable percentage x 20 %
fMultiply ling 21 by line 22. If the result is not a whele number, round it up to the nearest whole number if the first decimal
place is & or more, or reund it down to the nearest whole number if the first decimal place is 4 or less.

Number of employees to whom the annual limit does not apply = | 23 i

12.3.2 Annual limit

The annual limit does not apply to employees for whom the salary or wages incumed {the amount on line 18) are the highest. The number of employees to whom
the limit does not apply comresponds to the number on line 23.

If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 38
through 40.

lsnnusal limit 5 [=a 100,000
Enter the number of days that are included in the corporation’s taxation year after ‘

fMarch 28, 2015, during which the employee is an eligible employee of the
corporation or of & subcontractor. a7 0

+ |38 365 .
Civide line 37 by line 28, = 0.0000 b 0.0000

Multiply line 38 by line 38, Annual limit = m U]

2.4 Qualified salary or wages \
If you checdked box 09, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18. |
Qualified salary or wages Rl ]

|

190.000‘

Total amount of qualified salary or wages = $75,000 + $100,000 + $190,000 = $365,000

Modifications will be made to Form C0O-1029.8.36.PM in Corporate Taxprep 2016 v.2.0. In addition, the
prescribed form will be integrated in the program when it becomes available.

Troubleshooting T22016-005

CO-1029.8.36.TM, Tax Credit for Multimedia Titles (Jump Code: 1029836TM) - New
measure relating to the qualified labour expenditure limit for the purposes of the
refundable tax credits for the production of multimedia titles

[ Download the client filter and diagnostic template ]

Problem:

In its Information Bulletin 2016-7, published on June 30, 2016, Finances Québec announced modifications to
the qualified labour expenditures limit for the purposes of the refundable tax credits for the production of
multimedia titles. Previously, if a corporation incurred a qualified labour expenditure after March 26, 2015,
or under a contract entered into after that date, the qualified labour expenditures limit did not apply to the
20% of the corporation’s employees and/or a subcontractor with which the corporation was not dealing at
arm’s length for which the labour expenditure was the highest.

This rule has been modified. As a result, the corporation can now make an election with regards to which
employees will be part of the 20% of employees to which the limit will not apply. This election must be
made with a prescribed form, but the form in question was not yet available at the time this
troubleshooting memo was published (July 2016). This new measure applies to a qualified labour
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expenditure incurred after March 26, 2015, or to a qualified labour expenditure incurred under a contract
entered into after March 26, 2015, as the case may be. Failing an election by the corporation, the qualified
labour expenditure limit will not be applied to the 20% of employees and/or a subcontractor with which the
corporation is not dealing at arm’s length for which the labour expenditure is the highest.

Currently, Corporate Taxprep does not take this new measure into account.

For more information on the announced changes, consult point 2 of the Information Bulletin 2016-7,
available at the following address:

http://www.finances.gouv.qc.ca/documents/bulletins/en/BULEN_2016-7-a-b.pdf

Example:

A corporation incurred salary or wages after March 26, 2015, for three employees (Dominique, André and
Mathieu) with respect to a multimedia title. Because of the first 20% exclusion rule, only one of these
employees will not be subject to the qualified labour expenditures limit (3 employees X 20% = 0.6; this
should be rounded up, and therefore, the result is 1).

Dominique, André and Mathieu earned qualified salary or wages of $75,000, $200,000 and $190,000
respectively. At the moment, the information displayed in Part 3 of Form CO-1029.8.36.TM would be the
following:

3.1 Information about the employee

Mame of employes Social insurance number
[2i2]]’ peminigus Tougas | [os0]| 123455 72
Qualification certificate issued by Investissement Québec in respect of the employes
Date of issue Number of certificate
Iﬁ” 2015 07 01 | | 1127as
3.2 Salary or wages incurred in respect of the employee
Qualified salary or wages* incumed and paid to the eligible employes® 75,000
Assistance,® benefit or advantage” related to the amount on line 10 — |15 i}
Subtract line 15 from line 10. Salary or wages incurred in respect of the employee = 75,000

3.3 Annual limit
Complete this part if you cheded box 08a. Otherwise, camy the amount on line 18 to line 41.

2.2.1 Number of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a suboontractor not dealing at arm's length with the corporation for whom the
corporation is claiming the tax oredit for the multimedia title i) 3
Applicable percentage x 20 %
Multiply line 21 by line 22. If the result is not 8 whole number, round it up to the next highest whole number if the first decima
is 5 or more, or round it down to the next lowest whole number if the first decimal is 4 or less.

Number of empl s to whom the annual limit does not apply = [ 22 1
3.3.2 Annual limit
The annual limit does not apply to an employee in respect of whom the salary or wages incumed (the amount on line 18) are the highest. The number of
employees to whom the limit does not apply is equal to the number on line 23.
If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 28
through 40.
Annual limit 100,000
Enter the number of days that are included in the corporation’s taxation year after
March 28, 2015, during which the employee is an eligible employee of the corporation o
of 8 subcontractor, with regard to the production of the multimedia title. a7 365

=[28] 365
X

Divide line 37 by line 35 = 1.0000 D' 1.0000
Multiply line 38 by line 39. Annual limit = 100,000

3.4 Qualified salary or wages

If you checked box 09a, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18. . r_—-
Qualified salary or wages 41 m
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Dominique’s qualified salary or wages is $75,000.

3.1 Information about the employee

Name of employee Social insurance number
|' André Tremblay | | 223723173

Qualificaticn certificate issued by Investissement Québec in respect of the employes
Dste of issue Number of certificate

[o2i]| 2015 07 01 | [o91d]] 112222

3.2 Salary or wages incurred in respect of the employee

Qualified salary or wages® incumred and paid to the eligible employee® 200,000
Assistance.® benefit or sdvantage’ related to the amount on line 10 - 1]
Subtract line 15 from line 10. Salary or wages incurred in respect of the empl = 2UUrUUU|

3.3 Annual limit
Complete this part if you chedied box 03a. Otherwise, camy the amount on line 18 to line 41.

3.3.1 Number of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom the .
corporation is claiming the tax credit for the multimedia title 21 2
Applicable percentage x 20%
Multiply line 21 by line 22. If the result is not 8 whole number, round it up to the next highest whole number if the first decima
is 5 or more, or round it down to the next lowest whole number if the first decimal is 4 or less.

Number of employees to whom the annual limit does not apply = | 22 1

2.2.2 Annual limit
The annual limit does not apply to an employee in respect of whom the salary or wages incumred {the amount on line 18) are the highest. The number of
employees to whom the limit does not apply is equal to the number on line 23.

If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 38
through 40.

Annual limit 100,000
Enter the number of days that are included in the corporation’s taxation year after

March 28, 2015, during which the employee is an eligible employee of the corporation o
of & subcontractor, with regard to the production of the multimedia title. a7 1]

|28 365

Divide line 27 by line 28, = 0.0000 Px 0.0000

Multiply line 38 by line 39. []]

Annual limit =

34 Qualified salary or wages

If you chedied bow 098, enter the ameount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18, r_ﬂ
Gualified salary or wages 4 Y 200,000

André’s qualified salary or wages is $200,000.

3.1 Information about the employee

Mame of employes Secial insurance number
|'Ma‘thieuLacagse | | 777 777 772

Qualification certificate issued by Investissement Québec in respect of the employes
Date of issue Number of certificate

osic]| zp15 0701 | [p=1e]| 11222

3.2 Salary or wages incurred in respect of the employee

Quslified salary or wages* incumed and paid to the sligible employes® 10 190,000
Assistance,® benefit or advantage’ related to the amount on line 10 — 15 a
Subtract line 15 from line 10. Salary or wages incurred in respect of the employee = 18 190,000

3.3  Annual limit
‘Complete this part if you chedied box 09a. Otherwise, camy the amount on line 18 to line 41.

2.2.1 Number of employees to whom the annual limit does not apply

Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom the
corporation is claiming the tax oredit for the multimedia title 2 3
Applicable percentsge x| 22 20 %
Multiply line 21 by line 22. If the result is not a whole number, round it up to the next highest whole number if the first decima
is 5 or more, or round it down to the next lowest whole number if the first decimal is 4 or less.

Number of employees to whom the annual limit does not apply = [ 22 1

3.3.2 Annual limit

The annual limit does not apply to an employee in respect of whom the salary or wages incumed (the amount on line 18) are the highest. The number of
employees to whom the limit does not apply is equal to the number on line 23.

If the employee is part of a group of employees to whom the annual limit does net apply, camy the amount on line 18 to line 41. Otherwise, complete lines 36
through 40.

Annual limit 38 | 100,000
Enter the number of days that are included in the corporation’s taxation year after
March 28, 2015, during which the employee is an eligible employee of the corporation o
of a subcontractor, with regard to the proeduction of the multimedia title. a7 180

] 365 .
Divide line 37 by line 35. = 0.4932 | 22 0.4932
Multiply line 38 by line 39. Annual limit = | 40 49:320|

3.4 Qualified salary or wages

If you chedied box 08a, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18, ||
‘Gualified salary or wages 41 5 49,32
ey p——
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Mathieu’s qualified salary or wages is $49,320. During 180 days in the year, he was an eligible employee.
Total amount of qualified salary or wages = $75,000 + $200,000 + $49,320 = $324,320

If the corporation makes the election allowed pursuant to the Information Bulletin 2016-7 and does not
want the expenditure attributable to Mathieu to be subject to the qualified labour expenditure limit,
Corporate Taxprep 2016 v.1.0 does not allow you to indicate this election.

Solution:

If the corporation wants to designate the employees that will be part of the 20% of employees to which the
limit will not apply, you should modify Section 3.3.2 of Form CO-1029.8.36.TM as follows:

1. In the copy or copies of the employees to which the limit previously did not apply, but to which the
corporation wants it to apply, complete lines 37, 39, 40 and 41 following the instructions on those lines.

2. In the copy or copies of the employees to which the limit previously applied, but to which the
corporation does not want it to apply, delete the number of days indicated on line 37, then enter the
amount from line 18 on line 41 using an override. Ignore diagnostic M432 that displays with respect to
line 37.

Example:

In the above example, if the corporation makes the election allowed pursuant to Information Bulletin
2016-7 and does not wish for the expenditure attributable to Mathieu to be subject to the qualified labour
expenditure limit, proceed as follows:

In André’s copy, complete lines 37, 39, 40 and 41 following the instructions on those lines.

3.1 Information about the employee

MName of employee Social insurance number
[ps12]| Andre Trambizy | [osig]| 223 223223
‘Qualification certificate issued by Investissement Québec in resped of the employee
Date of issue MNumber of cedificate
03l | 2015 07 01 | | 11323
3.2 Salary or wages incurred in respect of the employee
|Quslified salary or wages* incurred and paid to the eligible employee® m 200,000
|assistance.® benefit or advantage’ related to the amount on line 10 = m i)
Subtract line 15 from line 10. Salary or wages incurred in respect of the employee = m 200,000
3.3 Annual limit
|IComplete this part if you chedied box 09a. Otherwise, camy the amount on line 18 to line 41.
12.3.1 Number of employees to whom the annual limit does not apply
Mumber of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom the
corporation is claiming the tax oredit for the multimedia title 21 3

|Applicable percentage x 20 %
Multiply line 21 by line 22. If the result is not & whole number, round it up to the nesxt highest whole number if the first decima
23

is & or more, or round it down to the next lowest whole number if the first decimal is 4 or less.

Humber of employees to whom the annual limit does not apply = 1
12.3.2 Annual limit
The annual limit does not apply to an employee in respect of whom the salary or wages incumed ({the amount cn line 18) are the highest. The number of
lemployees to whom the limit does not apply is equal to the number on line 23,
If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 36
through 40.
lannusl limit LY 100,000
Enter the number of days that are included in the corporation’s taxation year after \
Warch 28, 2015, during which the employee is an eligible employee of the corporation o
lof a subcontractor, with regard to the production of the multimedia title. a7 363 \

=[] 365 .

Divide line 27 by ling 28. = 1.0000 P 1.0000
Multiply line 38 by line 38. Annual limit = 100,000

3.4 Qualified salary or wages
If you chedked box 098, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18. . “
Qualified salary or wages 41 LS 100,000
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1. In Mathieu’s copy, delete the number of days indicated on line 37, ignore diagnostic M432 and enter
“190,000” on line 41 using an override:
3.1 Information about the employee

Name of employee Social insurance number

[ps12]|" Mathizy Lacasse | [osie]| 777 777 772

Cualification certificate issued by Investizsement Québec in respect of the employes

Date of issue Number of certificate
| 2015 07 01 | | 112233
3.2 Salary or wages incurred in respect of the employee
Qualified salary or wages* incumed and paid to the eligible employee® 190,000
Assistance,® benefit or advantage’ related to the amount on line 10 — |15 i
Subtract line 15 from line 10. Salary or wages incurred in respect of the employee = 190,000

3.3 Annual limit
Complete this part if you chedwed box 08a. Otherwise, camy the amount on line 18 to line 41.

2.2.1 Number of employees to whom the annual limit does not apply

Number of employees of the corporation or of a subcontractor not dealing at arm's length with the corporation for whom the
corporation is claiming the tax oredit for the multimedia title 21 3
Applicable percentage * 20 %
Multiply line 21 by line 22. If the result is not a whole number, round it up to the next highest whole number if the first decima
is 5 or more, or round it down to the next lowest whole number if the first decimal is 4 or less.

Number of employees to whom the annual limit does not apply = 1
2.2.2 Annual limit
The annual limit does not apply to an employee in respect of whom the salary or wages incumed (the amount on line 18) are the highest. The number of
employees to whom the limit does not apply is equal to the number on ling 23.
If the employee is part of a group of employees to whom the annual limit does not apply, camy the amount on line 18 to line 41. Otherwise, complete lines 38
through 40.
Annual limit - | 100,000
Enter the number of days that are included in the corporation’s taxation year after ‘
March 28, 2015, during which the employee is an eligible employee of the corporation o =
of a subcontractor, with regard to the preduction of the multimedia title. a7 0

o El 365 .

Divide line 37 by line 38, = 0.0000 D‘ 0.0000
Multiply line 38 by line 38. Annual limit = U]

3.4 Qualified salary or wages
If you cheded box 098, enter the amount from line 18 or line 40, whichever is less. Otherwise, enter the amount from line 18.
‘Qualified salary or wages 41 |5 180,000

Total amount of qualified salary or wages = $75,000 + $100,000 + $190,000 = $365,000

Modifications will be made to Form C0O-1029.8.36.TM in Corporate Taxprep 2016 v.2.0. In addition, the
prescribed form will be integrated in the program when it becomes available.

Troubleshooting memo T22016-004

RD-1029.7, Tax Credit for Salaries and Wages (R&D) (Jump Code: 10297) - Incorrect
calculation on lines 152a and 158 when the corporation’s taxation year or the
partnership’s fiscal period starts after December 2, 2014, and qualified R&D
expenditures have been incurred under a research contract entered into before
December 3, 2014

[ Download the client filter and diagnostic template ]

Problem:

The calculations on lines 152a and 158 are incorrect in a copy of the form when the following conditions are
met:

e the corporation incurred R&D expenditures or it is a member of a partnership that incurred R&D
expenditures;
e the corporation’s taxation year or the partnership’s fiscal period starts after December 2, 2014;
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e the R&D expenditures covered by the copy of the form have been incurred under a research contract
entered into before December 3, 2014.

Example:

A corporation whose taxation year starts on January 1, 2015, and ends on December 31, 2015, incurred
qualified R&D expenditures of $200,000 under a contract entered into before June 4, 2014. Lines 152a and
158 display amounts of $50,000 and $200,000 respectively. These amounts are incorrect, because no
excluded expenditure should be calculated for a research contract entered into before December 3, 2014.

Chedk one of the following boxes.

Where the taxpayer is a member of a partnership

partnership’s information.

ualified R&D expenditures that the taxpayer incumed before June 5, 2014, or under a research contract entered into before June 4, 2014

Qualified R&D expenditures that the taxpayer incumed after June 4, 2014, or under a research contract entered into after June 3, 2014

|:| ‘Chedk this box if the qualified expenditures have been incumed during the two periods mentioned on lines 83 and 84 during the taxation year.
{i.e., two separate copies of form RD-1029.7 will be required to cover the qualified expenditures).

Break down the R&D iawq}em:lituneﬁ3 relating to the pericd for which you chedeed box 83 or box 64, by entering them in columns A, B and C. In column A,

enter the amounts relating to salaries and wages that the taxpayer paid for R&D work camied out in the taxation yeal.‘ In column B, enter the portion of the
consideration attributable to salaries and wages that the taxpayer paid to a subcontractor not dealing at arm’s length with the taxpayer for R&D work camied
out in the taxation yeal.5 In celumn C., enter the portion of the consideration attributable to R&D work camied out in the taxation year that the taxpayer paid
to a subcontractor dealing at arm's length with the taxpayer ®

If the taxpayer is claiming the tax credit as 8 member of a qualified partnership, complete lines 125 through 149 {columns A, B and Cj) only, by entering the

A B C
Taxpayer Non-arm's-length Arm's-length
subcontractor subcontractor
Salaries and wages, and consideration paid o a tor 125 200,000, 0 0
Consideraticn paid to a8 second-tier subcontractor who entered
into a contract with a subcontractor not dealing at arm's length HiA
with the taxpayer + |128 i} 0
Add lines 125 and 128. = (120 200,000 0 0
Contributions received for the R&D plajed7 — 121 0 0 0
] Add ¢ Delete
Indicate the source and the amount of centributions received® from line 131.
Source Amount
0
0
Subtract line 131 from line 130, =132 200,000 a a
Assistance,” benefit or adva ntage.9 of contract payment‘o
related to the amount on line 132 —[148 0 0 0
Subtract line 148 from line 132, = |148 200,000 a ]
Amount of excluded expenditures. If the taxpayer's taxation year or the
partnership’s fiscal pericd began before December 3, 2014, enter 0.
Otherwise, complete Part 4 and break down the amount on line 167 by
entering it in columns A, B and C. The amcunt entered in each column C,-’_\
must not be greater than the amount on line 149. — [152a 20,000, i . 0
Subiradt line 152a from line 143, = [152b| 000 0 0
Applicable percentage x |152 100 % 100 % 50 %
Multiply line 152b by line 153. = |154 150,000 0

Add the amounts in columns A, B and C on line 154. If the result is negative, enter 0.

Qualified expenditures = H

0
H 150,000

4.2 Amount of excluded expenditures

lentered into on or before that date.

The amounts on lines 158 through 181 must not indude expenditures incumed after December 2, 2014, under a research contract or a partnership agreement

Salaries and wages or consideration incumed in the taxation yesar in respect of which the tax oredit for salaries and wages

R&D) may be claimed {total of the amounts in columns A, B and C on line 120) | 158 | < 200,000,
|Qualified expenditures incumed in the taxation year in respect of which the tax oredit for university research or research R o
camied out by a publicresearch centre or a research consortium may be claimed (total of the ameounts on line 127 of all

copies of form RO-1029.8.68-V completed for the taxation year) +|188f * 0
Eligible fees or dues paid to a research consortium in respect of which the tax oredit for fees and dues paid to a research

consortium may be claimed {(amount on line 142 of the copy of form RO-1023.8.9.03-V completed for the taxstion year) + ﬂ " 0
|Quslified expenditures incumed in the taxation year in respect of which the tax ocredit for private partnership pre-competitive

research may be claimed {total of the amounts in columns A, B and € on line 130 of all copies of form RD-1028.8.16.1-V

completed for the taxation year) + [ 181 " ]
ladd lines 158 through 181. Excluded expenditures = | 182 | 2UU.UUU|
Enter the amount on line 157 or line 182, whichever is less. If the amount on line 182 is less than the ameount cn line 157,
lthe taxpayer cannot claim the tax oredit for the taxation year. 50 [][][]l

Amount of excluded
Amount on line 183 Amount on line 158 expenditures

[

50,000 * 200,000
200,000

Amount on line 182

[1&7]] 50,000
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Solution:

When qualified R&D expenditures covered by a copy of the form have been incurred under a research
contract entered into before December 3, 2014, enter “S0” on line 158 of this copy using an override.

Example (cont’d):

In the above example, “$0” should be entered on line 158 using an override.

4.2 Amount of excluded expenditures

The amounts on lines 158 through 181 must net incdude expenditures incumed after December 2, 2014, under a research contract or a partnership agreement
lentered into on or before that date.

Salaries and wages or consideration incumed in the taxation year in respect of which the tex oredit for salaries and wages

{R&D) may be claimed {total of the amounts in columns A, B and C on line 130) 158 @
(Qualified expenditures incumed in the taxation yesr in respect of which the tax oredit for university research or research
camied out by & publicresearch centre or a research consortium may be claimed (total of the amounts on line 127 of all

copies of form RO-1029.8 8-V completed for the taxation year) + 158 : i
Eligible fees or dues paid to a research consortium in respect of which the tax oredit for fees and dues paid to a research
consortium may be claimed (amount on line 142 of the copy of form RO-1023.8.9.03-\ completed for the taxstion year) + (180 " ]

(Qualified expenditures incumed in the taxation yesr in respect of which the tax oredit for private partnership pre-competitive
research may be claimed {total of the amounts in columns A, B and C on line 130 of all copies of form RO-1029.8.16.1-W

completed for the taxation year) + 181 " u]
Add lines 158 through 181, Excluded expenditures = | 162 Ul
Enter the amount on line 157 or line 182, whichever is less. If the amount en line 182 is less than the ameount on line 157, | |
the taxpayer cannot claim the tax oredit for the taxation year. 183 0

Amount of excluded
Amount on line 183 Amount on line 158 expenditures

[re<]| o] * » e 0
0
Amount on ling 182

=)

Once this override is done, line 152a should display $O0.

A B Cc
Taxpayer Mon-arm’s-length Arm's-length
subcontractor subcontractor
Salaries and wages, and consideration paid to 8 subcontractor 200,000 ] 0
‘Consideration paid to a second-tier subcontractor who entered
into & contract with & subcontractor not dealing at arm's length H/A
with the taxpayer a a
Add lines 125 and 128. 200,000 0 0
Contributions received for the R&D project” 0 i a
=) Add % Delete
Indicate the source and the amount of contributions received® from line 131,
Source Amount
0
Total 0
Subfract line 131 from line 130. =|132 200,000 0 0
Assistance,” benefit or adva ntage,g or confract payment'o
related to the amount on line 122 —[148 i 1] a
Subtract line 148 from line 132. =148 200,000 0 0
Amount of excluded expenditures. If the taxpayer's taxstion year or the
partnership’s fiscal pericd began before December 3, 2014, enter 0.
Otherwise, complete Part 4 and break down the amount on line 187 by
entering it in columns A, B and C. The amount entered in each column (.—-'—_—'—..\
must not be greater than the amount on line 148, — h52a ! " i] - 0
Subtract line 152a from line 148. = [152b W,UUU i] 0
Applicable percentage x 153 100 % 100 % 50 %
Multiply line 152k by line 1563, =1 200,000 0 I
Add the amounts in columns A, B and C on line 154, If the result is negative, enter 0. Qualified expenditures = 200,000

This problem will be corrected in Corporate Taxprep 2016 v.2.0.
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Troubleshooting memo T22016-003

RD-1029.8.6, Tax Credit for University Research or Research Carried Out by a Public
Research Centre or a Research Consortium (Jump Code: 102986) - Incorrect
calculation on lines 203, 230a, 230d and 230g when the corporation’s taxation year or
the partnership’s fiscal period starts after December 2, 2014, and qualified R&D
expenditures have been incurred both under a research contract entered into after
December 2, 2014, and under a research contract entered into before December 3,
2014

[ Download the client filter and diagnostic template ]

Problems:
A. The amount calculated on line 203 is incorrect when the following conditions are met:
e the corporation incurred qualified R&D expenditures giving entitlement to the increased rate in
Part 5;
e box 123 is selected in Part 2;
e the answer to the question under box 123 is “Yes”;

e other copies of Part 2 have been completed, in which box 121 and/or 122 have been selected.

Example:

A corporation whose taxation year starts on January 1, 2015, and ends on December 31, 2015, incurred
qualified R&D expenditures of $55,000 after December 2, 2014, under a research contract entered into after
that date. The corporation incurred qualified R&D expenditures giving entitlement to the increased rate in
Part 5. In addition, the corporation’s exclusion threshold, indicated on line 177, is $50,000, and the
research entity is related to the corporation.

Check the following box if the research entity (university entity, public research centre or research consortium) was related
to the taxpayer orto a member of the parnership, as the case may be, at the time the contract was entered into.

Praovide the following information about the contract.

Mame of research entity Québec enterprise number (NEQ)
[755a] [F7e] |
Address Date the contract was entered into
111d]| | [111c]] |

Paostal code Date of the advance ruling
| 111e | [333e]| |

2.2 Qualified expenditures
Check the appropriate box.
D Qualified R&D expenditures related to a research contract entered into before June 4, 2014

. Qualified R&D expenditures related to a research contract entered into after June 3, 2014, and before December 3, 2014
[ 122 || X ) Qualified R&D expenditures incurred after December 2, 2014, and related to a research contract entered into after that date

If you checked box 123, does the corporation’s taxation year or the partnership's fiscal period start
afferDecember2, 20042 e e e ele el el el e e ‘ﬂ} I:‘NO

Amount paid to the research entity. The amount entered must not exceed the limit? | 127 || 55,000
Assistance benefit or advantage ! or contract paymenf related to the amount on line 127 143 0
Contributior? received for of the R&D project +| 144 0
Add lines 143 and 144. = 0 M| 149 0
Subtract line 149 from line 127. Qualified expenditures = | 150 55,000

The corporation has also incurred qualified R&D expenditures of $10,000 under a research contract entered
into before June 4, 2014.
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110 |Checkthe following box ifthe research entity (university entity, public research centre or research consortium) was related
to the taxpayer orto a member of the partnership, as the case may be, atthe time the contract was entered into.

Provide the following information aboutthe contract.

Mame of research entity Québec enterprise number (NEQ)
[f7a] [f7] |
Address Date the contract was entered into
(7] | [ |

Postal code Date ofthe advance ruling
| [F7e] | ) |

2.2 Qualified expenditures

Check thappropriate box.

||| Qualified R&D expenditures related to a research contract entered into before June 4, 2014

i Qualified R&D expenditures related to a research contract entered into after June 3, 2014, and before December 3, 2014
D Qualified R&D expenditures incurred after December 2, 2014, and related to a research contract entered into after that date

If you checked box 123, does the corporation’s taxation year or the partnership's fiscal period start
after December 2, 20147 e e |:|Yes DNO

Amount paid to the research entity. The amount entered must not exceed the limit? | 127 || 10,000
Assistance.” benefit or advantage* or contract paymenf related to the amount on line 127 143 0
Contributior® received for of the R&D project + | 144 0
Add lines 143 and 144, = 0 | 149 0
Subtract line 149 from line 127. Qualified expenditures = | 150 10,000

Line 203 displays an amount of $15,000, which is incorrect, because this amount includes expenditures that
have been incurred under a research contract entered into before December 3, 2014.

5 Qualified expenditures giving entitlement to the increased rate of the tax credit

Complete Part 5 only if the taxpayer is a Canadian-controlled corporation that incurred expenditures after December 2, 2014, related to at least one contract

entered into after that date and whose assets (including those of any corporations associated with it) are less than $75 million for the previous taxation year.
In other cases, goto Part 7. A corporation that is claiming the tax credit as a member of a qualified partnership is not entitied to the increased rate of the tax

credit. Go to Part 6.

The limit on qualified expenditures that give entittement to the increased rate is §$3,000,000. Furthermore, if the corporation is associated with one or more

other corporations, that limit must be allocated to one or more of the corporations. To do so, complete form RD-1029.7.8, Entente concernant la limite de
dépenses entre sociétés associées. Then enter the amount allocated to each corporation on line 197 of its RD-1029.8.6 form. If the corporation is not associated
with any other corporation, enter $3,000,000 on line 197 of form RD-1029.8.6.

Selectthe boxto cancel the expenditure limit calculated on line 200. D
Mumber of days
Expenditure limit in the taxation year®
[197 ] k 3,000000] x |[198 365 P 200 || 3,000,000
194 365 days
Amount of excluded expenditures (amount on line 187). If you did not complete Part 4, enter 0. - 20 50,000
Subtract line 201 from line 200. =| 202 2,950,000

Enter either the portion of amount H that relates to expenditures incurred after December 2, 2014, under a contract entered

into after that date orthe amount on line 202, whichever is less.
Qualified expenditures giving entitlement to the increased rate of the tax credit 203 15,00
e —

B. The calculations on lines 230a, 230d and 230g are incorrect if the following conditions are met:
e the corporation is a member of a partnership;
e box 123 is selected in Part 2;
e the answer to the question under box 123 is “Yes”;
e other copies of Part 2 have been completed, in which box 121 and/or 122 have been selected.

Example:

A corporation is a member of a partnership and its percentage interest is 50%. The partnership’s fiscal
period starts on January 1, 2015, and ends on December 31, 2015. The partnership incurred qualified R&D
expenditures of $80,000 after December 2, 2014, under a research contract entered into after that date.
The partnership’s exclusion threshold, indicated on line 177, is $50,000, and the research entity is related
to a member of the partnership.
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Check the following box ifthe research entity (university entity, public research centre or research consortium) was related
to the taxpayer or to a member of the parntnership, as the case may be, atthe time the contract was entered into.

Provide the following information about the contract.

Mame of research entity Québec enterprise number (NEQ)
[775a] [r7re] |
Address Date the contract was entered into
[ | [ |

Postal code Date of the advance ruling
| [frie] | G| |

2.2 Qualified expenditures
Check the appropriate box.
l:‘ Qualified R&D expenditures related to a research contract entered into before June 4, 2014

. Qualified R&D expenditures related to a research contract entered into after June 3, 2014, and before December 3, 2014
llI Qualified R&D expenditures incurred after December 2, 2014, and related to a research contract entered into after that date

If you checked box 123, does the corporation’s taxation year or the partnership's fiscal period start
afierDecember2, 20042 Ll e e el e e ol e e ol al e e ) e ‘ I:‘NO

Amount paid to the research entity. The amount entered must not exceed the limit? | 127 || 80,000
Assistance? benefit or advantage ! or contract paymenf related to the amount on line 127 143 0
Contribution® received for of the RED project + | 144 0
Add lines 143 and 144. S 0
Subtract line 149 from line 127. Qualified expenditures

| 140 0
=| 150 80,000

The partnership incurred qualified R&D expenditures of $10,000 under a research contract entered into
before June 4, 2014.

Check the following box if the research entity (university entity, public research centre or research consortium) was related
to the taxpayer or to a member of the partnership, as the case may be, at the time the contract was entered into.

Provide the following information about the contract.

Mame of research entity Québec enterprise number (NEQ)
[i7ie] [77o] |
Address Date the contract was entered into
[ | e |

Postal code Date of the advance ruling
| [F17e] | G |

2.2 Qualified expenditures
Checktappropriate box.
||' Qualified R&D expenditures related to a research contract entered into before June 4, 2014

D Qualified R&D expenditures incurred after December 2, 2014, and related to a research contract entered into after that date

If you checked box 123, does the corporation's taxation year or the partnership's fiscal period start
after December 2, 20147 e |:|Yes I:‘NU

. Qualified R&D expenditures related to a research contract entered into after June 3, 2014, and before December 3, 2014

Amount paid to the research entity. The amount entered must not exceed the limit* | 127 || 10,000
Assistance? benefit or advantage,! or contract paymenf related to the amount on line 127 143 0
Contribution’ received for of the R&D project + | 144 0
Add lines 143 and 144, = 0 | 149 0
Subtract line 148 from line 127. Qualified expenditures = | 150 10,000

The partnership has also incurred qualified R&D expenditures of $20,000 under a research contract entered
into after June 3, 2014, but before December 3, 2014.
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Check the following box if the research entity (university entity, public research centre or research consortium) was related
to the taxpayer orto a member of the partnership, as the case may be, at the time the contract was entered into.

Provide the following information aboutthe contract.

Mame of research entity Québec enterprise number (NECQY)
Gm| [fre] |
Address Date the contractwas entered into
i) | [irie] |

Postal code Date of the advance ruling
| [f7e] | ) |

2.2 Qualified expenditures
Check the appropriate box.
121 Qualified R&D expenditures related to a research contract entered into before June 4, 2014

122 (] X [) Qualified R&D expenditures related to a research contract entered into after June 3, 2014, and before December 3, 2014

123 Qualified R&D expenditures incurred after December 2, 2014, and related to a research contract entered into after that date

If you checked box 123, does the corporation's taxation year or the partnership's fiscal period start

after December 2, 20147 |:|Yes I:‘NU
Amount paid to the research entity. The amount entered must not exceed the limit? | 127 || 20,000
Assistance? benefit or advantage,* or contract payment related to the amount on line 127 143 0
Contributionf received for of the R&D project +| 144 0
Add lines 143 and 144. = 0 | 149 0
Subtract line 149 from line 127. Qualified expenditures = | 150 20,000

Lines 230a and 230d display an amount of $0 while line 230g displays an amount of $30,000. There amounts
are incorrect, because the amount on line 230 must be allocated based on the periods during which the
contracts have been entered into.

7.1.2 Tax credit
Complete this section in full if an amount is entered on line 203. Otherwise, enter the amount of the corporation’s qualified expenditures (amountH or
ameuntl, as applicable) on line 230 and complete lines 230a through 235.
Qualified expenditures giving entittement to the increased rate of the tax credit (amount on line 203) 225 0
Increased rate of the tax credit (rate on line 224) % | 226 0%
Multiply line 225 by line 226. = | 227 0
Qualified expenditures (amount H) 228 0
Qualified expenditures giving entittement to the increased rate of the tax credit
(@amount on line 225) —| 229 0
Subtract line 229 from line 228, Ifthe resultis negative, enter 0. =1230 30,000
Portion of the amount on line 230 that relates to qualified expenditures incurred under a
research contract entered into before June 4, 2014 230a 0,
Applicable rate. Enter 35%. X |230b " .
Multiply line 230a by line 230b. = 0 W [230c]| 0
Portion of the amount on line 230 that relates to qualified expenditures incurred under a /——'_~3
research contract entered into after June 3, 2014, and before December 3, 2014 230d E,__ 0
Applicable rate. Enter 28%. x (2308 || T 780000 % s
Multiply line 230d by line 230e. = 0 W[ 2307]] 0
Portion of the amount on line 230 that relates to qualified expenditures incurred after
December 2, 2014, under a contract entered into after that date 230g { 30,001
Applicable rate. Enter 14%. x| 23 3 .
Multiply line 230g by line 231. = 4,200 w| 232 4,200
Tax credit in respect of assistance, a benefit or an advantage that was repaid in the taxation year concerned and that
is related to qualified expenditures incurred in a previous taxation year™ + | 233 0
Add lines 227, 230c, 230f, 232 and 233. Carry amountV (or the total of amounts V) to one of lines 440p through 440y
of form CO-17, Déclaration de revenus des sociétés, and enter code 03 in the appropriate box.
Tax credit for a corporation = | 235 ||V 4,200

Solutions:
A. In order for the amount on line 203 to be calculated correctly, proceed as follows:

1. Redo the calculation in Part 3 manually using the data in Part 2 in which box 123 is selected and in
which the answer to the question under line 123 is “Yes.”

2. On line 203, use an override and enter the amount on line 202 or the result obtained at step 1,
whichever is less.
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Example (cont’d):

In the example presented for problem A, you should proceed as follows:
1. Do the following calculation:

$55,000 (line 150 in Part 2) - $50,000 (excluded expenditures) = $5,000
$5,000 X 100% (line 156, column A) = $5,000

2. Enter “$5,000” on line 203 (i.e., $2,950,000 or $5,000, whichever is less).

5 Qualified expenditures giving entitlement to the increased rate of the tax credit

Complete Part 5 only if the taxpayer is a Canadian-controlled corporation that incurred expenditures after December 2, 2014, related to at least one contract
entered into after that date and whose assets (including those of any corporations associated with it) are less than $75 million for the previous taxation year.
In other cases, go to Part 7. A corporation thatis claiming the tax credit as a member of a qualified partnership is not entitied to the increased rate of the tax

credit. Goto Part 6.

The limit on qualified expenditures that give entittement to the increased rate is $3,000,000. Furthermore, if the corporation is associated with one or more

other corporations, that limit must be allocated to one or more of the corporations. To do so, complete form RD-1028.7 .8, Entente concernant |a limite de
dépenses entre sociétés associées. Then enter the amount allocated to each corporation on line 197 of its RD-1029.8.6 form. If the corporation is not associated
with any other corporation, enter $3,000,000 on line 197 of form RD-1029.8.6.

Selectthe box to cancel the expenditure limit calculated on line 200. D
Mumber of days
Expenditure limit in the taxation year®
[[197 || i 3,000,000 x | 193 365 & [ 200 || 3,000,000
1499 365 days
Amount of excluded expenditures (amount on line 187). If you did not complete Part 4, enter 0. —| 201 50,000
Subtract line 201 from line 200. =| 202 2,950,000

Enter either the portion of amount H that relates to expenditures incurred after December 2, 2014, under a contract entered
into after that date orthe amount on line 202, whichever is less.

Qualified expenditures giving entitiement to the increased rate of the tax credit 203 (f_m
[ ——

B. In order for the credit to be calculated with the correct rates, use an override to allocate the amount on
line 230 between lines 230a and 230d based on the periods during which the applicable contracts have been
entered into. The amount on line 230g will be adjusted accordingly.

Example (cont’d):

In the example presented for problem B, “$5,000” should be entered (510,000 in expenditures at a
percentage interest of 50%) and “$10,000” should be entered (520,000 in expenditures at a percentage
interest of 50%) using an override on lines 230a and 230d respectively. The amount on line 230g would then
be adjusted accordingly.

7.1.2 Tax credit

Complete this section in full if an amount is entered on line 203. Otherwise, enter the amount of the corporation’s qualified expenditures (amount H or
amountl, as applicable) on line 230 and complete lines 230a through 235.

Qualified expenditures giving entitement to the increased rate of the tax credit (amount on line 203) 225 0
Increased rate of the tax credit (rate on ling 224) X | 226 0%
Multiply line 225 by line 226. = | 227 0
Qualified expenditures {(amount H) 228 0
Qualified expenditures giving entittement to the increased rate of the tax credit
{famount on line 225) — | 229 0
Subtract line 229 from ling 228. Ifthe resultis negative, enter 0. =1230 30,000
Portion of the amount on line 230 that relates to qualified expenditures incurred under a
research contract entered into before June 4, 2014 230a ] 5,000
Applicable rate. Enter 35%. ¥ | 230D - N
Multiply line 230a by line 230b. = 1,750 m[230c]| 1,750
Portion of the amount on line 230 that relates to qualified expenditures incurred under a
research contract enterad into after June 3, 2014, and before Dacember 3, 2014 230d ], 10,000
Applicable rate. Enter 28%. ¥ |230e N
Multiply line 230d by line 230e. = 2,800 W[ 2307]| 2,800
Portion of the amount on line 230 that relates to gualified expenditures incurred after
December 2, 2014, under a contract entered into after that date 2300 {l 15,00
Applicable rate. Enter 14%. |23 3 .
Multiply line 230g by line 231. = 2,100 M| 232 2,100
Tax credit in respect of assistance, a benefit or an advantage that was repaid in the taxation year concerned and that
is related to qualified expenditures incurred in a previous taxation year'* +| 233 0
Add lines 227, 230c, 230f, 232 and 233. Carry amount ¥ (or the total of amounts V) to one of lines 440p through 440y
of form CO-17, Déclaration de revenus des sociétés, and enter code 03 in the appropriate box.

Tax credit for a corporation = [ 235 ||V 6,650

These problems will be corrected in Corporate Taxprep 2016 v.2.0.
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Troubleshooting memo T22016-002

RD-1029.8.16.1, Tax Credit for Private Partnership Pre-Competitive Research (Jump
Code: 10298161) - Incorrect calculation on lines 181 and 198 when the corporation’s
taxation year or the partnership’s fiscal period starts after December 2, 2014, and
qualified R&D expenditures have been incurred under a partnership contract entered
into before December 3, 2014

[ Download the client filter and diagnostic template }

Problems:
A. The calculation on line 181 is incorrect when the following conditions are met:
e the corporation incurred qualified R&D expenditures or is a member of a partnership that incurred
R&D expenditures;

e the corporation’s taxation year or the partnership’s fiscal period starts after December 2, 2014; and
e the date entered on line 100 in Part 2 is prior to December 3, 2014.

Example:

A corporation whose taxation year starts on January 1, 2015, and ends on December 31, 2015, incurred
qualified R&D expenditures of $60,000 after December 2, 2014, under a partnership agreement entered into
after that date. In addition, the corporation’s exclusion threshold, indicated on line 179d, is $50,000.

2.1 Information about the partnership agreement

Agreement date 100 20150201 |
—_—

If the date on which the agreement has been entered into (line 100} is prior to June 5, 2014, was a portion of the gualified
expenditures incurred after June &, 20147 . I:‘Yes DND

Date on which the gualification certificate was issued 1

Provide the following information about the partners. If there is not enough space, enclose an additional copy of the form.

=] Add % Delate
Name Identification number
1021 | [10aa |
Address
L] | Postal code Social insurance number
| 105.1 | [108.1 |

2.2 Qualified expenditures

Break down the R&D expenditures by entering them in the three columns on the lines below. In column A, enter the R&D expenditures made in the taxation
year by the taxpayer. In column B, enter the portion of the consideration attributable to R&D work that the taxpayer paid in the taxation year to a subcontractor
not dealing at arm's length with the taxpayer. In column C, enter the portion of the consideration attributable to R&D work that the taxpayer paid in the

taxation year to a subcontractor dealing at arm's length with the taxpayer.

A B L=
Taxpayer Non-arm's-length Arm's-length
subcontractor subcontractor

Qualified expenditure, * if the proxy method was not chosen on
form RD-222-W 125 60,000 1] 0
Qualified expenditure, if the proxy method was chosen on
form RD-222-V 126 1] 0 0
Proxy amount,® if the proxy method was chosen
on form RD-222-V + 127 i 5.0. 5.0.
Add lines 126 and 127. =[128 ] 0 0
Amount from line 125 or ling 128, as the case may be 130 | 60,000 0 0
Contribution received for the R&D project 131 0 ] 0
Assistance ® benefit or advantage,” or contract payment® related
to the amount on line 130 + | 148 0 0 a
Add lines 131 and 148. =148 0 1] 0
Subtract line 149 from line 130.

Qualified expenditures 150 60,000 0 0
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The corporation also incurred qualified R&D expenditures of $20,000 under a partnership agreement entered

into before December 3, 2014.

Agreement date

2.1 Information about the partnership agreement

expenditures incurred after June 4, 20147

Date on which the qualification certificate was issued

100 m|
e ————_

If the: date on which the agreement has been entered into (line 100} is prior to June 5, 2014, was a poertion of the gualified

101

Provide the following information about the partners. If there is not enough space, enclose an additional copy of the form.

X Delete

Name

1021

ldentification number

| [10314

Address

1041

1051

| Postal code

Social insurance number

| [105.1

2.2 Qualified expenditures

Break down the R&D expenditures by entering them in the three columns on the lines below. In column A, enter the R&D expenditures made in the taxation

not dealing at arm’s length with the taxpayer. In column C, enter the portion of the consideration attributable to R&D work that the taxpayer paid in the
taxation year to a subcontractor dealing at arm's length with the taxpayer.

year by the taxpayer. In column B, enter the portion of the consideration attributable to R&D work that the taxpayer paid in the taxation year to a subcentractor

A B C
Taxpayer Non-arm's-length Arm's-length
subcontractor subcontractor
Qualified expenditure * if the proxy method was not chosen on
form RO-222-V 125 20,000 0 a
Cualified expenditure, if the proxy method was chesen on
form RD-222-\/ 126 i 0 a
Proxy amount,® if the proxy method was chosen
on form RD-222-\/ + 127 i] 5.0. 5.0.
Add lines 126 and 127. =128 1] 0 0
Amount from line 125 or line 128, as the case may be 20,000 0 ]
Contribution received for the R&D project i 0 ]
Assistance® benefit or advantage,” or contract payment® related
to the amount on line 130 +| 148 i 0 a
Add lines 131 and 148. =1148 ] 0 ]
Subtract line 149 from line 130.
Qualified expenditures 150 20,000 0 i

Line 181 displays an amount of $80,000, which is incorrect, because this amount includes qualified R&D
expenditures that have been incurred under an agreement entered into before December 3, 2014.

4.2 Amount of excluded expenditures

The amounts on lines 181 through 184 must not include expenditures incurred after December 2, 2014, under a research contract or a partnership agreement
entered into on or before that date.

Amount on line 185

Qualified expenditures incurred in the taxation year in respect of which the tax credit for private partnership pre-competitive

research may be claimed (total of the amounts in columns A B and C on line 130 of all copies of this form completed for

the taxation year) 181 80,00

Qualified expenditures incurred in the taxation year in respect of which the tax credit for salaries and wages (R&D) may be

claimed (total of the amounts in columns A, B and C on line 130 of the copy of form RD-1023.7-V completed for the

taxation year) + [ 182 . 0

Qualified expenditures incurred in the taxation year in respect of which the tax credit for university research or research

carried out by a public research centre or a research consortium may be claimed (total of the amounts on line 127 of all

copies of form RD-1029.8.6-V completed for the taxation year) + (183 . i

Eligible fees or dues paid to a research consortium in respect of which the tax credit for fees and dues paid to a research

conzortium may be claimed (total of the amounts on line 142 of all copies of form ROD-1029.8.9.03-V completed for the:

taxation year) + | 184 d ]

Add lines 181 through 184. Excluded expenditures = | 185 80,000'

Enter the amount from line 178d or line 185, whichever is less. If the amount on line 185 is less than the amount on line 1784,

the taxpayer cannot claim the tax credit for the taxation year. 50,000

Amount of excluded
Amount on line 125 Amount on ling 181 expenditures
[1&7]| 50,000] 80,000 50,000
80,000

B. If the conditions listed in the bulleted list at point A are met and the corporation incurred qualified R&D
expenditures giving entitlement to the increased rate in Part 5, the calculation on line 198 is also incorrect.
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Example:

If the corporation in example A incurred expenditures giving entitlement to the increased rate in Part 5,
line 198 displays an amount of $30,000. This amount is incorrect, because it includes qualified R&D
expenditures that have been incurred under an agreement entered into before December 3, 2014.

5 Qualified expenditures giving entitlement to the increased rate of the tax credit

Complete Part 5 only if the qualified expenditures were incurred by the taxpayer under a partnership agreement entered into after December 2, 2014 (or

under a renewal or extension of such an agreement) and the taxpayer is a Canadian-controlled corporation whese assets (including those of any corperations
associated with it) are less than 375 milion for the previous taxation year. In other cazes, go to Part 7. A corporation that is claiming the tax credit as a member
of a qualified partnership is not entitled to the increased rate of the tax credit. Go to Part .

The limit on qualified expenditures that give entitlement to the increased rate is $3,000,000. Furthermore, if the corporation is associated with one or more
other corporations, that limit must be allocated to one or more of the corporations. To do so, complete form RD-10258.7.8, Enfente concernant la limite de

dépenses entre sociétés associées. Then enter the amount allocated to each corporation on ling 1592 of its RD-1025.8.16.1 form. If the corporation is not
azsociated with any other corporation, enter 33,000,000 on line 152 of form RD-1029.8.16.1.

Select the box to cancel the expenditure limit calculated on line 195, D
Number of days
Expenditure limit in the taxation year'!
ES 3,000,000 |x[193 365 » [1os]| 3,000,000
154 365 days
Amount of excluded expenditures (amount on line 190). If you did not complete Part 4, enter 0. = 50,000
Subtract fine 196 from line 195, = 2,050,000]
Enter either amount H or the amount on line 187, whichever is less. M
Qualified expenditures giving entitlement to the increased rate of the tax credit 30,000
e ———
Solutions:

A. Add the amounts on line 130 in the copies of Part 2 in which the date entered on line 100 is after
December 2, 2014, and enter the result on line 181 using an override.

Example (cont’d):

In the example presented for problem A, the total of the amounts indicated on line 130 in the copies of
Part 2 in which the date entered on line 100 is after December 2, 2014, is $60,000. Therefore, “$60,000”
should be entered on line 181 using an override.

4.2 Amount of excluded expenditures

The amounts on lines 181 through 184 must not include expenditures incurred after December 2, 2014, under a research contract or a partnership agreement
entered into on or before that date.

Qualified expenditures incurred in the taxation year in respect of which the tax credit for private partnership pre-competitive

research may be claimed (total of the amounts in columns A, B and C on line 130 of all copies of this form completed for
the taxation year) 181 60,000

Qualified expenditures incurred in the taxation year in respect of which the tax credit for salaries and wages (R&D) may be
claimed (total of the amounts in columns A, B and C on line 130 of the copy of form RD-1029.7-\ completed for the

taxation year) +|[182 g 0
Qualified expenditures incurred in the taxation year in respect of which the tax credit for university research or research
carried out by a public research centre or a research consortium may be claimed (total of the amounts on line 127 of all
copies of form RD-1029.8.6- completed for the taxation year) + | 183 § ]
Eligible fees or dues paid to a research consortium in respect of which the tax credit for fees and dues paid to a research
consertium may be claimed (total of the amounts on line 142 of all copies of form RD-10259.8.9.03-V completed for the

taxation year) + | 184 . 0
Add lines 181 through 184. Excluded expenditures = | 185 GU,UOOI
Enter the amount frem line 179d or line 185, whichever is less. If the amount on line 185 is less than the amount on line 1734, | |
the taxpayer cannot claim the tax credit for the taxation year. 186 50,000

Amount of excluded

Amount on line 138 Amount on line 181 expenditures
[re7]| 50,000] x [128 60,000] M [190]] 50,000
189 60,000

Amount on line 185

B. In order for the amount on line 198 to be calculated correctly, proceed as follows:

1. Redo the calculation in Part 3 manually using the data in Part 2 in which the date entered on line 100 is
after December 2, 2014.

2. On line 198, use an override and enter the amount on line 197 or the result obtained at step 1,
whichever is less.
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Example (cont’d):

In the example presented for problem B, proceed as follows:

1. Do the following calculation:

$60,000 (line 150 in Part 2) - $50,000 (excluded expenditures) = $10,000

$10,000 X 100% (line 159, column A) = $10,000

Enter “$10,000” on line 198 using an override (i.e., $2,950,000 or $10,000, whichever is less).

§ Qualified expenditures giving entitlement to the increased rate of the tax credit

Complete Part 5 only if the qualified expenditures were incurred by the taxpayer under a partnership agreement entered into after December 2, 2014 {or

under a renewal or extension of such an agreement) and the taxpayer is a Canadian-controlled corporation whose assets (including those of any corporations
associated with it) are less than 575 milion for the previous taxation year. In other cases, go to Part 7. A corporation that is claiming the tax credit as a member
of a qualified partnership is not entitled to the increased rate of the tax credit. Go to Part 5.

The limit on qualified expenditures that give entitlement to the increased rate is $3,000,000. Furthermore, if the corporation is associated with one or more
other corporations, that limit must be allocated to one or more of the corporations. Te do =20, complete form RD-1029.7.8, Entente concernant ia limite de

dépenses entre socigtés associées. Then enter the amount allocated to each corporation on line 192 of its RD-1025.8.16.1 form. If the corporation is not
associated with any other corporation, enter $3,000,000 on line 192 of form RD-1028.8.16.1.

Select the box to cancel the expenditure limit calculated on line 195, D
Number of days
Expenditure limit in the taxation year"
[1ez][* 5,000,000 | x[192] 365 b [1os][ 3,000,000
m 385 days

Amount of excluded expenditures (amount on ling 190). If you did not complete Part 4, enter 0. = 50,000

Subtract line 198 from line 185, =197 2,950,00‘.)'
Enter etther amount H or the amount on line 197, whichever is less.

Qualified expenditures giving entitiement to the increased rate of the tax credit 198 10,000

i

These problems will be corrected in Corporate Taxprep 2016 v.2.0.

Saskatchewan

Troubleshooting T22016-038

Schedule 411, Saskatchewan Corporation Tax Calculation (Jump Code: 411) - Phasing
out of the credit unions deduction for taxation years ending after 2016

[ Download the client filter and diagnostic template ]

Problem:

In its budget tabled on March 22, 2017, the government of Saskatchewan announced that the credit unions
deduction, which is used to calculate the income eligible for the lower tax rate, would be phased out over
four years, beginning in 2017. It was then clarified in Saskatchewan Bill 69, tabled on April 13, 2017, that
this deduction would be reduced to 75% for the days in the taxation year included in 2017. Currently,
Corporate Taxprep does not take this change into account.

Solution:

If the corporation has a taxation year ending after December 31, 2016, a permanent establishment in
Saskatchewan and is entitled to the credit unions deduction in Saskatchewan (i.e. an amount is indicated on
line F of Schedule 411), enter the result of the following calculation on line F using an override:
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Number of days in the

taxation year before Number of days in the
January 1, 2017 taxation year in 2017
Amount F X + Amount F X
Number of days in the Number of days in the
taxation year taxation year

Example:

X 75%

A corporation has a taxation year ending on March 31, 2017, and an amount of $200,000 is indicated on line

F of its Schedule 411:

~ Part 1 — Calculation of income subject to Saskatchewan lower and higher tax rates
Taxable income for Saskatchewan ® L L e e e ' 850,000 A
Income eligible for Saskatchewan lower tax rate:
Amount from line 400 ofthe TZ return . . . L. L. § 850,000 g
Amount from line 405 ofthe T2 return . . . L. L. w =
Amount from line 425 ofthe TZ return . . . . L. w D
Amount B, C, or D, whicheveris the least . . . . . . . . .... w E
For credit unions only:
Amount from line D of Schedule 17, Credit Union Deductions . . . . .. ’ 700,000
Deduct: amount E above .. . ... Q0,000
Excess (if negative, enter "07) 200,000y 200,000) F
—— e ———
Total of amounts E and F 700,000 @
AmountG .. .. 700,000 x taxable income for Saskatchewan * L 850,000 = 700,000 4
taxable income for all provinces ** L 850,000
Income subject to Saskatchewan higher tax rate (amount Aminus ameuntHy 150,000
Enter amount H and/or amount | on the applicable line(s) in Part 2.
* |fthe corporation has a permanent establishment only in Saskatchewan, enter the taxable income from line 360 of the T2 return. Otherwise, enter the
taxable income allocated to Saskatchewan from column Fin Part 1 of Schedule 5, Tax Calcwlation Supplementary — Corporations.
** Includes the territories and the offshore jurisdictions for Nova Scotia and New foundland and Labrador.
The result of the following calculation should be entered on line F, using an override:
275 days 90 days
ZE oo+ TTRLE Amue % =
$200,000 X 355 days $200,000 X ~3g5days X 75% $187,671
— Part 1 — Calculation of income subject to Saskatchewan lower and higher tax rates
Taxable income for Saskatchewan ® L L e e e e e e " 850,000
Income eligible for Saskatchewan lower tax rate:
Amount from line 400 of the T2 return . . . .. oL L. § 850,000 g
Amount from line 405 of the T2 return . _ . L L L. w C
Amount from line 425 ofthe T2 return . . . oL L L. w D
Amount B, C, or D, whichever is the least . _ o . ... w E
For credit unions only:
Amount from line D of Schedule 17, Credit Union Deductions . . .. .. U 700,000
Deduct amount E above . ... ... ... _._._. 00,000
Excess (if negative, enter "0") 187,67 b F
Total of amounts E and F $ G
AmountG ... .. 687,671 x taxable income for Saskatchewan * L 850,000 = 687,671 H
taxable income for all provinces = ¥ 850,000
Income subject to Saskatchewan higher tax rate (amount Aminus amountH) 162,329
Enter amount H and/or amount | on the applicable line(s) in Part 2.
* Ifthe corporation has a permanent establishment only in Saskatchewan, enter the taxable income from line 350 of the T2 return. Otherwise, enter the
taxable income allocated to Saskatchewan from column Fin Part 1 of Schedule 5, Tax Calculation Supplementary — Corporations.
** Includes the territories and the offshore jurisdictions for Nova Scotia and New foundland and Labrador.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-026

Schedule 402, Saskatchewan manufacturing and processing investment tax credit
(Jump Code: 402) - Increase in the tax credit rate for qualified property acquired
after March 22, 2017

[ Download the client filter and diagnostic template ]

Problem:

The Saskatchewan Budget tabled on March 22, 2017 proposed an increase in the rate for the Saskatchewan
manufacturing and processing investment tax credit to 6% for qualified property acquired after March 22,
2017. Currently, when the corporation’s taxation year ends after March 22, 2017, Corporate Taxprep uses a
rate of 5% for all qualified property acquired in the taxation year, including property acquired after

March 22, 2017.

Solution:

When the corporation’s taxation year ends after March 22, 2017, and at least one qualified property entered
in Part 1 of the schedule 402 was acquired after March 22, 2017, please proceed as follows:

1. Calculate the total of all capital costs entered on line 103 for qualified property with an acquisition date
on line 102 that is prior to March 23, 2017, then multiply the result by 5%.

2. Calculate the total of all capital costs entered on line 103 for qualified property with an acquisition date
on line 102 that is after March 22, 2017, then multiply the result by 6%.

3. Add up the results of the calculations in steps 1 and 2.

4. Enter this sum on line 225 of Part 3 using an override.

Example:
r Part 1 — Qualified property (acquired in current tax year) eligible for the credit
CCA - - Acquisition date -
class no. Description of qualified property Year Month Day Capital cost
53 Property #1 _20d6-12-31 100,000
53 .- Property #2 ( 2017-04-01 ) 200,000
[ ———

aaa 0
TOtAl CAPIEAI COSE .+ v o vttt et et e et e e e e e e e e e e e e e e 300,000 A
Total capital cost of property acquired after March 31, 2004, and before April 7, 2006 . . . .. .. ... ... .. ... .o .. 0B
Total capital cost of property acquired after April 6, 2006, and before October 28, 2006 .. ... ... ... ... .. ... 0c
Total capital cost of property acquired after October 27, 2008 . . . . . . . L . L e e e 300,000 p

Step 1: $100,000 x 5% = $5,000
Step 2: $200,000 x 6% = $12,000
Step 3: $5,000 + $12,000 = $17,000

— Part 3 — Calculation of Saskatchewan refundable manufacturing and processing investment tax credit

Qualified property acquired in the current tax year:

After April 6, 2006, and before October 28, 2006 (amount C from Part 1) 0 x e 0
After October 27, 2006 (amount D from Part 1) . ... ................ 300,000 x 17,000
Credit earned after April 6, 2006, allocated from a parinership . . . . . . . . . . . L e T 0
Credit earned after April 6, 2006, allocated from a frust . . . . . . . . . L . L L e 0
Saskatchewan refundable manufacturing and processing investment tax credit 17,000 ¢

(total of lines 220, 225, 230, and 240) . . . . . it i e e e e e e e e e
Enter the amount G on line 644 of Schedule 5.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-025

Schedule 403, Saskatchewan Research and Development Tax Credit (Jump Code:
403) - Modifications to the tax credit for eligible expenditures incurred after
March 31, 2017

[ Download the client filter and diagnostic template ]

Problem:

In its Budget tabled on March 22, 2017, the Saskatchewan government announced the following measures
relating to the research and development tax credit:

1. CCPCs are now eligible for a refundable R&D tax credit of 10% for the first $1,000,000 of qualifying
expenditures incurred after March 31, 2017. The portion of qualifying expenditures incurred after this
date that are in excess of $1,000,000, if applicable, will be eligible for the 10% non-refundable R&D tax
credit. In addition, the total of the refundable tax credit and the non-refundable tax credit for R&D will
be capped at $1,000,000 with regards to the expenditures incurred after March 31, 2017.

2. A corporation other than a CCPC can only claim a non-refundable R&D tax credit with regards to the
expenditures incurred after March 31, 2017, and the maximum amount of this credit will be $1,000,000.

For more details on the announced changes, please consult the fifth and sixth paragraphs of the “General
Information” section on the following Web page:

http://finance.gov.sk.ca/Default.aspx?DN=7210d60f-4263-4bf8-9f59-dbbbd8d64f7a&Anc=7210d60f-4263-
4bf8-9f59-dbbbd8d64f7a&Pa=b0716095-178a-47d3-bb28-a1bb01abbad4.

Currently, Corporate Taxprep does not take this new measure into account.

Solution:
Please proceed as follows (if the corporation is not a CCPC, skip to step 2):

1. Calculate the amount of the refundable R&D tax credit according to the budget measures, then enter

the result on line 215 using an override. Ignore the diagnostic R4030002 that will be displayed relating
to line 211.

- Part 1 — Saskatchewan refundable R&D tax credit (CCPCs only)

Refundable credit earned before April 1, 2015

Total eligible expenditures * incurred before April 1, 2015, for R&D in the current taxyear ... ... .. ... m U‘
Expenditure limit ** (enter amount from line 410 of schedule 31) ... m ' 0

Eligible expenditures for refundable tax credit (amount A or B, whicheveris less) ... ... .. 214 0

Saskatchewan refundable R&D tax credit (amount C multiplied by 159%) . 215 m
Enter amount D on line 645 of Schedule 5.

= Total eligible expenditures include repayments made in the current year befare April 1, 2015 for line A Each amount must relate to a repayment made
by the corporation in the tax year and not in any other tax year. Repayments are the sum of the following:

— arepayment made in the tax year of government ar non-government assistance or a contract payment that reduced an eligible expenditure other
than for first-term or second-term shared-use equipment; and

— arepayment made in the tax year of government or non-government assistance, or a contract payment that reduced an eligible expenditure for
first-term or second-term shared-use equipment, multiplied by 1/4.
** Ifthe tax year includes March 31, 2015, complete the following calculation and enter the result on line 212 abave;
Mumber of days in the tax
0D x year before April 1, 2015 0 = 0

Total number of days 366
in the tax year

Amount from line 410 of schedule 31

2. Enter the total eligible expenditures incurred in the tax year on line 106.
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3. Calculate the amount of the expenditures eligible for the non-refundable R&D tax credit according to
the budget measures, then enter the result in the first field of line “e” in Part 3 using an override.

r Part 3 = Non-refundable credit available and available for carryforward

Non-refundable credit at end of previous tax year . . . . _ . .. ... i 0
Deduct:

Mon-refundable credit expired after 10taxyears .. . . . ... .. ... ... .. ... m ) 0
Non-refundable credit at beginning of tax year (amount a minus amountb) . . . .. ... .. 0
Plus:

Mon-refundable credit transferred on an amalgamation or the windup of a subsidiary .. . .. m ) 0

MNon-refundable current-year
credit earned before April 1, 2015:
line 101 or 102, whichever applies g, x 15%= ... ..., 0

Non-refundable current-year

credit earned after March 31, 2015:
e 106 ... A e W= . 500,000
S ——— -

Non-refundable credit allocated to the corporation that is a member of a partnership . _ . _ . 0
Mon-refundable credit allocated to the corporation that is a beneficiary underatrust .. ... m 0
Subtotal (total of amounts c to g) 500,000

>

Non-refundable credit available (amount H plus amount I} C o L L L

500,000

500,000

4. Ensure that the total of the amount entered on line 215 plus the portion of the amount on line 160
which is attributable to eligible expenditures incurred after March 31, 2017, does not exceed

$1,000,000.

5. If the return is not eligible for electronic filing because of the diagnostic R4030002, answer “Yes” to the
question Transmit or print Bar Codes even if not eligible? using an override in Form RS/, Electronic

Filing and Bar Codes Control Workchart (Jump Code: RSI-EFILE-BAR CODES).

RSI, Electronic Filing and Bar Codes Control Workchart
— Federal (Internet Filing, Bar Codes)

Must this return be electronically filed with the CRA in pursuance of subsection 150.1(2.1) ITA?

Do you want to electronically file this tax return with the CRA?
(If you answer “No,” the bar codes will be printed even if the return must be electronically filed.)

Is this return eligible for Corporate Internet Filing (T2 EFILE)?

If "No," please correct the errors indicated by the T2 EFILE diagnostics that require "mandatory modification”
identified by the B icon in the diagnostics pane.

Is this return eligible to print the bar codes?

If “No,” please correct the errors indicated by the RSI — bar codes diagnostics of type “Mandatory modification”™
and "Exclusion” identified by the B and B icons in the diagnostics pane.

Transmit or print Bar Codes even if not eligible? Note that if the business number and/or the NAICS code are missing, note that
it will not be possible to EFILE the return or to print it in bar code format, even if you answer “Yes” to this question.

DYes No

Yes DND
I:‘Yes No

DYes No

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-024

SCT B1, Corporation Capital Tax Return - Financial Institution (Jump Code: SCTB1) and
Saskatchewan Tax Instalments (Jump Code: ISK) - Increase in the capital tax rate for
large financial institutions for taxation years ending after March 31, 2017

[ Download the client filter and diagnostic template ]

Problem:
SCT B1

In its Budget tabled on March 22, 2017, the Saskatchewan government announced that the capital tax rate
for large financial institutions will be increased from 3.25% to 4% for taxation years ending after March 31,
2017. This change affects any corporation that meets the following conditions:

e taxable paid-up capital, including that of all associated corporations, is more than $1.5 billion;
e the corporation is a financial institution according to the Saskatchewan Corporation Capital Tax Act
subsection 2(j.1) and regulation 2.1(2) of the Corporation Capital Tax Regulations; and

e the taxation year ends after March 31, 2017.

Instalments

The increase in the capital tax rate for large financial institutions also affects the calculation of the
Saskatchewan instalments. Pursuant to subparagraph 11.1(1)(a)(i) of the Corporation Capital Tax
Regulations, the rate that should be used to calculate the first instalment base is the rate of the year for
which the instalments will be paid. Therefore, if the corporation calculates its instalments for 2017, it must
calculate the capital tax from the taxable paid-up capital using a 3.25% rate for the number of days in the
year before April 2017 and using a 4% rate for the number of days in the year after March 2017.

Currently, Corporate Taxprep does not take these changes into account.

For more information on this measure, consult the second paragraph of the subsection “OTHER REVENUE
MEASURES” (page 53) of the Saskatchewan Budget at the following Web address:
www.finance.gov.sk.ca/budget17-18/2017-18Budget.pdf.

Solution:
SCT B1

In order to use the correct tax rate to calculate the Saskatchewan capital tax on large financial institutions,
enter the result of the following calculation, using an override, in the field “Financial institution rate” of
the “SCT B1 - Corporation capital tax return - Financial institution” section on Form Table of Rates and
Values Used in the Provincial Returns (Jump Code: RTS PROV),:

Number of days in the taxation year Number of days in the taxation year

before April 1, 2017 X 3.25% + after March 31, 2017 X 4%

Number of days in the taxation year Number of days in the taxation year
Example:

The following calculation would be made for a corporation whose taxation year began on June 1, 2016, and
ends on May 31, 2017:

304 days X3.25% + 61 days X 4% = 3.3753%
365 days 365 days

~SCT B1 - Corporation capital tax return — Financial institution

Capital tax payabie

Financaal mstitution rale
S —r——

Smadl financial msttution rats 07000 5%
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Instalments

To calculate the correct instalments for the estimated tax method, calculate the estimated tax using the
rate for the year for which the instalments will be paid.

If the combined 15t and 2" instalment base method is used, manually recalculate the capital tax with the
current-year data, but use the rate for the year for which the instalments will be paid to calculate the
correct instalment payments (see subparagraph 11.1(1)(a)(i) of the Corporation Capital Tax Regulations).
Then, enter the result in the “Capital tax” field of the “Instalment base calculation” section.

~ Instalment base calculation

1st Instalment Estimated
tax method (Note)
Capital tax 0 0
Adjustment for short taxation years x 365 + number of days in year if lesser than 365 X N/A
Instalment base amount = 0 = 0

Note: Enter 75% of the estimated tax for the current year if this will be the first year that the corporation will become liable to tax (or if a resource
corporation was not liable to the surcharge in the preceding year).

These changes will be integrated into Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-037

MCT1, Corporation Capital Tax Return (Jump Code: MJ) and Manitoba Tax Instalments
(Jump Code: IMB) - Elimination of the capital tax deduction and the obligation to pay
instalments when the amount of capital tax payable for the year is less than $5,000
for taxation years ending after April 30, 2017

[ Download the client filter and diagnostic template ]

Problem:

e MCT1

In its April 11, 2017 Budget, the Manitoba government announced the elimination of the capital tax
deduction of $10,000,000 for taxation years ending after April 30, 2017.

e Manitoba Tax Instalments

In its April 11, 2017 Budget, the Manitoba government also announced that corporations whose taxation year

ends after April 30, 2017, would no longer required to pay instalments if the amount of capital tax that they
have to pay for the year is less than $5,000.

Currently, Corporate Taxprep does not take these changes into account.

Solution:
e MCTT1
If the corporation’s taxation year ends after April 30, 2017, and the total paid-up capital is more than zero,

enter zero in the first field of the Allocation of capital deduction for the year column in the “CAPITAL
DEDUCTION ALLOCATION” section, using an override. In addition, please ignore diagnostic E765.
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CAPITAL DEDUCTION ALLOCATION

Members of an associated group of corporations must use this schedule to allocate the $10,000,000 capital deduction among themseives per calendar
year. The corporation filing this return should be the first corporation of the associated group listed below. For the corporation with no associated
corporations, the deduction is $10,000,000 per calendar year.

estoDkshments iy Mantoba whch ore Gusinass tumpar | ARcatonofcaplsl | Teratlon yeer o which the
members of the associated group ‘_..———ﬁ——_\
g ‘ (' 0[2017-05-31
: : 000,000 | 2017-04-30
TOTAL | § 2,000,000‘

e Manitoba Tax Instalments

If the corporation’s taxation year ends after April 30, 2017, and the amount of capital tax that the
corporation must pay for that taxation year is less than $5,000, the corporation is not required to pay
instalments for the next year.

These changes will be integrated into Corporate Taxprep 2017 v.1.0.

Troubleshooting T22016-036

Schedule 381, Manitoba Manufacturing Investment Tax Credit (Jump Code: 381) -
Reduction of the rate used to calculate the non-refundable part of the tax credit for
qualified property acquired after April 11, 2017

[ Download the client filter and diagnostic template ]

Problem:

In its budget tabled on April 11, 2017, the Manitoba government announced that the rate used to calculate
the non-refundable portion of the Manitoba Manufacturing Investment Tax Credit (MITC) would be reduced
by one percentage point, i.e. from 2% to 1% for qualified property acquired after April 11, 2017. As a result,
the total MITC rate is decreased from 10% to 9% for qualified property acquired after April 11, 2017.

The rate used to calculate the refundable part of the MITC is maintained at 8%, which means that the
percentage used in the schedule to calculate the refundable part of the MITC is increased from 80% to
88.89% of the total credit amount.

Currently, when the corporation’s taxation year ends after April 11, 2017, Corporate Taxprep uses a 10%
rate to calculate the total tax credit and an 80% rate to calculate the refundable part of the MITC for all
qualified property acquired in the taxation year, including property acquired after April 11, 2017.

Solution:

When the corporation’s taxation year ends after April 11, 2017, and at least one qualified property entered
in Part 1 of Schedule 381 was acquired after April 11, 2017, proceed as follows:

1. Calculate the total of all capital costs entered on line 103 for qualified property whose acquisition date
on line 102 is prior to April 12, 2017, then multiply the result by 10%.

2. Calculate the total of all capital costs entered on line 103 for qualified property whose acquisition date
on line 102 is after April 11, 2017, then multiply the result by 9%.

3. Calculation of the credit earned during the year (line 120 of Part 2): Add the results obtained in steps
1 and 2 and enter this amount on line 120, using an override.

4. Calculation of the refundable credit (line 2B of Part 2):
a) Multiply by 80% the portion of amount D, Total credit earned in the current year that relates to

property acquired after June 30, 2013, and before April 12, 2017.

b) Multiply by 88.89% the portion of amount D relating to property acquired after April 11, 2017.
c) Add the results obtained in steps a) and b) and enter this amount on line 2B, using an override.
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Example:

r Part 1 — Qualified property (acquired in this tax year) eligible for the credit

103

CCA class No. Description of qualified property Acquisition date* Capital cost™
Year Month Day
1 53 *+ | Property #1 _2016-06-01 100,000
2 |53 -+ | Property #2 C 2017-0413 9y € 200,000
3 [ T—— 0
Total capital cost of qualified property acquired by the corporation in the current year (total of column 103) ... .. .. m 300,000 A

e Step 1: $100,000 x 10% = $10,000
e Step 2: $200,000 x 9% = $18,000

e Step 3: $10,000 + $18,000 = $28,000. Enter this amount on line 120, using an override.
e Step 4: The portion of amount D relating to property acquired after June 30, 2013, and before
April 12, 2017 is $10,000 and the portion of amount D relating to property acquired after April 11, 2017,

is $18,000.
o Step 4a: $10,000 X 80% = $8,000
o Step 4b: $18,000 X 88.89% = $16,000

o Step 4c: $8,000 + $16,000 = $24,000. Enter this amount on line 2B, using an override.

~ Part 2 — Total credit available for the year and credit available for carryforward

Subtotal (amount 2A plus amount 2B) . . . . L. L e e e e e e e e
Amount D L e e e e e

Refundable credit claimed in the current year (amount 1, amount 2 or amount 3,
whichever is less) (enter on line 621 of Schedule 5) . ... ... .. ... ................ @

Unused credit at the end of the previous fax year . . . . . .. . .. ... .. .. g 0
Deduct: Credit expired™ . . . . . o e e e e e e e e m ’ 0
Unused credit at the beginning of this tax year . . . . . . . . . ... ... ... . m 0p 0B
Add:
Credit transferred on an amalgamation or the wind-up of a subsidiary . . . . . . . ... i it i e e e m § 0c
Credit earned in the current year:
Amount AfromPart1 .. ................. 300,000 x 10% =
Credit allocated from @ partnership . . . ot ottt e e e e e e e e 130 0
Credit allocated from atrust . .. .. ... . . ... m 0
Subtotal (total of lines 120, 130, and 140) 28,000 a
Deduct: Credit renounced . . . . . ... . L e e m 0p
Total credit earned in the current year (amount @ minus amountb) ... ... ... .......... 28,000 p 28,000 p
Total credit available for the current tax year (total of amounts B, C, @and D)+ v o vt v v et it et e e et e e 28,000 E
Deduct:
Non-refundable credit claimed in the current tax year™ . . .. .................. m 600 ¢
(enter on line 605 of Schedule 5)
Refundable credit:
Amount E 28,000 — Manitoba tax otherwise payable 600 = - - 27,400 1
Credit included in amount a that is earned
before July 1. 2013 + v oo 142 0 x 70% = 0 2a

Credit included in amount a that is earned m
after June 30, 2013 ... .. .. .. ... .. ... 145] 28,000 x 80% = 028
P ————

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-035

Schedule 380, Manitoba Research and Development Tax Credit (Jump Code: 380) -
Decrease in the tax credit rate to 15% for the eligible expenditures incurred after

April 11, 2017

[ Download the client filter and diagnostic template

Problem:

In its budget tabled on April 11, 2017, the Manitoba government announced that the R&D tax credit rate
would be decreased from 20% to 15% for expenditures incurred after April 11, 2017.

Therefore, the rate of the refundable tax credit is decreased from 20% to 15% for eligible expenditures that
are incurred after April 11, 2017, under an R&D contract. For eligible expenditures that are incurred after

April 11, 2017, but that do not relate to an R&D contract, the rate of the refundable tax credit is decreased
from 10% to 7.5%. Currently, Corporate Taxprep does not take these measures into account.

Solution:

If the corporation incurred eligible R&D expenditures after April 11, 2017, adjustments must be made on

line 121, line 205 and/or line 215.

1. Enter the result of the following calculation on line 121, using an override:

Portion of the amount on line 106

that is attributable to eligible
expenditures incurred before
April 12, 2017

Portion of the amount on line 106
that is attributable to eligible
expenditures incurred after April
11, 2017

2. Enter the result of the following calculation on line 205, using an override:

Portion of the amount on line 108

that is attributable to eligible
expenditures incurred before
April 12, 2017, under an R&D
contract

Portion of the amount on line 108
that is attributable to eligible
expenditures incurred after April
11, 2017, under an R&D contract

3. Enter the result of the following calculation on line 215, using an override:

Portion of the amount on line 116

that is attributable to eligible
expenditures incurred before

April 12, 2017, that do not relate

to an R&D contract

Example:

A corporation incurred eligible R&D expenditures in Manitoba for a taxation year that ends after

Portion of the amount on line 116
that is attributable to eligible
expenditures incurred after April
11, 2017, that do not relate to an
R&D contract

X 15%
X 15%
X 7.5%

April 11, 2017. An amount of $20,000 is indicated on line 108, Eligible expenditures under a R&D contract
incurred in the current tax year. The amount of eligible expenditures incurred before April 12, 2017, is
$19,000 and the amount of eligible expenditures incurred after April 11, 2017, is $1,000. In addition, an
amount of $10,000 is indicated on line 116, Eligible expenditures not under a R&D contract incurred in the
current tax year. The amount of eligible expenditures incurred before April 12, 2017, is $9,500, and the
amount of eligible expenditures incurred after April 11, 2017, is $500.
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r Part 1 — Summary of total eligible expenditures incurred in the current tax year

Total eligible expenditures incurred in the current tax year
Summary of total eligible expenditures incurred in the current tax year:
Eligible expenditures under a R&D contract incurred in the current tax year
Eligible expendituras not under a R&D contract incurred in the current tax year

Summary of total eligible expenditures incurred in the current tax year
{amount a plus amount by

30,000 m

30,000, A

30,000 B

{amount B cannot exceed amount A)

1. Amount on line 121

( $19,000 + $9,500 X 20% ) + ( $1,000 + $500

15%

)

= 55,925

r Part 2 — Total credit available and credit available for carryforward

Credit atthe end of the previous taxyear .. .. .. ... .. '
Deduct:
Credit expired*

Credit atthe beginning of the tax year (amount cminus amountd) ... .. ... .. .. .. m

Plus:
Credit transferred on an amalgamation or the windup of a subsidiary

Repayments** 0 x 209% =

Credit earned in the current year:

Credit allocated to the corporation that is a member of a partnership

Credit allocated to the corporation that is a beneficiary under a trust

Deduct:

Creditrenounced ... m

Total credit earned in the current year (amount h minus amount i)

Line 106 in Part 1 30,000, * 209% = 121 e

0D
0DE

5,925 F

Total credit available for the current year (total of amounts C to F)

5,925 ¢

2. Amount on line 205

( $19,000 X 20% ) + ( $1,000 X 15% ) =$3,950

3. Amount on line 215

( $9,500 X 10% ) + ( $500 X 7.5% ) =$988

- Part 5 — Refundable Manitoba R&D tax credit

Current-year refundable credit earned:

Line 108 in Part 1 20,000 x 20% =

Line 116 in Part 1 10,000 x 10 % =

Refundable credit allocated to the corporation thatis a member of a partnership®

Refundable credit allocated to the corporation thatis a beneficiary under a trusf*

Current-year refundable credit earned (total of amounts m to p)

4,938

4,938 4

Total credit available for the current year (amount G from Part 2)

5,925 q

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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British Columbia

Troubleshooting T22016-023

Schedule 427, British Columbia Corporation Tax Calculation (Jump Code: 427) -
Reduction in the lower rate of tax for taxation years ending after March 31, 2017

| Download the client filter and diagnostic template I

Problem:

In its 2017 Budget and Bill 8, tabled on February 21, 2017, the British Columbia government announced that
corporations’ lower rate of tax would be decreased from 2.5% to 2% for corporations with a taxation year
ending after March 31, 2017. Presently, Corporate Taxprep does not take this change into account.

Solution:

If the corporation has a taxation year ending after March 31, 2017, has a permanent establishment in British
Columbia, and has income subject to lower rate of tax, enter the result of the following calculation, using
an override, on line J of Schedule 427:

( Number of daysin X 2.5% + Number of daysinthe X 2% ) X Amount H

the taxation year taxation year after
before April 1, 2017 March 31, 2017
Number of days in Number of days in the
the taxation year taxation year
Example:

The following calculation must be done for a corporation whose taxation year begins on May 1, 2016, and
ends on April 30, 2017, and whose income subject to lower rate of tax is $100,000:

( 335days X 2.5% + 30days X 2% )X 100,0008 = $2,459
365 days 365 days

~ Part 2 — British Columbia tax before credits

British Columbia tax at the lower rate:
Amount H 100,000 X 25 0D = e e e J
e ————
British Columbia tax at the higher rate:

Amount | 0 X 11% =

British Columbia tax before credits* (amount J plus amount K)

* |f the corporation has a permanent establishment in more than one jurisdiction or is claiming a British Columbia tax credit, enter amount L on line 240
of Schedule 5. Otherwise, enter it on line 760 of the T2 return.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-020

Schedule 429, British Columbia Interactive Digital Media Tax Credit (Jump Code: 429) -
Incorrect calculation of the tax credit when the corporation is an eligible business
corporation registered under Part 2 of the Small Business Venture Capital Act and its
taxation year ends after February 21, 2017

[ Download the client filter and diagnostic template ]

Problem:

In its 2017 budget and its Bill 8, tabled on February 21, 2017, the Government of British Columbia

announced modifications to the eligibility criteria for the British Columbia interactive digital media tax
credit. Under these modifications, an eligible business corporation registered under Part 2 of the Small
Business Venture Capital Act whose taxation year ends after February 21, 2017, is now eligible for the

British Columbia interactive digital media tax credit.

Currently, Corporate Taxprep does not take this modification into account. Therefore, the tax credit is not
calculated on line D of Schedule 429 when the following conditions are met:

The answer on line 345 is “Yes”;

The answer on the other lines of Part 3 is “No”;

The answer on line 210 is “Yes”;

The amount entered on line 400 is greater than $100,000;
The taxation year ends after February 21, 2017.

r Part 2 — Registration

Has the corporation applied to the British Columbia Ministry of Finance for a registered number for the purpose of

Enter amount D on line 680 of Schedule 5, Tax Calculation Supplementary — Corporations.

claiming a British Columbia interactive digital media tax credit? . ... m 1Yes 2 Mo l:‘
Ifyou answered yes to the question atline 210, please provide the registration number . m 123456
If you do not register the corporation, you are not eligible for the BCIDMTC.
- Part 3 — Eligibility
1. Has the corporation claimed a British Columbia scientific research and experimental development tax credit for

ELANYEAI? m 1Yes |:| 2No
WWas the corporation at any time in the tax year,
2. exemptfrom tax under section 27 of the income Tax Act(British Columbia)? ... .. ... . ... ... ... 1Yes D 2No
3. exemptiiom taxunder Partl ofthe income Tax Act(federal A7 ... B aves[ ] 2mo
4. aprescribed labour-sponsored venture capital corporation for the purpose of section 127 4 of the federal Act? ... .. .. m 1Yes |:| 2MNo
5. acorporation thathas an employee share ownership plan registered under section 2 of the Employee Investment Act? . m 1Yes |:| 2MNo
6. registered as an employee venture capital corporation under section 8 ofthe Employee investment Act? .. ... .. ... E 1Yes |:| 2 Mo
7. asmall business venture capital corporation registered under section 3 of the Small Business Venture Capital Act? - m 1Yes |:| 2Mo
2. an eligible business corporation registered under Part 2 of the Small Business Venture Capital Act? .. .. ... .. ___. 1Yes 2 Mo |:|
9. controlled directly orindirectly in any way by one or more corporations describedin questions 2t08? .. ... . ... .. @ 1Yes I:‘ 2Mo
10. a personal senices business as defined in subsection 125(7) of the federal Act? . ... ... ... . ... . ... .. @ 1Yes |:| 2 Mo
If you answered yes to any ofthe above questions, you are not eligible for the BCIDMTC.
~ Part 5 — British Columbia interactive digital media tax credit calculation
British Columbia interactive digital media tax credit: amount C from Part 4 200000 x 175% = __ ... 0p

Solution:

When the conditions listed above are met for a corporation, multiply the net eligible salary and wages
(line C) by the applicable tax credit rate, and enter the result on line D, using an override.
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Part 5 — British Columbia interactive digital media tax credit calculation

British Columbia interactive digital media tax credit: amount C from Part 4 200,000 x 175% = ... 35,000 p

Enter amount D on line 620 of Schedule 5, Tax Calculation Supplementary — Corporations.

This measure will be integrated into Corporate Taxprep 2017 v.1.0.

Also note that other definitions relating to this tax credit have been modified, but they have no impact on
Corporate Taxprep calculations. For more information, consult the British Columbia’s Budget 2017 and Bill 8
(sections 32 to 34), tabled on February 21, 2017.

Troubleshooting T22016-019

Schedule 427, British Columbia Corporation Tax Calculation (Jump Code: 427) - The
percentage of reduction for credit unions deduction used in the calculation of the
income eligible for lower tax rate maintained at 80% for taxation years ending after
2016

[ Download the client filter and diagnostic template ]

Problem:

In its 2017 budget and its Bill 8, tabled on February 21, 2017, the Government of British Columbia
announced that it was temporarily suspending the phasing out of the credit unions deduction for taxation
years ending after 2016. This change means that, for a taxation year ending after December 31, 2016, credit
unions must continue using the 80% rate for the reduction of this deduction. Currently, Corporate Taxprep
does not take this change into account.

Solution:

If the corporation has a taxation year ending after December 31, 2016, a permanent establishment in British
Columbia and is entitled to the credit unions deduction in British Columbia calculated on line 3 of

Schedule 427, proceed as described below to correctly calculate the income eligible for the British Columbia
lower tax rate:

Access the Table of Rates and Values Used in the Return (Jump Code: RTS) and, in subsection "Adjustment
rate for determining the additional credit amount for credit union” in Section "Schedules 307, 322, 341, 346,
366, 383, 411, 427, 443, 461, 481 - Corporation tax calculation”, enter a rate of 80%, using an override, for
the taxation year beginning on January 1, 2017 (2017-01-01):

Adjustment rate for determining the additional credit amount for credit union

Taxation year Days in the taxation year
2013-01-01 0 100 %
2016-01-01 335 B0 %
2017-01-01 31 m b
2018-01-01 0 40 %
2015-01-01 1} 20 %
2020-01-01 0 0%

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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New Brunswick

Troubleshooting T22016-022

Schedule 366, New Brunswick Corporation Tax Calculation (Jump Code: 366) -
Reduction in the lower rate of tax for taxation years ending after March 31, 2017

| Download the client filter and diagnostic template I

Problem:

In its February 7, 2017 Budget, the New Brunswick government announced that corporations’ lower rate of
tax would be decreased from 3.5% to 3% for corporations with a taxation year ending after March 31, 2017.
Presently, Corporate Taxprep does not take this change into account.

Solution:

If the corporation has a taxation year ending after March 31, 2017, has a permanent establishment in New
Brunswick, and has income subject to lower rate of tax, proceed as described below to use the correct tax
rate.

Access the Table of Rates and Values Used in the Return (Jump Code: RTS) and, in subsection “New
Brunswick - Schedule 366” of the “Schedules 307, 322, 341, 346, 366, 383, 411, 427, 443, 461, 481 -
Corporation tax calculation” section, enter the result of the following calculation, using an override, in the
Lower rate column for the taxation year ending on April 1, 2016 (2016-04-01):

Number of days in the taxation year after X 3.5% + Number of days in the taxation X 3%

March 31, 2016, and before April 1, 2017 year after March 31, 2017
Number of days in the taxation year Number of days in the taxation
year
Example:

The following calculation must be done for a corporation whose taxation year begins on May 1, 2016, and
ends on April 30, 2017:

335 days X 3.5% + 30 days X 3% = 3.4589%
365 days 365 days

[Hew Brunswick — Schedule 266

Taxation year Days in the taxation year Amount Higher rate Lower rate
2003-01-01 0 400,000 13.0000 % 3.0000 %
2004-07-01 0 425,000 13.0000 % 2.5000 %
2005-07-01 0 450,000 13.0000 % 2.0000 %
2006-07-01 0 475,000 13.0000 % 1.5000 %
2007-01-01 0 400,000 13.0000 % 5.0000 %
2009-01-01 0 500,000 13.0000 % 5.0000 %
2009-07-01 0 500,000 12.0000 % 5.0000 %
2010-07-01 0 500,000 11.0000 % 5.0000 %
2011-07-01 0 500,000 10.0000 % 5.0000 %
2012-01-01 0 500,000 10.0000 % 4.5000 %
2013-07-01 0 500,000 12.0000 % 4.5000 %
2015-01-01 0 500,000 12.0000 % 40000 %
2016-04-01 365 500,000 14.0000% {_  3.4589)%

Rate used for the calculstions in S sles 18 and 215 14.00000 %

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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Troubleshooting T22016-039

Schedule 346, Nova Scotia Corporation Tax Calculation (Jump Code: 346) - Increase in
the small business threshold effective January 1, 2017

[ Download the client filter and diagnostic template ]

Problem:

In its budget tabled on April 27, 2017, the government of Nova Scotia announced that the small business
threshold would be revised upward with retroactive effect to January 1, 2017, to be increased from
$350,000 to $500,000. Currently, Corporate Taxprep does not take this change into account.

Solution:

If the corporation has a taxation year ending after December 31, 2016, a permanent establishment in Nova
Scotia and is entitled to the small business deduction, proceed as described below to use the correct small
business threshold.

Access the Table of Rates and Values Used in the Return (Jump Code: RTS) and, in the “Nova Scotia and its
offshore area - Schedules 341 and 346” subsection of the “Schedules 307, 322, 341, 346, 366, 383, 411, 427,
443, 461, 481 - Corporation tax calculation” section, enter the result of the following calculation, using an
override, in the column Amount for the taxation year ending on or after January 1, 2014 (2014-01-01):

Number of days in the Number of days in the
taxation year before taxation year after
January 1, 2017 December 31, 2016
$350,000 X + $500,000 X
Number of days in the Number of days in the
taxation year taxation year

Example:

The following calculation must be performed for a corporation whose taxation year starts on April 1, 2016,
and ends on March 31, 2017:

275 days 90 days
$350,000 X —MMM  + $500,000 X ——— = $386,986
365 days 365 days
Nova 5Scotia and its offshore area — Schedules 341 and 346 Corporate tax
reduction for new
Taxation year Days in the taxation year Amount Higher rate Lower rate small businezses
2003-01-01 i} 225,000 16.0000 % 5.0000 %
2004-01-01 0 250,000 16.0000 % 5.0000 %
2005-01-01 a 300,000 16.0000 % 5.0000 %
2005-04-01 0 350,000 16.0000 % 5.0000 %
2006-04-01 a 400,000 16.0000 % 5.0000 % 5.0000 %
2011-01-01 0 400,000 16.0000 % 4.5000 % 4.5000 %
2012-01-01 a 400,000 16.0000 % 4.0000 % 4.0000 %
2013-01-01 0 16.0000 % 3.5000 % 3.5000 %
2014-01-01 363 C 386,986 16.0000 % 3.0000 % 3.0000 %
Rate used for the calculations in Schedules 18 and 215 T 16.00000 %

This measure will be integrated into Corporate Taxprep 2017 v.1.0.
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