CANADIAN CONTROLLED CORPORATIONS

The following is a detailed guideline of various types of Canadian-controlled Corporations Shares as “Qualified Investments” permitted in RSPs as defined under the Income Tax Act (Canada) (ITA).  This section includes a Canadian controlled private corporation (subsection 125(7) of the ITA), a small business corporation (subsection 248(1) of the ITA), a specified cooperative corporation (Regulation 4901(2) of the ITA), and a prescribed venture capital corporation (Regulation 6700 of the ITA).

1.
Qualifying Procedures

The purchase of shares of a private corporation is not permitted in locked-in accounts or RIF accounts.

In order to establish if a private corporation qualifies as an RRSP investment, the following information must be provided:

i)
Investment Instructions for Securities of Private Issuers

ii)
Opinion Letter must be current, original and addressed to CWT from an independent recognizable CA or law firm stating the following three pertinent points:

a.)
the investment is RSP eligible

b.)
qualifies under ITA subsection 4900 (XX) (X)  (full regulation must be quoted)

c.)
current price (must be obtained from an external CA firm.  If a law firm prepares the opinion letter, it may cover the first two points; however, the third point must be obtained from an external CA firm)
iii) Share Certificate or Confirmation of Ownership from Corporation

The annuitant must provide an Opinion Letter on an annual basis in order to facilitate further transactions and asset pricing.

2.
Small Business Investment

For small business shares to be a qualified investment for an annuitant, the annuitant cannot be a “connected shareholder” or “designated shareholder”.  Generally, the annuitant cannot hold 10% or more of any class of shares of the corporation or any related corporation (and any shares held by a relative of the annuitant, or through a partnership of trust, are considered held by the annuitant).  Where an annuitant holds warrants, the warrants, if exercised, could result in the annuitant holding more that 10%; therefore, the warrants (or units consisting of shares and warrants) cannot qualify.  The test for qualified small business corporations is typically met by the shares being “small business corporation” shares at the time the shares are acquired by the RSP.  Where the shares are warrants, this part of the test would not be a one-time test, but rather a continuous test as the warrants could be exercised at any time.

3. Shares with No Value

Due to the speculative nature of the investment, it is possible that shares in a private corporation may be deemed to be worthless at some later date.

Before the asset can be removed from the account as a worthless asset, the following must be in the Annuitant’s file:

a) 2 pieces of correspondence to the last known address returned by Canada Post marked “Returned - Address Unknown”

b) results of a Company search

c) business valuation of the company from an independent third party (e.g.  chartered business valuators)

d) Indemnity Agreement regarding Canadian Controlled Corporation Shares completed by the Annuitant

Once all the above documents are in place and all efforts to locate the company and to determine a market value for the asset have been made, the asset may be removed from the Plan.  It is necessary to issue a T4RSP/T4RIF supplementary slip to the Annuitant, showing $0.00 value in the “Withdrawal or commutation payments” (T4RSP) or “Taxable amounts” (T4RIF) box.  A notation of “xxx shares of ABC Company withdrawn from Plan – deemed to have no value”.

4.
Canadian Corporation

As a general rule, shares of a “Canadian Corporation” are defined as a corporation that is incorporated and resident in Canada.  As a general rule, shares of a “Canadian Corporation” are foreign property where the shares derive their value, directly or indirectly, primarily (i.e. more than 50%) from foreign property.

There are four general exceptions:

i)
The corporation and its affiliates have more than $50MM of assets used in carrying on an active business in Canada.

ii)
The total value of assets of the corporation and any corporations it controls, used in carrying on an active business in Canada, exceeds 50% of the value of the corporation’s property.

iii)
The corporation has sufficient Canadian activity; therefore, the corporation must maintain an office in Canada and must meet certain employment-related tests:

a)
the corporation, or another corporation controlled by the corporation, employs, full time, more than 5 individuals in Canada (who are primarily involved with "investment activity" or with a business carried on as a minority partner through a partnership), or

b)
the corporation, or another corporation controlled by the corporation, expensed, in a calendar year, more than $250,000 for the services of employees or other individuals (other than for investment activity) rendered in Canada.

iv)
All or substantially all (i.e. 90% or more) of the corporation's property is not foreign property.

5.
Connected Shareholder – Reg. 4901(2)
A connected shareholder of a corporation at any time is a person (other than an exempt person in respect of the corporation) who owns, directly or indirectly, at that time, not less than 10% of the issued shares of any class of the capital stock of the corporation or of any other corporation that is related to the corporation and, for the purposes of this definition,

(a)  paragraphs (a) to (e) of the definition “specified shareholder” in subsection 248(1) of the Act apply, and

(b)  an exempt person in respect of a corporation is a person who deals at arm’s length with the corporation where the total of all amounts, each of which is the cost amount of any share of the capital stock of the corporation, or of any other corporation that is related to it, that the person owns or is deemed to own for the purposes of the definition “specified shareholder” in subsection 248(1) of the Act, is less that $25,000.

6.
Designated Shareholder – Reg. 4901(2)

A designated shareholder of a corporation at any time means a taxpayer who, at that time

(a)
is, or is related to, a person (other than an exempt person) who owns directly or indirectly, not less than 10% of the issued shares of any class of the capital stock of a corporation or of any other corporation that is related to the corporation and, for the purposes of this definition,

(i) paragraphs (a) to (e) of the definition “specified shareholder” in subsection 248(1) of the Act apply

(ii) an exempt person in respect to a corporation is a person who deals at arms length with the corporation where the total of all amounts, each of which is the cost amount of any share of the capital stock of the corporation that is related to it, that the person owns or is deemed to own for the purposes of the definition “specified shareholder” in subsection 248(1) of the Act, is less than $25,000

(b)
is or is related to a member of a partnership that controls the corporation

(c)
is or is related to a beneficiary under a trust that controls the corporation

(d)
is or is related to an employee of the corporation or of a corporation related thereto, where any group of employees of the corporation or of the corporation related thereto, as the case may be, controls the corporation, except where the group of employee includes a person or a related group that controls the corporation, or,

(e)
does not deal at arms length with the corporation

7. 
Specified Shareholder – Sec 248(1)

A specified shareholder of a corporation in a taxation year means a taxpayer who owns, directly or indirectly, at any time in the year, not less that 10% of the issued shares of any class of the capital stock of the corporation or of any other corporation that is related to the corporation and, for the purposes of this definition,

(a) a taxpayer shall be deemed to own each share of the capital stock of a corporation owned at that time by a person with whom the taxpayer does not deal at arm’s length,

(b) each beneficiary of a trust shall be deemed to own that proportion of all such shares owned by the trust at that time that the fair market value at that time of the beneficial interest of the beneficiary in the trust is of the fair market value at that time of all beneficial interests in the trust,

(c) each member of a partnership shall be deemed to own that proportion of all the shares of any class of the capital stock of a corporation that are property of the partnership at that time that the fair market value at that time of the member’s interest in the partnership is of the fair market value at that time of the interests of all members in the partnership,

(d) an individual who performs services on behalf of a corporation that would be carrying on a personal services business if the individual or any person related to the individual were at that time a specified shareholder of the corporation shall be deemed to be a specified shareholder of the corporation at that time if the individual, or any person or partnership with whom the individual does not deal at arm’s length, is, or by virtue of any arrangement may become, entitled, directly or indirectly, to not less than 10% of the assets or the shares of any class of the capital stock of the corporation or any corporation related thereto, and

(e) notwithstanding paragraph (b), where a beneficiary’s share of the income or capital of the trust depends on the exercise by any person of, or the failure by any person to exercise, any discretionary power, the beneficiary shall be deemed to own each share of the capital stock of a corporation owned at that time by the trust.

Investment Instructions for Securities of Private Issuers

________________________________________________________________________________________________






  (the “Annuitant”)
(Name)






(Address)

Annuitant’s Registered Retirement Savings Plan (“RRSP”) Account #: __________________________  (the “Plan”)

Description of Securities

Name of Company:
______________________________________________________________ (the “Issuer”)

Number of Shares:
____________________________

Price Per Share:
____________________________

Total Value:
____________________________  (Number of Shares X Price Per Share)

________________________________________________________________________________________________

A. PURCHASES (please complete the following)

To:
_____________________________________ (“_____”) and Canadian Western Trust (“CWT”)

1.
The Annuitant hereby directs ________ to pay the sum of $

___________________ out of the Annuitant’s Plan for the purpose of purchasing within the Plan ______________________________ [describe securities and the number of securities] of the Issuer (the “Private Issuer Securities”) and to remit that amount to _____________________________________, the receipt therefor will be a full and final discharge to you of the instructions contained in this document.

2. For valuable consideration, namely, the continuation of ________ acting as the Annuitant’s RRSP administrator under the Plan and CWT acting as the Annuitant’s RRSP Trustee of the Plan, the Annuitant hereby represents and warrants to and covenants with _____ and CWT as follows:

(a) the Annuitant acknowledges that CWT’s sole role in the purchase of the Private Issuer Securities is to act as custodian for such securities and to provide custodial services to the Annuitant with respect to the Plan;

(b)
the Annuitant acknowledges that CWT is not in the business of providing investment advice or direction with respect to the purchase of any security and has undertaken no due diligence and made no determination whatsoever as to whether the Private Issuer Securities are qualified as an investment for registered plans under applicable Canadian income tax legislation or is a suitable investment for the Annuitant, such matters being the responsibility of the Annuitant, the Annuitant’s registered dealer or adviser (as the case may be) and the Annuitant’s other professional advisers;

(c) the Annuitant acknowledges that the Annuitant is aware that the purchase of the Private Issuer Securities may be a high risk investment and that the Annuitant is also aware that in directing ______ to purchase the Private Issuer Securities on the Annuitant’s behalf, the Annuitant is put at risk of losing all of the money invested in such purchase;

(d)
the Annuitant agrees to provide such documentation respecting the purchase of the Private Issuer Securities and in particular, documentation intended to evidence compliance by the issuer of the Private Issuer Securities or any agent of such issuer with applicable securities legislation and policy in issuing the Private Issuer Securities, as _______ and/or CWT may reasonably require;

(e)
the Private Issuer Securities are eligible for purchase by the Plan under applicable Canadian income tax legislation;

(f)
the purchase price of the Private Issuer Securities as set out above represents the fair market value of the Private Issuer Securities at the time of purchase;

(g)
the Annuitant has taken all steps which the Annuitant and/or the Annuitant’s advisers deem necessary or advisable to ensure that the Private Issuer Securities have been validly created and once paid for will be issued as fully paid and non-assessable; and

(h) the Annuitant will provide _______ as administrator of the Plan on an annual basis with such documents as ______ and/or CWT may require regarding the continued qualification of the Private Issuer Securities as securities which may be purchased by the Plan under the provisions of the Income Tax Act (Canada).

3. The Private Issuer Securities fall into one or more of the following categories [please check as appropriate]:




4.
In the case of the purchase of securities of a private issuer or private company described in paragraph 3(c), the Annuitant has received the advice of a registered dealer or registered adviser (as those terms are defined in applicable securities legislation) registered with the 


 Securities Commission to trade in the Private Issuer Securities or to give advice with respect to their purchase, and is in no way relying upon CWT to give any advice with respect to the advisability of the purchase of such Private Issuer Securities.  [A REGISTERED REPRESENTATIVE EMPLOYED BY THE ANNUITANT’S REGISTERED DEALER OR REGISTERED ADVISER MUST EXECUTE THIS FORM ON PAGE 3]
5. The Annuitant authorizes ______ and CWT to act upon the instructions of the Annuitant’s registered dealer or registered adviser.  The Annuitant acknowledges that such parties are not agents of CWT, but are agents solely of the Annuitant.

6. The Annuitant hereby indemnifies and saves _____ and CWT harmless from and against any and all claims, costs, expenses, actions, penalties, fines, taxes, levies and any other loss of whatsoever nature incurred by any party resulting directly or indirectly from the purchase of the Private Issuer Securities by the Annuitant using assets taken from the Plan.

7. CWT is under no obligation now nor will it be in the future to supply any information which may be in CWT’s possession or which may come into its possession regarding the Private Issuer Securities.

8. The Annuitant understands that _______ will remit the funds as requested in this instruction form and that it is the responsibility of the Annuitant to ensure that the required certificate(s) is (are) delivered to _____ within 30 business days of the date _____ has received these instructions.  If the certificate(s) is (are) not delivered to _____ within such period the Annuitant agrees to remove the investment from the Plan. The Annuitant also understands that removing the investment from the Plan may have serious adverse tax consequences for which the Annuitant assumes sole responsibility.

	__________________________________________

Signature of Annuitant
	___________________________________________

Witness Signature

	__________________________________________

Date
	___________________________________________

Name of Witness

	
	___________________________________________


___________________________________________

Address of Witness


	__________________________________________
Name of Registered Dealer/Adviser
	__________________________________________
Name of Registered Representative

	__________________________________________

__________________________________________
Address of Registered Dealer/Adviser


	__________________________________________
Signature of Registered Representative

__________________________________________

	
	Date


B.
SWAPS IN, CONTRIBUTION IN KIND AND TRANSFERS IN (please check applicable box)

 FORMCHECKBOX 
 SWAP IN
 FORMCHECKBOX 
 CONTRIBUTION IN KIND
 FORMCHECKBOX 
 TRANSFER IN

1.
For valuable consideration, namely, the continuation of _____ acting as the Annuitant’s RRSP administrator under the Plan and CWT acting as the Annuitant’s RRSP Trustee under the Plan, the Annuitant hereby represents and warrants to and covenants with _____ and CWT as follows:

(a)
the Annuitant acknowledges that CWT’s sole role in the holding of the Private Issuer Securities is to act as custodian for such securities and to provide custodial services to the Annuitant with respect to the Plan;

(b) the Annuitant acknowledges that CWT is not in the business of providing investment advice or direction with respect to the purchase of any security and has undertaken no due diligence and made no determination whatsoever as to whether the Private Issuer Securities are qualified as an investment for registered plans under applicable Canadian income tax legislation or is a suitable investment for the Annuitant, such matters being the responsibility of the Annuitant, the Annuitant’s registered dealer or adviser (as the case may be) and the Annuitant’s other professional advisers;

(c) the Annuitant acknowledges that the Annuitant is aware that the Plan holding of the Private Issuer Securities may be a high risk investment;

(d)
the Annuitant agrees to provide such documentation respecting the Plan holding of the Private Issuer Securities and in particular, documentation intended to evidence compliance by the issuer of the Private Issuer Securities or any agent of such issuer with applicable securities legislation and policy in issuing the Private Issuer Securities, as ____ and/or CWT may reasonably require;

(e)
the Private Issuer Securities are eligible to be held by the Plan under applicable Canadian income tax legislation;

(f) the price of the Private Issuer Securities as set out above represents the fair market value of the Private Issuer Securities at the time of acquisition by the Plan; and

(g) the Annuitant will provide _____ as administrator of the Plan on an annual basis with such documents as _____ and/or CWT may require regarding the continued qualification of the Private Issuer Securities as securities which may be acquired by the Plan under the provisions of the Income Tax Act (Canada).

2.
The Private Issuer Securities fall into one or more of the following categories [please check as appropriate]:




The Annuitant authorizes _____ and/or CWT to act upon the instructions of the Annuitant’s below listed registered dealer or registered adviser [A REGISTERED REPRESENTATIVE EMPLOYED BY THE ANNUITANT’S REGISTERED DEALER OR REGISTERED ADVISER MUST EXECUTE THE FORM BELOW].

3. The Annuitant acknowledges that such parties are not agents of CWT, but are agents solely of the Annuitant.

4. The Annuitant hereby indemnifies and saves _____ and/or CWT harmless from and against any and all claims, costs, expenses, actions, penalties, fines, taxes, levies and any other loss of whatsoever nature incurred by any party resulting directly or indirectly from the plan holding the Private Issuer Securities the Plan.

5. CWT is under no obligation now nor will it be in the future to supply any information which may be in CWT’s possession or which may come into its possession regarding the Private Issuer Securities.

	__________________________________________

Signature of Annuitant
	___________________________________________

Witness Signature

	__________________________________________

Date
	___________________________________________

Name of Witness

	
	___________________________________________


___________________________________________

Address of Witness


	__________________________________________
Name of Registered Dealer/Adviser
	__________________________________________
Name of Registered Representative

	__________________________________________

__________________________________________
Address of Registered Dealer/Adviser


	__________________________________________
Signature of Registered Representative

__________________________________________

	
	Date


OPINION LETTER

Relating to a Self-Directed RRSP investment in a Canadian Controlled Private Corporation (“CCPC”) or prescribed Venture Capital Corporation (“VCC”).

For purposes of giving this opinion, the term “Accountant” shall have the following meaning: A Chartered Accountant or Certified General Accountant in public practice who is experienced in the valuation of CCPC’s and VCC’s and who is familiar with the relevant regulations under the Income Tax Act, Canada (the “Act”) relating to qualified investments for RRSPs, but excluding any person or firm who has a direct or indirect interest in the marketing or acquisition of the Purchased Shares.
TO: 
CANADIAN WESTERN TRUST and _____________________________________

RE: 
INVESTMENT BY CANADIAN WESTERN TRUST RRSP ACCOUNT HELD AT ____________________________________, ACCOUNT #__________ (the “Plan”) under which

___________________________________ is the annuitant (the “Annuitant”) in 



(Name of Annuitant)
___________________________ (the “Purchased Shares”) of _____________________________


(Class and Number of Shares)
     (Legal Name of Corporation)
(the “Corporation”) for a total  purchase price of  $________________________.

OPINION:  I am an “Accountant” as that term is above defined.  I have examined the financial statements and the affairs of the Corporation, along with a list of the shareholders of the Corporation and the relevant provisions of the Act together with such other information and documents as I consider necessary for the purposes of expressing the following opinion.

In my opinion:

1. At the time the Purchased Shares are acquired by the Plan they will:

(a) have a fair market value of $_____________ each; and

(b) constitute a qualified investment for the Plan under regulation 4900 (12) of the Act.

2. Immediately after the time the Purchased Shares are acquired by the Plan, the Annuitant will not be a connected shareholder of the Corporation as referred to in regulation 4900 (12) of the Act.

________________________________
_______________________
_________________

Name of Accountant (Please Print)

Signature of Accountant


 Date

________________________________
_____________________________________________

 Name of Accountant’s Firm

Phone Number

_________________________________________________________________________________

Address of Accountant’s Firm

