
CANADA INCOME TAX ACT 

Article 149 

(10) Where, at any time (in this subsection referred to as "that time"), a corporation 
becomes or ceases to be exempt from tax under this Part on its taxable income otherwise 
than by reason of paragraph 149(1)(t), the following rules apply: 

(a) the taxation year of the corporation that would otherwise have included that time is 
deemed to have ended immediately before that time, a new taxation year of the corporation 
is deemed to have begun at that time and, for the purpose of determining the taxpayer's 
fiscal period after that time, the taxpayer is deemed not to have established a fiscal period 
before that time; 

(a.1) for the purpose of computing the corporation's income for its first taxation year ending 
after that time, the corporation shall be deemed to have deducted under sections 20, 138 
and 140 in computing its income for its taxation year ending immediately before that time, 
the greatest amount that could have been claimed or deducted for that year as a reserve 
under those sections; 

(b) the corporation is deemed to have disposed, at the time (in this subsection referred to as 
the "disposition time") that is immediately before the time that is immediately before that 
time, of each property that was owned by it immediately before that time for an amount 
equal to its fair market value at that time and to have reacquired the property at that time at 
a cost equal to that fair market value; 

(c) for the purposes of applying sections 37, 65 to 66.4, 66.7, 111 and 126, subsections 
127(5) to 127(26) and section 127.3 to the corporation, the corporation is deemed to be a 
new corporation the first taxation year of which began at that time; and 

(d) where, immediately before the disposition time, the corporation's cumulative eligible 
capital in respect of a business exceeds the total of 

(i) 3/4 of the fair market value of the eligible capital property in respect of the business, and 

(ii) the amount otherwise deducted under paragraph 20(1)(b) in computing the corporation's 
income from the business for the taxation year that ended immediately before that time, 

the excess shall be deducted under paragraph 20(1)(b) in computing the corporation's 
income from the business for the taxation year that ended immediately before that time. 

Article 149(1)(t) 

(1) No tax is payable under this Part on the taxable income of a person for a period when 
that person was 



(t) an insurer that, throughout the period, is not engaged in any business other than 
insurance if, in the opinion of the Minister, on the advice of the Superintendent of Financial 
Institutions or of the superintendent of insurance of the province under the laws of which 
the insurer is incorporated, not less than 20% of the total of the gross premium income (net 
of reinsurance ceded) earned in the period by the insurer and, where the insurer is not a 
prescribed insurer, by all other insurers that 

(i) are specified shareholders of the insurer, 

(ii) are related to the insurer, or 

(iii) where the insurer is a mutual corporation, are part of a group that controls, directly or 
indirectly in any manner whatever, or are controlled, directly or indirectly in any manner 
whatever by, the insurer, 

is in respect of insurance of property used in farming or fishing or residences of farmers or 
fishermen; 

 


