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The School of Management does not condone academic fraud, an act by a student that may result in a false 
academic evaluation of that student or of another student. Without limiting the generality of this definition, 
academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind, 
use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the 
contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, 
pagers, cell phones, or any other communication deviCe which has not been previously authorized in writing. 

Statement to be signed by the student: 
I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic 
fraud in this examination. 

Signed:<C?& 2 i!llj}') 

Note: an examination copy or booklet without that signed statement will not be graded and will receive a final 
exam grade of zero. 



Question #1: Employment Income (17 Marks) 

Ms. Dombek is a sales representative located in downtown Toronto for a large corporation listed on a 
Canadian stock exchange. Her gross salary for the year ending December 31,2010 is $35,000. In 
addition, she earned commissions of $163,500, of which $150,000 was paid before January 1, 2011. 
For the 2010 taxation year, Ms. Dombek's employer withheld the following amounts from her 
income: 

CPP Premiums 
EI Premiums 

$2,163 
747 

Ms. Dombek's employer made a $5,500 matching contribution to her registered pension. 

Other Information: 

~ Since the time she was hired, Ms. Dombek had either walked or used taxis to meet her clients in 
downtown Toronto. The company reimbursed her the cost of using taxis. Lately, however, Ms. 
Dombek's sales territory has been expanding and the use_,ofJ~xis was no longer economical or 
efficient. As a result, the company provided Ms. Dombeic'wtth a new company-owned vehicle. 
They acquired a BMW at a cost of $65:ooo for Ms. Dombek's business use. The car has been 
available to her since July 1, 2010, and she has driven it .a total of 118,000 kilometers. Of this 
total, 3,900 kilometers were for personal use. Ms. Dombek reimbursed her employer $1,500 for 
her personal use of the automobile; 

)!. On April1, 2010, Ms. Dombek received a $150,000 loan from her employer. The loan requires 
annual -interest payments at a rate of 2% but Ms. Dombek won't pay the interest for 2010 until 
January 30, 2011. The prescribed rates for 2010 were as follows: 

1st quarter 
2nd quarter 
3rd quarter 
4th quarter 

90 days 
91 days 
92 days 
92 days 

4% 
5% 
6% 
6% 

The anticipated prescribed. rate for the first quarter of2011 (90 days) will be 7%. 

/In 2007, Ms. Dombek was given options to buy 5000 shares of her employer's stock at a 'price of 
$20 per share. At the time the options were issued, the shares had a fair market value of $18 per 
share. On June 1, 2010, when the shares had a fair market value of $30 per share, Ms. Dombek 
exercised her option and purchased 500 shares .. In July, Ms. Dombek also purchased another 500 
shares of her employer's stock at a price of $31 per share through her broker. By December 31, 
the company's shares had increased in value to $35 per share. 

I During the year, Ms. Dombek traveled extensively on business. Her travel costs inciuded $5,650 
for air fares, $4,880 in travel lodging, and $2,500 in meals. Her employer reimbursed her fully 
for these costs on presentation of the receipts. 

' 5 ·'' ::a ,; ~t the office Christ~as part~, everyone inclu~ing Ms. Dombek received a $150 bottle of 
r champagne as a Chnstmas gtft. At the same hme, Ms . Dombek was lauded as the company's 
1 best sales representative. She received a large trophy valued at$350 as an award for her sales 
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accomplishments during 2010 along with a cash prize of $2,500 .. She also received a $250 watch 
in recognition of her years of service. In addition, throughout the year she received a $100 
picture for her 40th birthday and a $40 turkey for Thanksgiving. 

Required: 

Calculate Ms. Dombek's minimum net employment income for the year ending December 31,2010. 

Show all your calculations and explain why any amounts were excluded to obtain full marks! 
Round to the nearest dollar. 
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Solution to Question #1: 
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Question# 2: Capital Cost Allowance and Cumulative Eligible Capital (20 Marks) 

Custom Productions Ltd. (CPL) was incorporated on August 1, 2007 at a~G-and selected 
a December 31st year end. The company produced custom pre-manufactured woodwork which their 
carpenters install in new, high-end homes. On August 1, 2007, CPL purchased a variety of 
equipment and office furniture for a total $250,000 (Class 8, 20% ). All of these assets will be pooled 
into one class. Business was successful right from the start, and CPL's net income for the 153 days 
of operation during 2007 was $237,324. 

Business was booming and therefore in 2008, CPL purchased a competitor, paying a total of 
$256,000 of which $90,000 was for goodwill. 

In 2010, Custom Productions Ltd. sold the business it had acquired in 2008, and the sale price 
included $112,200 for the goodwill. On December 31, 2010, CPL also sold the equipment it 
purchased in 2007 for $82,600. New equipment was arriving on January 3, 2011. 

Custom Productions Ltd. has a company policy of taking the maximum deductions permitted under 
tax law. 

Required: 

Identify any and all tax consequences CPL will incur on all its assets (tangible and intangible) from 
the year of purchase to the year of disposition. 
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Solution to Question #2: 
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Solution to Question #2 Continued: 

d00~ . 
Ct~ss 8 U ,(..(. . (z.z.:i,ooo - 4S,ooo) 

CC..A. o"' &. !-.I~~ S (l~,oo D x . 2-) 

2oto 

Ct-C u.c.c. ( (o 1,5oo- YJ-d5) 

Cc A <5'(\ C .£.C. ( 6 ~ .Tt5 l( ,Ot) 

.'. \\u- to b~Q CL A tc.. \U..v"- ~.t'- ~ o o'1 
L-)1' \t b~ ', (3b,OOO t- Y ,31i5') 

·a~.·1A 8 cG.At>~·~: · 
~ ~- be.- -Lk ~ ~m _u\ d:k 
Q·~UU.At\.f : \\...tz. Co ~~ .\o. )<A.-V\ D u..J· c{ 
cl(t..~~~· B (A~~~~:. 

Co '>.-\ o f ' Co.P(-t-~ ':}SD.OCO 
' r~"O cc..e d ~ 0 f c\. ; ~ ,-;:>~S ' 1 • I)V'I B L, bOO 

Ll.C...C,., C.l~S~ 8 ( {£)0,000- ~0,D00) 
tc:ss ·. p.-oc-eeds o.f cllspo~~~,·on 

T ~v '(Y\ i V'\ ~ .1. o s s ( (J 6--¥~ S) 0 

CuVVtv.-lc!.H"e..- e..\(~c..b\1!!- c_c-f~c.JJ .: 0\<Seo-s.tSl . 

U.C..C. . ((c2,1:t5- '-1,~'15) 5S,~So 

Ot::...ducl pr-oc"t"ec\s e>~c\\s\='os tt\o.-. r':\ 
( "\ ('64,. \~D)LV 
li~ 12-00'~<,1SJ J 

~u;l~-~ bCA\ttV\Ce (d-~,11-0) 
S t"'t.e. 't:~.re.. (s o.... (\esc..-\-'"e. bc..lc..l"\<.:e. ~ we.. 

c\\"\~:e -tklo~s i ·rd.o ~ P"'"+s 1~\ we .._.;tt do o.... 
recc,....p·h .... ,.re oP -lk U~ -lc...'lt:~n 0 -C-\, ~.h.\ch 
w '- l \ c.. YVl ou 1\-t -l.o ·. 

toe 'o" 

3<.:, .oooei> 

\ Ylf, 000 

82.., ba o (1) 

b\, 4-CO 

( l4 ;i 2.5 -+ l4 \3 ct s ) ~ q \ l 20 (_i) 

The.. 'reSt o-f -tk SLXI'Y\ c~s,:t=ID -qlg.Q\ tttlo bSO wl\1 'oe 1t } I 

rA\.J,\·hp\\ec\ b<j (2-/3" \~,b~o)-= \1)\()0 Q) 

< ____ _j;~~f~~ >1o n 

7 



Question 3: Residency 

For each of the following cases state the taxpayer's 2010 residency status for Canadian tax purposes 
and, if a change in status occurs, the date the change becomes effective. 

a) Robin Scherbatsky is a Canadian citizen. She had spent the past 5 years working and living in 
New York City. She returns to Toronto to become the anchor on CTV News Toronto. She 
moves back to Canada July 5, 2010 and starts her new job on August 1, 2010. 

5 he w o vJd.. b e... Co " ~ i ck ' e. d.. CA r c s ; J e n-t of' c..o. V\ o. o\ o.. ~ . 
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b) Lt. Pete Mitchell is a member of the Canadian Armed Forces posted in Afghanistan 
throughout 2010. As he is single with few ties to Canada, he may decide to teach flight 
school in Europe after his posting. Prior to his posting overseas he~as based in Edmonton, 
Alberta. tJ::;_) v 

Pek [Vli-\c~e.-\1 is sb\\ cansic\.-recA o. reside-n-t (dc-t:Vi"ed) L.n 

2010. 

c) Dunder Miffin Paper Company was incorporated inCanada in 1962. The company operated 
in Victoria, BC untill980 when they shut down the facility and relocated to Scranton, 
Pennsylvania. All operations and management have been in Scranton ever since. 
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d) Wayne Gretzky was named Canadian Ambassador to the United States effective July 1, 
2010. Mr. Gretzky has been a non-resident of Canada since leaving for Los Angeles in 1988. 
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