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Statement of Academic Integrity

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 thé
generality of this definition, academic frand occurs when a student cormmits any of the

following offences: plagiarisim 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 bave 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 o have committed or attempted to

i

commit academic fraud in .

Signed:__ —

\

£

Note: ant examination copy or booklet without that signed statement will not be graded and w 0

receive a final exam grade of zero.
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Question #1: Employment Income (18 Marks)

Sonia Jackson hagbeen employed in Halifax as a loan supervisor for East Coast Trust Inc. for the lust

three years. Because East

Coast.Trust was such a large company, pmployees worked-en specific
uties, and Sonia felt she had little Gipportunity to diversifyaiid use her 1 iy sKills:, Sonka tendered
’ her resignation from East Coast Trust cf_fgpt%ﬁxqé()/ 12 and on July1, 2012, Sonia began working
in Toronto for Beacon I?ilxaxlgiﬂi.S¢1'Vi'c?€s Lad., a CanadTan-controlled private company vecializing in
providing financiai s_gg;,micc’iﬂ""f“or retired executives. Sonia carned wan'f;_yal salary /o,[i)ﬁ'iOS,O()O at East
Coast Trust, bubtis salary at Beacon Financial is $90,000 annuall ‘.qufo\ifézwdgq‘i”ér1ia is positive she
can prove Kerself and earn promotions and raises shortly.
-
n April ?,012;‘"p’i‘i"c>‘r'tm--]mv.ing\_lj@;;st Coast Trust, Sonia exercised options to purchase 5,000 shares of
East Coast Trust at $15.00 per shareé. Atthe.time the option was-granted;the shares had a fair market
value of $11.50 per.share-and-ut e thile Somnia exerctsed-her options, the shares were valued at
$16.00 per shave. Sonia still owns these shares. .,

There is extensive travel involved with Sonia’s work with Beacon Financial. The company has
provided Ms. Jackson-with a $40,000 company car. Between July-1-t6 December 31, Sonia drove the

| vehicle a total of 25,000 ki]omé’t’E’i"’S‘;‘“ﬂ‘ﬂmtaml-&{')ﬁoﬁlﬁffl(;;mt‘.tc:rs were clearly related to her work: at
Beacon Financial. The operating-cosfs of the Girduring, this period were $5,000 and were paid for by
the company. Blggmme:"d'f"gxtmmive repairs resulting from é”":ﬁﬁnuﬁmmrm:ﬁ recall, the car had to be at
the dealershipy"s repair centre for the entire months of October angd November 2612.

P ‘ ) s
At the time of her mpve-to-Torofite, Beacon Financial Services provided Ms. Jackson with a

$200,000 Tterest-free Tdanamrerder (o purchase a personal residence in Toronto. While there was no
pension plan at East Coast Trust; there i3 dfiemt-Beacoy Firfhncial, My Tacksom eomribited $3,000 0
the-company’s-registered pemsion-plans--—..

The company sent Ms. Taekson (o au,i’g)p rtant confererice on Taxes and Retirement in Los Angeles in
October. She paid $1,125 for alifare’and $2,650 for accommodation. Senia also spent $600 for
meals and entertainment while she ne‘@‘aﬂmdnwith conference atlendees., Upon her return, Beacon
Financial Services 19)1 ursed Sonia for all the conlérence expenses,

M Jackstn was very successtal at Beacon Pinancial-Sesvices. Word spread about her
knowledgeable-and-earing servieeind she was able to attract several new clients, A% T Tesult Ms.
Jackson eamed’a $50,000 bonus from Beacon Financial Services; Balf paid in December 2012 and the
other halfdue-tm-Febrindy 2013, She alsowetia $300 gift certificate to Cuiter's REstamesit in Don
Mills, In December, Beacon Financial Services held a Christmas Office Party. The CEO dressed up
as.Santa and distributed-gifts to-all the employees, Ms, Jackson's gift was a Kobo Glo e-reader
vahued-at-$+50:00——~—""""

Because of her excellent performance, in September Beacon Financial Services offered Ms. Jackson
the option of acquiring 1,000 shares per year of Beacon Financial Services stock at $20 per share. At
the time, these shares bad a fair market value of $14 per share.On December 1%, when Beacon sharcs
were valued at $22 per share, Ms. Jackson cxereised her option and purchased 1,000 shares. She
plans to hold these shares for an indefinite period of time.



Question #1 Continued

During the year, Ms. Jackson earned ﬁlal 200 in inferest on cash investments and $2,300 in dividends
from stocks in whmh shu ]md uwmlcd
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Question #2: Short Answer Questions (2 Marks cach = 26 Total Marks)

Ms. Truesdale is appointed ambassador to Ieeland on March 17 2011, Itis an D u ‘p 'ﬂ ’{ _()‘f)K -,
indefinite posting. She had lived in Canada her entire life prior to the .}__.(.,\,.{..{'—w-‘e«{%’f-‘r:?)*"m Ve 9\
appointment, Ms. Truesdale sold her house in Canada and bought a new one in |\, /{ 4 ,T

Iceland. What is her 2012 residency status for Canadian tax purposes? [l abrpr

e - s L ﬁ(ﬂ" el
Dr. Ahmed Abbas is offered a prestigious research position at the University of | | 4 V’/ o
Ottawa. After much consideration, he decides to Jeave California and accepl Z N "“L ‘
the position, He moves to Ottawa effective September 1, 2012, Reluctant to D/ o /\ » } 9
change, e plans to stay in Ottawa only for the foreseeable future. What is his O o
2012 residency status for Canadian tax purposes? Se /; ! /ﬂ 7~ {)&""/ 17

. . . ) NS g ¢

Mr, El-Enza is a very successful realtor. Becausc of the recession, home 7L j o
builders have had great difficulty in selling their new homes. As a result they ! v D\

have offered a selection of numerous prizes (o realtors who sell one of the
builders homes. If Mr. El-Enza won a prize, would it be taxable?

Ms. McMillan has just received a $350,000 loan at 3.5% from her company for i {,))’ W \W,//J4 ;
the purpose of purchasing a new home. Bank rates for such a purpose are GOSN

5.79% and the prescribed rate is 3.0%. Caleulate Mrs. McMillan's imputed f, R4 f) }z()
interest benefit,

M. Tao received a stock option when he was hired in 2010, The option (07 Oﬁl‘” ¢

permits him to purchase up to 2,500 shares of company stock at $20 per share 7,50 NN,
v L R
‘ ¢ p

until December 31, 2015, At the time this benefit was pranted, the stock was ,
trading at $17 per share. In 2012, Mr. Tao exercised his option by purchasing |7 / Lon ke
1,500 shares for $20 when the stocks were trading at a FMV of $23.50. As a -~
result, Lie paid tax on the resulting stock option benefit of $5,250. He is now - o L/
considering selling those shares. What is the Adjusted Cost Base (ACB) of his ‘j’) !/ A O
1,500 shares in the company? ' ’

SR
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Mrs, Temple has been Canada's ambassador to Germany since 2005, before o L
which she spent five years as chief advisor (o Prime Minister Jean Chretien, o=@ {7
Her daughter, Sophie, was born in Germany on September 12, 2011, What is e 'ndli{fﬂ}‘ -

Sophie's restdence statusg? T RN Y
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Question

Answer

To be deemed a resident of Canada, an individual must sojourn in Canada for
at least what period of time?
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Mason was born and raised in Ontario. ¥ven after graduation, he continued to
live in Qntario with his parents until June 2012, earning $36,000 during that
period. But after a terrible fight with his parents, Mason quit his old job,
resigned all his social niemberships, packed up all his possessions and moved
to Biitish Columbia on July 1, intending never to return. From J uly -
December 31, 2012, Mason earned another $40,000 at his new location. On
what day did Kyle cease to be a resident of Canada?

hovel
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Ashida worked in Alberta for a Canadian development company. On May 1,
2012, the company sent Ashida to Indonesia for a 3-year posting. When the
family visited Ashida, they fell in love with Indonesia. As a result, (he entire
family and all their possessions moved to Indonesia effective August 1, 2012.
The company paid Ashida a total of $20,000 during the period she lived in
Canada and another $98,000 during the period she was in Indonesia. On what
date did Ashida cease to be a resident of Canada?
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When he arrived in Indonesia in August 2012, Ashida’s husband began ar
import/export business of his owit. He operated (he business as a
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¢ u} 1 International Imports Ltd. was incorporated in Canada in 1950, The company 5&_’)!)"“[- Lac'? \/:L
ot J\:\\ moved its operations and management to Seattle, Washington, U.S.A. on syt (96 7 ahateh,

{ ;-'-*'-{f'f January 1, 1975 and since that date has had no further activities in Canada. afbre wakif ?-%@:‘,
VIR Does CRA consider this company a Canadian resident for tax purposes? T s wpda. Cosdinty.
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Beginning on April I, 2000, HotHeads, a U.S. recroiting firm established
offices in Vancouver, Edmonton, Toronto and Montreal as part of its
international expansion. The “mind and management” of the company
remaing in New York, Would be company be considered a resident of Canada

for tax purposes? _
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What is the amortization rate for intangible assets in the Cumulative Eligible
Capital Account (CECY?
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Question #3: CCA (16 marks)

Magic Wok Ltd, was incorporated on October 1, 2008 and selected a December 31 year end for the
first fiscal year of the company. Magic Wok prepares delicious Chinese food for take-out or
delivery. It has no eat-in service. Although only in operation for 92 days, the company realized a
2008 Net Income for Tax Purposes of $56,275. ‘

L‘ /@ For its delivery service, Magic Wok purchased 10 small delivery vebicles on October 1, 2008, Each
o carcost $12,000, and are Class 10 asscts with a 30% CCA rate,

o L"/‘L--C. o

-
ny In 2009, Magic Wok acquires 5 more ears at a cost of $12,500 cach (Class10 =30%). It also sells ;

€.

three of its original cars for total proceeds of $27,500.

In November of 2010, Magic Wok is so successful that it is being asked 1o deliver to customers who
are furtherand-further-away. from the original location,. To.addeess-thistseeT7e company decides it

needs a second location, cloger fo.thesectSTomers and; therefore,Magic Wok bought out a
competitor in ifs.ideal§écond location. -

'___..nﬂ"""r”d ‘::/“
Also in 2010, Magic Wok sold 1370f its original cars and 3 of jts newer cars for a total of $128,000.

When purchasing replacement vel[clés, MEgTEWokrentined it will need delivery vehicles at the new Al
. : v e

second location also. Therelore, Magic Wok purchased a total of 25 new cars 3t reest $16,000 each.

Magic Wok has become so successful that in 2012 it was purchased by a major restaurant chain,
However the large chain was not interested in delivery service and Magic Wok sold all the remaining
vehicles for a total of $268,000,

In order to minimize its taxes payable, the company annually claims the maximum deductions
permitted under tax law.

Required:

Identify any and all tax consequences the company will ineur on its purchases and dispositions of its
delivery vehicles from the date of incorporation through 2011,

f“_l‘h.,»,-z} [ ) “7[)&/.
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Doy vy oo [ 2O 0o required, round decimal points up to the nearest dollar.
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sSotution to Question #3
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