Solution to Assignment Problem 12-8
Facts:
· Webb Ltd. is a CCPC with a June 30 year end for tax purposes.
· This year, it had Taxable Capital Employed In Canada of $12,243,000.  Last year, this figure was $11,973,000.

· Taxable Income this year is $273,000, and is composed of Canadian active business income of $642,000, and with foreign business income of $81,000. The foreign jurisdiction withheld $16,200 in taxes, remitting the balance of $64,800 to Webb.

· The Company’s gross revenues total $1,450,000, with $261,000 of this total being generated outside of Canada (18%). 
· The company paid total wages of $453,000, with $54,360 being paid outside of Canada (12%).

· Webb Ltd. is associated with three other companies.  They have agreed that Webb would be allocated 50 percent of the total amount available.
Required: 

Calculate Webb’s minimum federal Part I Tax Payable for the year ending June 30.  .
For the Abatement:

Canadian Gross Revenues As A Percentage Of Total


[($1,450,000 - $261,000)  ÷  $1,450,000]  =  82%

Canadian Wages And Salaries As Percentage Of Total


[($453,000 - $54,360)  ÷  $453,000]  =  88%

Abatement Percentage:  (82% + 88%)/2 =  85%

SBD Reduction:
(Webb Inc. is allocated 50% of the annual limit)
Annual Business  X
(Total Capital Employed - $10,0000,000)(.225%)
     Limit






11,250

($500,000)(50%)  X   ($11,973,000 - $10,000,000)(.00225) / 11,250 

=
$250,000  X  ($4, 439/11,250)

=
$98,644
Therefore, the SBD would be:

17% of the least of:

1. Canadian Active Business Income




$642,000

2. Taxable Income, Less



$723,000

· 100/28 times the foreign tax

Credit on non-business income
         Nil

· 4 times the foreign tax

Credit on business income
[4 X $16,200]



      64,800

$658,200
3. Annual Business Limit less reduction:

$250,000 - $98,644






$151,356
The SBD is (17%)($151,356)  =  $25,731
General Rate Reduction:


Taxable Income



$723,000

Less Amount Eligible for SBD

(151,356)

Taxable Income Eligible for GRR
$571,644








x     13%

General Rate Reduction



$  74,314
Webb’s Part I Tax Payable:


Basic Federal Tax (38%)($723,000)



$274,740

Abatement (85%)(10%)($723,000)



(   61,455)

Small Business Deduction





(   25,731)
General Rate Reduction





(    74,314)

Foreign Business Tax Credit (Amt. withheld)

    (16,200)

Part I Tax Payable







$    97,040
