Problem 12-7
Facts:

· Brawn Inc. has permanent establishments in Manitoba, Ontario, Quebec, and the United States. 

· During the current year, the company had total wages and salaries of $2,465,000 and gross revenues of $6,260,000. 

· These were distributed where the Company has operations in the following manner:

	Province
	Wages & Salaries
	Gross Revenues

	Manitoba
	$   369,750
	$1,252,000

	Ontario
	$   616,250
	$1,565,000

	Quebec
	$   986,000
	$2,191,000

	United States
	$   493,000
	$1,252,000

	Total
	$2,465,000
	$6,260,000


· For the current taxation year, the Company’s Taxable Income totaled $1,467,000.

Required: 
Calculate the amount of Brawn Inc.’s Taxable Income that would be allocated to each province. Any percentages used in your calculations should be rounded to one decimal place.
Solution to Problem 12-7

	Province
	Wages & Salaries
	Percent of Total

	Manitoba
	$   369,750
	15%

	Ontario
	$   616,250
	25%

	Quebec
	$   986,000
	40%

	United States
	$   493,000
	20%

	Total
	$2,465,000
	100%


	Province
	Gross Revenues
	Percent of Total

	Manitoba
	$1,252,000
	20%

	Ontario
	$1,565,000
	25%

	Quebec
	$2,191,000
	35%

	United States
	$1,252,000
	20%

	Total
	$6,260,000
	100%


The province by province allocation of the total Taxable Income of $1,467,000 is as follows:
	Province
	Average Percent
	Taxable Income

	Manitoba
	(15% + 20%)/2 = 17.5%
	$256,725

	Ontario
	(25% + 25%)/2 = 25%
	$366,750

	Quebec
	(40% + 35%)/2 = 37.5%
	$550, 125

	United States
	(20% + 20%)/2 = 20%
	$293,400

	Total
	100%
	$1,467,000


