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CHAPTER I-1

INCOME TAX ACT

PART I INTERPRETATION

1. (1) In this Act

(a) “agreeing province” means a province that has entered into an
agreement with the Government of Canada under which the
Government of Canada will collect taxes payable under that
province's income tax statute and will make payments to that
province in respect of the taxes so collected;

(b) “collection agreement” means an agreement entered into
pursuant to subsection 85(1), as amended in accordance with
subsection 85(2)

(¢) “Commissioner of Customs and Revenue” means the
Commissioner of Customs and Revenue, appointed under section 25
of the Canada Customs and Revenue Agency Act (Canada);

(d) “Court” means the Supreme Court of Prince Edward Island;

(e) “deputy head” means
(1) when no collection agreement is in effect, the Deputy
Provincial Treasurer of Prince Edward Island or permanent head
of that portion of the public service of Prince Edward Island
administered by the Provincial Treasurer, or
(i1) when a collection agreement is in effect, the Commissioner of
Customs and Revenue;

(f) “Federal Act” means the Income Tax Act (Canada);

(g) “Federal ITAR” means the Income Tax Application Rules
(Canada);

(h) “Federal Regulations” means the regulations, as amended, made
pursuant to the Federal Act;

(1) “income tax statute” means, with reference to an agreeing
province, the law of that province that imposes a tax similar to the
tax imposed under this Act;

(j) “Minister” means the Minister of National Revenue for Canada,
but in any provision of the Federal Act that applies for the purposes
of this Act, a reference to the Minister shall be read and construed
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for the purposes of this Act as a reference to the Provincial
Treasurer;

permanent

establishment (k) “permanent establishment” where used for a purpose under this

Act, has the same meaning as that assigned for that purpose, or the
purpose that is most similar to that purpose, in the Federal Act or the
Federal Regulations;

prescribed (1) “prescribed” means
(1) in the case of a form, the information to be given on a form or
the manner of filing a form, authorized by the Minister or the
Provincial Treasurer of Prince Edward Island,
(i1) in the case of the manner of making or filing an election,
authorized by the Minister or the Provincial Treasurer of Prince
Edward Island,
(iii) in the case where the word “prescribed” is mentioned in a
provision of the Federal Act that applies for the purposes of this
Act otherwise than in respect of a case to which subclauses (i) or
(i1) apply, what is prescribed, within the meaning assigned by
subsection 248(1) of the Federal Act, in the Federal Regulations
under that provision, and
(iv) in any other case, prescribed by regulation or determined in
accordance with rules prescribed by regulation;

Provincial (m) “Provincial Treasurer” means
Treasurer (i) when no collection agreement is in effect, the Provincial
Treasurer of Prince Edward Island, and
(i1) when a collection agreement is in effect,
(A) in relation to the remittance of an amount as or on account
of tax payable under this Act, the Receiver General of Canada,
and
(B) in relation to any other matter, the Minister of National
Revenue for Canada;

Provincial Treasury (n) “Provincial Treasury” means

(1) when no collection agreement is in effect, the Provincial

Treasury of Prince Edward Island, and

(i1) when a collection agreement is in effect,
(A) in relation to the remittance of an amount as or on account
of tax payable under this Act, the Receiver General of Canada,
and
(B) in relation to any other matter, the Canada Customs and
Revenue Agency;

Receiver General of (o) “Receiver General of Canada” means the Receiver General of
Canada Canada, but in any provision of the Federal Act that applies for the
purposes of this Act, a reference to the Receiver General of Canada
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shall be read and construed for the purposes of this Act as a
reference to the Provincial Treasurer;

(p) “registrar” means the Registrar of the Court and a deputy
registrar;

(q) “taxation year” means in respect of a person the period
determined under the Federal Act as the person’s taxation year.

(2) The expression “last day of the taxation year” shall, in the case of
an individual who resided in Canada at any time in the taxation year but
ceased to reside in Canada before the last day thereof, be deemed to be a
reference to the last day in the taxation year on which the individual
resided in Canada.

(3) The tax payable by a taxpayer under this Act or under Part I of the
Federal Act means the tax payable by the taxpayer as fixed by
assessment or reassessment subject to variation on objection or on
appeal, if any, in accordance with this Act, or Part I of the Federal Act,
as the case may be.

(4) For the purposes of this Act, except where they are at variance with
the definitions contained in this section, the definitions and
interpretations contained in, or made by regulations under, the Federal
Act apply.

(5) In any case of doubt, the provisions of this Act shall be applied and
interpreted in a manner consistent with similar provisions of the Federal
Act.

(6) Subsections 104(1) and (2) of the Federal Act apply for the
purposes of this Act.

(7) Subsection 248(11) of the Federal Act applies for the purposes of
this Act.

(8) Section 257 of the Federal Act applies for the purposes of this Act.

(9) Where a provision (in this subsection referred to as “that section”)
of the Federal Act or the Federal Regulations is made applicable for the
purpose of this Act, that section, as amended from time to time, applies
with such modifications as the circumstances require for the purpose of
this Act as though it had been enacted as a provision of this Act, and in
applying that section for the purpose of this Act, in addition to any other
modifications required by the circumstances,

(a) a reference in that section to tax under Part I of the Federal Act
shall be read as a reference to tax under this Act;
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(b) where that section contains a reference to tax under any of Parts
I.1 to XIV of the Federal Act, that section shall be read without
reference therein to tax under any of those Parts and without
reference to any portion of that section that applies only to or in
respect of tax under any of those Parts;

(c) areference in that section to a particular provision of the Federal
Act that is the same as, or similar to, a provision of this Act shall be
read as a reference to the provision of this Act;

(d) any reference in that section to a particular provision of the
Federal Act that applies for the purpose of this Act shall be read as a
reference to the particular provision as it applies for the purpose of
this Act;

(e) where that section contains a reference to any of Parts I.1 to XIV
of the Federal Act or to a provision in any of those Parts, that section
shall be read without reference therein to that Part or without
reference to that provision, as the case may be, and without
reference to any portion of that section that applies only because of
the application of any of those Parts or the application of a provision
in any of those Parts;

(f) where that section contains a reference to the Bankruptcy and
Insolvency Act (Canada), that section shall be read without reference
therein to the Bankruptcy and Insolvency Act (Canada);

(g) subject to clause (h), any reference in that section to the Federal
Regulations shall be read as including a reference to this Act or a
regulation made under this Act;

(h) a reference in that section to the words “under this Act or under
an Act of a province with which the Minister of Finance has entered
into an agreement for the collection of taxes payable to the province
under that Act” shall be read as a reference to “under this Act”;

(1) any reference in that section to the Federal Act or the Federal
Regulations shall be read as including a reference to this Act or a
regulation made under this Act;

(j) any reference in that section to a word or expression set out in
the left-hand column of the following Table shall be read as a
reference to the word or expression set out opposite thereto in the
right-hand column of the following table:

TABLE
Her Majesty Her Majesty in right of the Province of
Prince Edward Island
Canada Prince Edward Island
Criminal Code Summary Proceedings Act
Receiver General Provincial Treasurer
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Canada Customs and Revenue Agency
Commissioner of Customs and Revenue

Deputy Attorney General of Canada

Tax Court of Canada

Tax Court of Canada Act

Federal Court of Canada

Federal Court Act

Registry of the Tax Court of Canada

Registry of the Federal Court

Provincial Treasury
Deputy Head

Deputy Attorney General of Prince Edward
Island

Supreme Court of Prince Edward Island
Supreme Court Act
Supreme Court of Prince Edward Island
Supreme Court Act

Office of the Supreme Court of Prince
Edward Island

Office of the Supreme Court of Prince
Edward Island

R.S.P.E.L. 1974, Cap. I-1, s.2; 1979,c.9,s.1; 1982,¢.10,s.1; 1983,c.1,5.6;
1986,¢.5,8.2; 1988,¢.31,s.1; 1990,¢.23,s.1; 1993,¢c.11,s.1; 1993,¢.29,s.4;
1999,¢.30,s.1; 2000,c.1,s.1; 2000,c.12,s.1,2; 2005,¢.43,s.1.

2. (1) In this section

(a) “federal amendment” means an amendment to a federal

provision;

(b) “federal application rule” means a provision (in this clause
referred to as “the provision “) of an Act of the Parliament of
Canada that makes a federal provision, a federal amendment or the
repeal of a federal provision or federal amendment apply

(1) in respect of specified taxation years,

(i1) in respect of specified fiscal periods,

(iii) before or after a specified time,

(iv) in respect of transactions or events that occur before or after

a specified time or in specified taxation years or specified fiscal

periods, or

(v) in respect of such other criteria as may be set out in the

provision; and

(c) “federal provision” means a provision of the Federal Act that
applies for the purposes of this Act.

(2) Where a federal application rule governs the application of a
federal provision or federal amendment, for the purpose of applying the
federal provision or federal amendment for the purposes of this Act, the
federal provision or federal amendment shall be applied in accordance
with the federal application rule as though the Legislature had enacted
that federal application rule to govern the application of the federal
provision or federal amendment for the purposes of this Act.
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(3) Where a federal provision or a federal amendment comes into
force, or is deemed to come into force, at a particular time, and no
federal application rule governs its application, the federal provision or
federal amendment, as the case may be, is deemed, for the purpose of
applying it for the purposes of this Act, to come into force at that
particular time.

(4) Where a federal provision is repealed and another provision is not
substituted therefor, the federal provision ceases to apply for the
purposes of this Act,

(a) if the repeal is governed by a federal application rule, in
accordance with that federal application rule; and

(b) if the repeal is not governed by a federal application rule, at the
time the repeal comes into force or is deemed to come into force.

(5) For the purposes of this Act, where a particular federal provision is
replaced by another federal provision, or is repealed and another federal
provision is substituted therefor, the other federal provision is deemed to
be a continuation of the particular federal provision and the replacing or
the repeal and substitution, as the case may be, is deemed to be an
amendment to the particular federal provision. R.S.P.E.I. 1974, Cap. I-1,
s.3;2000,c.12,s.2.

PART Il - INCOME TAX
DIVISION A - LIABILITY FOR TAX

3. An income tax shall be paid as hereinafter required for each taxation
year by every individual
(a) who was resident in Prince Edward Island on the last day of the
taxation year; or
(b) who, not being resident in Prince Edward Island on the last day
of the taxation year, had income earned in the taxation year in Prince
Edward Island, as defined in clause 6(c). 1988,c.31,s.2;
1997,¢.25,s.1; 2000,c.12,8.2.

4. An income tax shall be paid as hereinafter required for each taxation
year by every corporation that maintained a permanent establishment in
Prince Edward Island at any time in the year. R.S.P.E.I. 1974, Cap. I-1,
s.4; 1975,c.47,.1; 1977,c.19,s.1; 1978,c.11,s.1; 1979,c.9,s.2;
1980,c.28,s.1-3; 1982,¢.10,s.2; 1983,c.20,s.1; 1984,c.8,s.1;
1986,c.13,s.1; 1987,c.34,5.1,2; 1988,c.31,s.1; 1990,c.23,5.2;
1991,c.16,s.1; 1993,c.11,s.2; 1992,¢.30,5.2; 2000,c.6,s.1; 2000,c.1,s.3;
2000,c.12,s.2.

5. No tax is payable under this Act by a person for a period when
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(a) no tax is payable under Part I of the Federal Act for the period
on the person's taxable income because of subsection 149(1) of the
Federal Act; or

(b) that person was a non-resident-owned investment corporation.
R.S.P.EIL 1974, Cap. I-1, s.5; 1986,c.13,s.2; 1992,c.35,5.2;
1997,¢.25,5.2; 2000,c.1,s.5; 2000,c.12,s.2.

DIVISION B - COMPUTATION OF TAX FOR INDIVIDUALS
Subdivision a - Computation of Tax

6. In this Division,

(a) “appropriate percentage” for a taxation year means the lowest
percentage referred to in section 7 that is applicable in determining
tax payable under this Part for the year;

(b) “highest percentage” for a taxation year means the highest
percentage referred to in section 7 that is applicable in determining
tax payable under this Part for the year;

(c) “income earned in the taxation year in Prince Edward Island”
means income earned in the year in Prince Edward Island as
determined in accordance with Federal Regulations made for the
purposes of the definition “income earned in the year in a province”
in subsection 120(4) of the Federal Act;

(d) “income earned in the taxation year outside Prince Edward
Island” means income for the year minus income earned in the
taxation year in Prince Edward Island;

(e) “income for the year” means

(i) in the case of an individual resident in Canada during only
part of the taxation year in respect of whom section 114 of the
Federal Act applies or in the case of an individual not resident in
Canada at any time in the taxation year, the individual's income
for the year as computed under subsection 120(3) of the Federal
Act, and

(i1) in the case of any other individual, the individual's income for
the year as determined in accordance with, and for the purposes
of, the Federal Act;

(f) “provincial percentage” for a taxation year means 57.5%;

(g) “tax payable under the Federal Act” by an individual in respect
of a taxation year means the amount determined under the definition
“tax otherwise payable under this Part” in subsection 120(4) of the
Federal Act in respect of the individual for the year. 1986,c.13,s.3;
1988,¢.31,s.1; 1990,¢.23,5.3; 2000,c.1,s.6; 2000,c.12,5.2.
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7. The tax payable under this Part for a taxation year by an individual on
the individual's taxable income or taxable income earned in Canada, as
the case may be, (in this Division referred to as the “amount taxable”) for
the 2001 and subsequent taxation years is
(a) 9.8% of the amount taxable if the amount taxable does not
exceed $30,754;
(b) $3,014 plus 13.8% of the amount by which the amount taxable
exceeds $30,754 if the amount taxable exceeds $30,754 and does
not exceed $61,509; and
(c) $7,258 plus 16.7% of the amount by which the amount taxable
exceeds $61,509. R.S.P.E.I. 1974, Cap. I-1, s.6; 1975,c.47,s.2;
1979,¢.9,s.3; 1986,c.13,s.4; 2000,c.1,s.7; 2000,c.12,s.2.

Subdivision b - Adjustments to Tax

8. There shall be added in computing an individual's tax payable under
this Part for a taxation year the amount determined by the formula

AxB

where

A is the provincial percentage; and

B is the total of
(a) the amount added under section 120.3 of the Federal Act for the
purpose of computing the individual's tax payable under Part I of the
Federal Act for the taxation year;
(b) the amount added under section 120.31 of the Federal Act for the
purpose of computing the individual's tax payable under Part I of the
Federal Act for the taxation year; and
(c) the amount added under section 40 of the Federal ITAR for the
purpose of computing the individual's tax payable under Part I of the
Federal Act for the taxation year. R.S.P.E.I. 1974, Cap. I-1, s.7;
1993,¢.11,5.5; 2000,c.1,s.8; 2000,c.12,s.2.

Subdivision ¢ - Tax Credits, Rebates and Other Deductions

9. (1) For the purpose of computing the tax payable under this Part by an
individual for a taxation year, there may be deducted an amount
determined by the formula

AxB
where
A s the appropriate percentage for the year; and
B is the total of
(a) in the case of an individual who at any time in the year is a
married person or a person who is in a common-law partnership who
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supports the individual's spouse or common-law partner and is not
living separate and apart from the spouse or common-law partner by
reason of a breakdown of their marriage or common-law
partnership, an amount equal to the total of

(1) $7,412, and

(ii) the amount determined by the formula

$6,294 - (C - $629)
where
C is the greater of $629 and the income of the individual's spouse or
common-law partner for the year or, where the individual and the
individual's spouse or common-law partner are living separate and apart
at the end of the year because of a breakdown of their marriage or
common-law partnership, the spouse’s or common-law partner’s income
for the year while married or in a common-law partnership and not so
separated;
(b) in the case of an individual who does not claim a deduction for
the year because of clause (a) and who, at any time in the year,
(i) is
(A) a person who is unmarried and who does not live in a
common-law partnership, or
(B) a person who is married or in a common-law partnership,
who neither supported nor lived with their spouse or common-
law partner and who is not supported by that spouse or
common-law partner, and
(i1) whether alone or jointly with one or more other persons,
maintains a self-contained domestic establishment (in which the
individual lives) and actually supports in that establishment a
person who, at that time, is
(A) except in the case of a child of the individual, resident in
Canada,
(B) wholly dependent for support on the individual, or the
individual and the other person or persons, as the case may be,
(C) related to the individual, and
(D) except in the case of a parent or grandparent of the
individual, either under eighteen years of age or so dependent
by reason of mental or physical infirmity,
an amount equal to the total of
(iii) $7,412, and
(iv) the amount determined by the formula

$6,294 - (D - $629)
where
D is the greater of $629 and the dependent person's income for the year;
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(c) except in the case of an individual entitled to a deduction because
of clause (a) or (b), $7,412;
(d) in the case of an individual who, at any time in the year alone or
jointly with one or more persons, maintains a self-contained
domestic establishment that is the ordinary place of residence of the
individual and of a particular person
(i) who has attained the age of eighteen years before that time,
(i) who is
(A) the individual's child or grandchild, or
(B) resident in Canada and is the parent, grandparent, brother,
sister, aunt, uncle, nephew or niece of the individual or of the
individual's spouse or common-law partner, and
(iii) who is
(A) the individual's parent or grandparent and has attained the
age of sixty-five years before that time, or
(B) dependent on the individual because of the particular
person's mental or physical infirmity,
the amount determined by the formula

$14,399 - E
where
E is the greater of $11,953 and the particular person's income for the
year;
(e) for each dependant of the individual for the year who
(1) attained the age of eighteen years before the end of the year,
and
(i1) was dependent on the individual because of mental or physical
infirmity,
the amount determined by the formula

$7,412-F

where

F is the greater of $4,966 and the dependant's income for the year; and
(f) in the case of an individual entitled to a deduction in respect of a
person because of clause (b) and who would also be entitled, but for
paragraph 118(4)(c) of the Federal Act, as that provision applies to
this Act, to a deduction because of clause (d) or (e) in respect of the
person, the amount by which the amount that would be determined
under clause (d) or (e), as the case may be, exceeds the amount
determined under clause (b) in respect of the person.

(2) For the purpose of computing the tax payable under this Part for a
taxation year by an individual who, before the end of the year, has
attained the age of sixty-five years, there may be deducted the amount
determined by the formula
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A x (83,619 -B)
where
A s the appropriate percentage for the year; and
B is 15% of the amount, if any, by which the individual's income for the
year would exceed $26,941 if no amount were included in respect of a
gain from a disposition of property to which section 79 of the Federal
Act applies in computing that income.

(3) For the purpose of computing the tax payable under this Part by an
individual for a taxation year, there may be deducted an amount
determined by the formula

AxB

where

A is the appropriate percentage for the year; and

B is the lesser of $1,000 and
(a) where the individual has attained the age of sixty-five years
before the end of the year, the pension income received by the
individual in the year; and
(b) where the individual has not attained the age of sixty-five years
before the end of the year, the qualified pension income received by
the individual in the year.

(3.1) An individual described in clause 3(b) is not entitled to deduct an
amount under subsection (3) for a taxation year.

(4) Subsections 118(4),(5) and (6) of the Federal Act apply to
subsection (1) and subsections 118(7) and (8) of the Federal Act apply to
subsection (3). 1983,c.21,s.1; 1992,¢c.17,s.3; 2000,c.1,5.9; 2000,c.12,5.2;
2003,c.10,s.1.

10. For the purpose of computing the tax payable under this Part by an
individual for a taxation year, if the individual is entitled to a deduction
under subsection 118.1(3) of the Federal Act for the year, there may be
deducted such amount as the individual claims not exceeding the amount
determined by the formula

(A xB)+[Cx (D-B)]

where

A s the appropriate percentage for the year;

B is the lesser of $200 and the amount determined for D,

C is the highest percentage; and

D is the amount determined for D in the formula in subsection 118.1(3)
of the Federal Act for the purpose of computing the individual's tax
payable under Part I of the Federal Act for the year. R.S.P.E.I. 1974,
Cap. I-1, s.8; 1977,¢.19,s.2; 2000,c.1,s.10; 2000,c.12,s.2.
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11. For the purpose of computing the tax payable under this Part by an
individual for a taxation year, if the individual is entitled to a deduction
under subsection 118.2(1) of the Federal Act for the year, there may be
deducted an amount determined by the formula

Ax[(B-C)+D]
where
A is the appropriate percentage for the taxation year;
B is the amount determined for B in the formula in subsection 118.2(1)
of the Federal Act for the purpose of computing the individual’s tax
payable under Part I of the Federal Act for the year;
C is the lesser of $1,678 and 3% of the individual’s income for the
taxation year; and
D is the amount that would be determined for D in the formula in
subsection 118.2(1) of the Federal Act for the purpose of computing the
individual’s tax payable under Part I of the Federal Act for the year, if
the reference to “$1,813” (or to the amount that it is amended to read) in
the description of F is read as a reference to “$1,678”. R.S.P.E.I. 1974,
Cap. I-1, 5.9; 2000,c.12,5.2; 2005,¢c.10,s.1.

12. (1) Where an individual is entitled to deduct an amount pursuant to
subsection 118.3(1) of the Federal Act for the purpose of computing the
individual's tax payable for a taxation year under Part I of the Federal
Act, for the purposes of computing the tax payable under this Part by the
individual for the taxation year, there may be deducted an amount
determined by the formula

A x (B+C)
where
A s the appropriate percentage for the year;
B is $5,400; and
C is
(a) where the individual has not attained the age of 18 before the
end of the year, the amount, if any, by which
(i) $3,015
exceeds
(i1) the amount, if any, by which
(A) the total of all amounts each of which is an amount paid in
the year for the care or supervision of the individual and
included in computing a deduction under section 63, 64 or
118.2 of the Federal Act for the taxation year
exceeds
(B) $2,050; and
(b) in any other case, nil.
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(2) Sections 118.3 and 118.4 of the Federal Act apply for the purposes
of this Act, except that subsection (1) of this section applies instead of
subsection 118.3(1) of the Federal Act.

(3) Notwithstanding subsections (1) and (2), for the purpose of
computing an individual’s tax payable under this Part for a taxation year,
where the person referred to in subsection 118.3(2) of the Federal Act
did not reside in Prince Edward Island on the last day of the taxation
year, there may be deducted an amount determined by the formula

A/BxC
where
A is the appropriate percentage for the year;
B is the appropriate percentage for the year under the Federal Act; and
C is the amount that the individual is entitled to deduct pursuant to
subsection 118.3(2) of the Federal Act for the year. R.S.P.E.I. 1974, Cap.
I-1, s.10; 1987,c.34,5.3; 1990,c.23,s.4; 2000,c.12,5.2; 2003,c.10,5.2;
2004,c.39,s.1.

13. Section 118.5 of the Federal Act applies for the purposes of this Act,
except that any reference to “appropriate percentage” in that section is to
be read as a reference to “appropriate percentage” (as that term is defined
for the purposes of this Division) for the purposes of this Act. R.S.P.E.I.
1974, Cap. I-1, s.11; 1990,c.23,s.4; 1993,c.11,5.6; 2000,c.1,s.11;
2000,c.12,s.2.

14. (1) Where an individual is entitled to deduct an amount pursuant to
subsection 118.6(2) of the Federal Act for the purpose of computing the
individual's tax payable for a taxation year under Part I of the Federal
Act, for the purposes of computing the tax payable under this Part by the
individual for the taxation year, there may be deducted an amount
determined by the formula

AxB

where

A is the appropriate percentage for the year; and

B is the total of the products obtained when
(a) $200 is multiplied by the number of months in the year during
which the individual is enrolled in a qualifying educational program
as a full-time student at a designated educational institution; and
(b) $60 is multiplied by the number of months in the year (other
than months described in clause (a)), each of which is a month
during which the individual is enrolled at a designated educational
institution in a specified educational program that provides that each
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student in the program spend not less than twelve hours in the month
on courses in the program.

(2) Section 118.6 of the Federal Act applies for the purposes of this
Act, except that subsection (1) of this section applies instead of
subsection 118.6(2) of the Federal Act. R.S.P.E.I. 1974, Cap. I-1, s.12;
1982,¢.10,s.3; 1987,¢.34,5.4; 1990,c.23,s.4; 2000,c.12,5.2.

15. (1) For the purpose of computing the tax payable under this Part by
an individual for a taxation year, if the individual is entitled to a
deduction under subsection 118.61(2) of the Federal Act for the year,
there may be deducted the lesser of
(a) the individual’s unused tuition and education tax credits at the
end of the preceding taxation year; and
(b) the amount that would be the individual’s tax payable under this
Part for the year if no amount were deductible under this Division
(other than an amount deductible under this section and any of
sections 9, 12, 15.1 and 17).

(1.1) In this section, subject to subsection (3), an individual’s unused
tuition and education tax credits at the end of a taxation year is the
amount determined by the formula

A+ (B-C) - (D+E)
where
A is the individual’s unused tuition and education tax credits at the end
of the preceding taxation year;
B is the total of all amounts each of which may be deducted under
section 13 or 14 in computing the individual’s tax payable under this Part
for the year;
C is the lesser of the value of B and the amount that would be the
individual’s tax payable under this Part for the year if no amount were
deductible under this Division (other than an amount deductible under
this section and any of sections 9, 12, 15.1 and 17);
D is the amount that the individual may deduct under subsection 15(1)
for the year; and
E is the tuition and education tax credits transferred for the year by the
individual to the individual’s spouse, common-law partner, parent or
grandparent.

(2) Notwithstanding subsection (1), an individual's unused tuition and
education tax credits at the end of the 2000 taxation year shall be the
amount equal to the provincial percentage of the individual's unused
tuition and education tax credits at the end of the 2000 taxation year as
determined pursuant to section 118.61 of the Federal Act for the purpose
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of computing the individual's tax payable under Part I of the Federal Act
for the taxation year.

(3) Notwithstanding subsection (1) but subject to subsection (2), where
an individual did not reside in Prince Edward Island on the last day of
the taxation year for the preceding taxation year, the individual’s unused
tuition and education tax credits at the end of the preceding taxation year
shall be equal to the lesser of

(a) the amount that would be the individual’s unused tuition and
education tax credits at the end of the preceding taxation year as
determined pursuant to section 118.61 of the Federal Act if the
percentage applied under sections 118.5 and 118.6 of the Federal
Act had been the appropriate percentage for the year instead of the
appropriate percentage as defined in that Act; and

(b) the amount that would be the individual’s unused tuition and
education tax credits at the end of the preceding taxation year as
determined pursuant to a section (that is similar to section 118.61 of
the Federal Act) of an income tax statute, or similar enactment, of
the province, if any, in which the individual resided on the last day
of the taxation year for the preceding taxation year if the percentage
applied under that section had been the appropriate percentage for
the year.

(4) For the purposes of subsection (3), where there is no section that is
similar to section 118.61 of the Federal Act in the income tax statute, or
similar enactment, of the province in which the individual resided on the
last day of the taxation year for the preceding taxation year, the
individual’s unused tuition and education tax credits at the end of the
preceding taxation year shall be deemed to equal the amount determined
pursuant to clause (a) of that subsection.

(5) For the purposes of subsection (3), the amounts referenced in
clause (a) of that subsection shall be used only to the extent that they
have not been used in claiming a credit pursuant to section 118.5, 118.6
or 118.61 of the Federal Act, or in determining credits transferred
pursuant to section 118.81 of the Federal Act, for any taxation year, and
the amounts referenced in clause (b) of that subsection shall be used only
to the extent that they have not been used in claiming a credit pursuant to
a section (that is similar to section 118.5, 118.6 or 118.61 of the Federal
Act), or in determining credits transferred pursuant to a section (that is
similar to section 118.81 of the Federal Act), for any taxation year, of an
income tax statute, or similar enactment, of the province in which the
individual resided on the last day of the taxation year for the preceding
taxation year. R.S.P.E.I. 1974, Cap. I-1, s.13; 1977,¢.19,5.3; 1979,¢.9,5.4;
1982,¢.10,5.4; 1984,¢.8,5.2; 1990,c¢.23,s.4; 2000,c.12,5.2; 2003,¢.10,s.3.
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15.1 (1) In this section

(a) “eligible individual” means, in respect of a taxation year, an
individual who, at any time during the taxation year, was
(i) a teacher, as defined in the School Act R.S.P.E.I. 1988, Cap. S-
2.1, or
(ii) a person who is
(A) a member of the program staff of a child care facility, or
(B) a supervisor, as defined in the Child Care Facilities Act, of
a child care facility;

(b) “child care facility” means a child care facility, as defined in the
Child Care Facilities Act R.S.P.E.I. 1988, Cap. C-5;

(c) “program staff” means , in respect of a child care facility, a staff
person engaged in the child care, supervision or developmental
aspects of the operation of a child care facility;

(d) “eligible supplies” means supplies as prescribed.

(2) For the purpose of computing the tax payable under this Part for a
taxation year by an eligible individual who was a resident in Prince
Edward Island on the last day of the taxation year, there may be deducted
an amount determined by the formula

AxB
where
A is the appropriate percentage for the year; and
B is the lesser of
(a) $500; and
(b) the total of all amounts paid by the eligible individual for eligible
supplies in the taxation year. 2003,c.10,s.4; 2004,¢.39,s.2.

16. For the purpose of computing the tax payable under this Part by an
individual for a taxation year, if the individual is entitled to a deduction
under section 118.62 of the Federal Act for the year, there may be
deducted an amount determined by the formula

AxB
where
A s the appropriate percentage for the year; and
B is the amount determined for B in the formula in section 118.62 of the
Federal Act for the purpose of computing the individual's tax payable
under Part I of the Federal Act for the year. R.S.P.E.I. 1974, Cap. I-1,
s.14;  1975,c.15,s.1;  1983,c.20,s.2; 1984,c.8,s.3; 1990,c.23,s.5;
1993,c.11,5.7; 2000,c.1,5.16; 2000,c.12,s.2.
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17. Section 118.7 of the Federal Act applies for the purposes of this Act,
except that any reference to “appropriate percentage” in that section is to
be read as a reference to “appropriate percentage” (as that term is defined
for the purposes of this Division) for the purposes of this Act. R.S.P.E.I.
1974, Cap. I-1, s.15; 1975,c.15,5.2; 1983,c.20,5.3; 1990,c.23,s.6;
1993,c.11,5.8; 2000,c.1,s.17; 2000,c.12,s.2.

18. (1) Sections 118.8 and 118.81 of the Federal Act apply for the
purposes of this Act, except that the reference to $800 (or to the amount
that it is amended to read) in subparagraph (ii) of the description of A in
paragraph 118.81(a) of the Federal Act shall be a reference to $490 for
the purposes of this Act, and the description of B in paragraph 118.81(a)
of the Federal Act shall be read as “B is the amount that would be the
person’s tax payable under this Part for the year if no amount were
deductible under this Division (other than an amount deductible under
section 9, 12, 15, 15.1 or 17), and”.

(2) Section 118.9 of the Federal Act applies for the purposes of this
Act.

(3) Notwithstanding subsections (1) and (2), for the purposes of
section 118.81 of the Federal Act, as that section applies for the purposes
of this Act, where a person did not reside in Prince Edward Island on the
last day of the taxation year, the tuition and education tax credits
transferred for the taxation year by the person to an individual shall be
equal to the lesser of

(a) the amount determined by the formula

A/BxC

where
A is the appropriate percentage for the year;
B is the appropriate percentage for the year under the Federal Act; and
C is the amount determined in respect of the person pursuant to section
118.81 of the Federal Act for the purpose of computing the person’s tax
payable under Part I of the Federal Act for the taxation year; and

(b) the amount determined by the formula

D/ExF
where
D is the appropriate percentage for the year;
E is the percentage applied under the section referred to in the
definition of F; and
F is the amount determined in respect of the person for the taxation year
as determined pursuant to a section (that is similar to section 118.81 of
the Federal Act) of an income tax statute, or similar enactment, of the
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province, if any, in which the person resided on the last day of the
taxation year.

(3.1) For the purposes of subsection (3), where there is no section that
is similar to section 118.81 of the Federal Act in the income tax statute,
or similar enactment, of the province in which the person resided on the
last day of the taxation year, the tuition and education tax credits
transferred for the taxation year by the person to an individual shall be
deemed to equal the amount determined pursuant to clause (a) of that
subsection.

(4) Notwithstanding subsections (1) and (2), for the purpose of section
118.8 of the Federal Act, as that section applies for the purposes of this
Act, where in a taxation year an individual's spouse or common-law
partner did not reside in Prince Edward Island on the last day of the
taxation year,

(a) the amount for B in the formula in section 118.8 of the Federal
Act, as that section applies for the purpose of this Act, for the
individual for the taxation year shall be equal to the lesser of

(1) the amount determined by the formula

A/BxC
where
A s the appropriate percentage for the year;
B is the appropriate percentage for the year under the Federal Act; and
C is the amount determined for the individual for B in the formula in
section 118.8 of the Federal Act for the purpose of computing the
individual’s tax payable under Part I of the Federal Act for the taxation
year; and
(i1) the amount that would be determined for the individual for B
in the formula in a section (that is similar to section 118.8 of the
Federal Act) of an income tax statute, or similar enactment, of the
province, if any, in which the individual's spouse or common-law
partner resided on the last day of the taxation year if the
individual resided in that province on the last day of the taxation
year; and
(b) the amount for C in the formula in section 118.8 of the Federal
Act, as that section applies for the purpose of this Act, for the
individual for the taxation year shall be equal to the lesser of
(i) the amount determined by the formula

D/ExF
where
D is the appropriate percentage for the year,
E is the appropriate percentage for the year under the Federal Act, and
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F is the amount determined for the individual for C in the formula in
section 118.8 of the Federal Act for the purpose of computing the
individual’s tax payable under Part I of the Federal Act for the taxation
year, and
(i1) the amount that would be determined for the individual for C
in the formula in a section (that is similar to section 118.8 of the
Federal Act) of an income tax statute, or similar enactment, of the
province, if any, in which the individual's spouse or common-law
partner resided on the last day of the taxation year if the
individual resided in that province on the last day of the taxation
year. Act. R.S.P.EI 1974, Cap. I-1, s.16; 1975,c.15,5.3;
1975,c.47,s.3; 1977,.c.19,s.4; 1983,c.20,5.4; 1987,c.34,.5;
1990,¢.23,s.7; 2000,¢.12,s.2; 2003,c.10,s.5.

19. There may be deducted in computing an individual's tax payable
under this Part for a taxation year the amount determined by the formula

AxB
where
A is the provincial percentage; and
B is the amount that the individual may deduct for the taxation year
under section 120.2 of the Federal Act for the purpose of computing the
individual's tax payable under Part I of the Federal Act. R.S.P.E.I. 1974,
Cap. I-1,5.17; 1990,c.23,5.8; 1993,¢c.11,5.9; 2000,c.1,s.14; 2000,c.12,5.2.

20. For the purpose of computing the tax payable under this Part for a
taxation year by an individual who was resident in Prince Edward Island
on the last day of the taxation year, there may be deducted an amount
equal to 38.5% of any amount required by paragraph 82(1)(b) of the
Federal Act to be included in computing the individual’s income for the
year. R.S.P.EI 1974, Cap. I-1, s.18; 1990,c.23,5.8; 2000,c.12,5.2;
2003,c.10,s.6.

21. For the purpose of computing the tax payable under this Part for a
taxation year by an individual who was resident in Prince Edward Island
on the last day of the taxation year, there may be deducted an amount
equal to the provincial percentage of the amount that the individual may
deduct under section 122.3 of the Federal Act for that taxation year.
R.SPEIL 1974, Cap. I-1, s.19; 1984,c.8,5.4; 1985,c.25s.1;
1987,¢.34,5.6; 1988,¢.31,s.5; 1990,¢.23,s.8; 2000,c.1,s.15; 2000,c.12,s.2;
2003,c.10,s.7.
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Subdivision d - Restrictions on Credits
and Other Rules

22. Section 118.91 of the Federal Act applies for the purposes of this
Act. R.S.P.EIL 1974, Cap. I-1, s.20; 1982,c.10,s.5; 1990,c.23,5.9;
1993,c.11,5.10; 2000,¢.12,5.2.

23.In computing an individual’s tax payable under this Part, the
following provisions shall be applied in the following order: subsections
9(1) and (2), section 17, subsection 9(3) and sections 12, 15.1, 15, 13,
14, 18, 11, 10, 16 and 20. R.S.P.E.I. 1974, Cap. I-1, s.21; 1982,¢.10,s.6;
1990,¢.23,s.9; 1993,¢.11,5.10; 2000,¢.12,5.2; 2003,¢.10,s.8.

24, Section 118.93 of the Federal Act applies for the purposes of this
Act. R.S.P.EIL 1974, Cap. I-1, s.22; 1985,c.25,5.2,3; 1987,c.34,5.7;
1990,¢.23,5.10; 1993,¢.11,s.11; 2000,¢.12,s.2.

25. Section 118.94 of the Federal Act applies for the purposes of this
Act. R.S.P.EIL 1974, Cap. I-1, s.23; 1987,c.34,5.8; 1990,c.23,s.11;
1993,c.11,5.12; 2000,c.12,.2.

26. Notwithstanding sections 9 to 18, for the purpose of computing an
individual’s tax payable under this Part for a taxation year that ends in a
calendar year in which the individual becomes bankrupt, the individual
shall be allowed only
(a) such of the deductions as the individual is entitled to under
subsection 9(3) and sections 10, 11, 13, 14, 15.1, 16 and 17 as can
reasonably be considered wholly applicable to the taxation year; and
(b) such part of the deductions as the individual is entitled to under
sections 9 (other than subsection 9(3)), 12 and 18 as can reasonably
be considered applicable to the taxation year,
except that the total of the amounts so deductible for all taxation years of
the individual in the calendar year under any of those provisions shall not
exceed the amount that would have been deductible under that provision
in respect of the calendar year if the individual had not become bankrupt.

R.S.P.EIL 1974, Cap. I-1, s.24; 1987,c.34,5.9; 1990,c.23,5.12;
1993,c.11,5.13; 1993,¢.29,5.4; 2000,c.1,s.16; 2000,c.12,5.2;
2003,c.10,s.9.

27. Section 122 of the Federal Act applies for the purposes of this Act,
except that the reference to “29%” (or to the percentage that it is
amended to read) in subsection 122(1) of the Federal Act shall be read,
for the purposes of this Act, as a reference to the “highest percentage”.
R.S.P.E.I. 1974, Cap. I-1, 5.25; 1993,¢.29,5.4; 2000,c.12,s.2.

28. Subsection 128(2) of the Federal Act applies for the purposes of this
Act. R.S.P.EL 1974, Cap. I-1, 5.26; 1990,¢.23,5.13; 2000,c.12,5.2.

20
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Subdivision e - Other Taxes Payable

29. Section 120.4 of the Federal Act applies for the purposes of this Act,
except that the reference to “29%” (or to the percentage that it is
amended to read) in subsection 120.4(2) of the Federal Act shall be read,
for the purposes of this Act, as a reference to the “highest percentage”.
R.S.P.EIL 1974, Cap. I-1, s.27; 1990,c.23,s.14; 1993,c.11,s.14;
2000,c.1,s.17; 2000,c.12,s.2.

30. If an individual is required to pay tax under section 127.5 of the
Federal Act in respect of a taxation year, there shall be added to the
individual's tax payable under this Part for the taxation year an amount
determined by the formula

AxB
where
A s the provincial percentage; and
B i s the individual's additional tax for the taxation year determined
pursuant to subsection 120.2(3) of the Federal Act. R.S.P.E.I. 1974, Cap.
1-1, s.28; 2000,c.12,s.2.

Subdivision f - Surtax

31. In addition to the income tax payable (computed in accordance with
subdivisions a to e) by an individual for a taxation year, every individual
shall pay a personal income surtax in respect of the taxation year equal to
10% of the amount, if any, by which the tax computed pursuant to
subdivisions a to e for the taxation year exceeds $5,200. R.S.P.E.I. 1974,
Cap. I-1, 5.29; 1990,c.23,s.15; 2000,c.12,s.2.

Subdivision g - Low Income Tax Reduction

32. (1) In this section,

(a) “adjusted income” of an individual for a taxation year means the
total of all amounts each of which would be the income for the year
of

(1) the individual, or

(i1) the individual’s qualified relation for the year,
if no amount were included in respect of a gain from a disposition of
property to which section 79 of the Federal Act applies in computing
that income;

(b) “eligible individual” for a taxation year means an individual,
other than a trust, who is resident in Prince Edward Island on
December 31st of that year, and who is

(i) married or in a common-law partnership,

21
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(i1) a parent of a child, or
(iii) nineteen years of age or over;

(c) “qualified dependant” of an individual for a taxation year means
a person
(1) in respect of whom the individual or the individual’s qualified
relation for the year is the only person who deducts an amount
under subsection 9(1) for the year, or
(i1) who is a child of the individual residing with the individual at
the end of the year,
and who is not
(iii) an eligible individual for the year,
(iv) the qualified relation of an individual for the year, or
(v) aperson in respect of whom an amount is deducted under this
section by any other individual for the year; and

(d) “qualified relation” of an individual for a taxation year means
the person who, at the end of the year, is the individual’s cohabiting
spouse or common-law partner, within the meaning of section 122.6
of the Federal Act.

(2) Subject to subsection (3), where an eligible individual for a

taxation year applies in writing by filing with the individual's return of
income under this Act for the year a prescribed form, containing
prescribed information, the amount, if any, by which the total of

(a) $250;

(b) $250 for a person who is the qualified relation of the individual
for the year;

(¢) $250, where the individual has no qualified relation for the year
and is entitled to deduct an amount for the year under subsection
118(1) of the Federal Act by reason of paragraph (b) thereof in
respect of a qualified dependant of the individual for the year; and
(d) the product obtained when $200 is multiplied by the number of
qualified dependants of the individual for the year, other than a
qualified dependant in respect of whom an amount is included by
reason of clause (c) in computing an amount deductible pursuant to
this subsection for the year,

exceeds

(e) 5% of the amount, if any, by which
(i) the individual's adjusted income for the year,
exceeds
(ii) $15,000,
may be deducted from the eligible individual’s tax otherwise
payable under subdivisions a to f for the taxation year.

22
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(3) Notwithstanding subsection (2), where an individual is a qualified
relation of another individual for a taxation year, only one of those
individuals may apply under subsection (2) for the year.

(4) Notwithstanding subsection (3), where an eligible individual (in
this subsection referred to as the “applying eligible individual”) has
applied under subsection (2) for a taxation year, a qualified relation of
the applying eligible individual, if the qualified relation is also an eligible
individual, may deduct from the qualified relation’s tax otherwise
payable under subdivisions a to f for the taxation year an amount
determined by the formula

A-B
where
A is the amount determined pursuant to subsection (2) which the
applying eligible individual may deduct from the applying eligible
individual’s tax otherwise payable under subdivisions a to f for the
taxation year; and
B is the lesser of
(a) the amount that, but for subsection (2), would be the applying
eligible individual’s tax otherwise payable under subdivisions a to f
for the taxation year, and
(b) the amount deducted pursuant to subsection (2) by the applying
eligible individual from the applying eligible individual’s tax
otherwise payable under subdivisions a to f for the taxation year.

(5) The Lieutenant Governor in Council may make regulations
adjusting annually the dollar amounts set out in subsection (2).

(6) For the purpose of this section, the income of a person who is non-
resident at any time in a taxation year is deemed to be equal to the
amount that would, if the person were resident in Canada throughout the
year, be the person’s income for the year. R.S.P.E.I. 1974, Cap. I-1, 5.30;
1987,¢c.34,5.10; 1990,c.23,s.16; 1999,¢.30,s.1; 2000,c.1,s.18;
2000,c.12,5.2; 2005,¢.10,s.2.

Subdivision h - Multi-jurisdictional and
Non-resident Individuals

33. Notwithstanding subdivisions a to g, the tax payable under
subdivisions a to g for a taxation year by an individual
(a) who resided in Prince Edward Island on the last day of the
taxation year but had income earned in the taxation year outside
Prince Edward Island; or
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(b) who did not reside in Prince Edward Island on the last day of the
taxation year but had income earned in the taxation year in Prince
Edward Island,

shall be the amount determined by the formula

AxB
C

where
A is the tax otherwise payable by the individual under subdivisions a to
g
B is the individual's income earned in the taxation year in Prince
Edward Island; and
C is the individual's income for the year. R.S.P.E.I. 1974, Cap. I-1, s.31;
1978,c.11,5.2; 2000,c.12,8.2.

33.1 Where an individual resided in Prince Edward Island on the last day
of a taxation year but had income earned in the taxation year outside
Prince Edward Island, the individual may deduct from the amount of tax
otherwise payable for the taxation year an amount determined by the
formula

A x B/C
where
A is the total of all amounts each of which is deductible under
subsection 9(3), section 15.1, 20 or 21 by the individual for the taxation
year;
B is the individual’s income earned in the taxation year outside Prince
Edward Island; and
C is the individual’s income for the taxation year. 2003,c.10,s.10.

Subdivision i - Foreign Tax Deduction

34. (1) Where an individual resided in Prince Edward Island on the last
day of a taxation year and had income for the year that included income
earned in a country other than Canada in respect of which non-business-
income tax was paid by the individual to the government of a country
other than Canada, the individual may deduct from the tax payable by the
individual under this Act for that taxation year an amount equal to the
lesser of
(a) the amount, if any, by which any non-business-income tax paid
by the individual for the year to the government of such other
country exceeds
(i) if section 127.5 of the Federal Act does not apply to the
individual for the taxation year, the amount deductible from the
individual’s tax payable under Part I of the Federal Act for that
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year under subsection 126(1) of the Federal Act in respect of any
non-business-income tax paid to the government of such other
country, or
(ii) if section 127.5 of the Federal Act applies to the individual for
the taxation year, the amount of the individual’s special foreign
tax credit for the year determined under section 127.54 of the
Federal Act that is in respect of any non-business-income tax paid
to the government of such other country; and
(b) that portion of the tax otherwise payable under this Act for that
taxation year that
(i) the amount, if any, by which the total of the individual’s
qualifying income exceeds the total of the individual’s qualifying
losses
(A) for the year, if the individual is resident in Canada
throughout the year, and
(B) for the part of the year throughout which the individual is
resident in Canada, if the individual is non-resident at any time
in the year,
from sources in that country, on the assumption that
(C) no businesses were carried on by the individual in that
country,
(D) no amount was deducted under subsection 91(5) of the
Federal Act in computing the individual’s income for the year,
and
(E) the individual’s income from employment in that country
was not from a source in that country to the extent of the lesser
of the amounts determined in respect thereof under paragraphs
122.3(1)(c) and (d) of the Federal Act for the year,
is of
(i1) the amount, if any, by which,
(A) if the individual was resident in Canada throughout the
year, the individual’s income earned in the year in Prince
Edward Island computed without reference to paragraph
20(1)(ww) of the Federal Act, and
(B) if the individual was non-resident at any time in the year,
the individual’s income earned in the year in Prince Edward
Island that is included in the amount determined under
paragraph 114(a) of the Federal Act in respect of the individual
for the year,
exceeds
(C) the total of all amounts each of which is an amount
deducted under section 110.6 or paragraph 111(1)(b) of the
Federal Act, or deductible under any of paragraphs 110(1)(d)
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to (d.3), (), (g) and (j) or section 112 of the Federal Act for the
year, in computing the individual’s taxable income for the year.

(2) For the purposes of subsection (1) and clause 40(1)(b), the non-
business-income tax paid by a taxpayer to the government of a country
other than Canada in respect of the taxpayer's income for a taxation year
is the non-business-income tax paid by the taxpayer to the government of
that country in respect of that year as determined under the definition
“non-business-income tax” in subsection 126(7) of the Federal Act.

(3) For the purposes of this section and clause 40(1)(b), “government
of a country other than Canada” includes the government of a state,
province or other political subdivision of that country.

(4) Where an individual’s income for a taxation year is in whole or in
part from sources in more than one country other than Canada,
subsection 34(1) shall be read as providing for separate deductions in
respect of each of the countries other than Canada.

(5) For the purposes of this section and section 40, if any income for a
taxation year from a source in a particular country would be tax-exempt
income but for the fact that a portion of the income is subject to an
income or profits tax imposed by the government of a country other than
Canada, the portion is deemed to be income from a separate source in the
particular country.

(6) For the purposes of this section, the definitions of “qualifying
incomes”, “qualifying losses” and “tax-exempt income” in subsection
126(7) of the Federal Act apply. R.S.P.EI 1974, Cap. I-1, s.32;
1993,c.11,5.16; 2000,c.12,5.2; 2003,c.10,s.11.

Subdivision j - Capital Gains Refund to Mutual Fund Trust

35. (1) Where an amount is to be refunded to a trust in respect of a
taxation year pursuant to section 132 of the Federal Act, the Minister
shall, subject to subsection (2), at such time and in such manner as is
provided in that section, refund to the trust an amount (in this section
referred to as its “capital gains refund” for the year) equal to the amount
of the refund for the year calculated under subsection 132(1) of the
Federal Act multiplied by the provincial percentage for the year.

(2) For the purpose of computing the capital gains refund under
subsection (1) for a trust in respect of a taxation year, where the trust had
income earned in the taxation year outside Prince Edward Island, the
refund shall be that proportion of the capital gains refund for the year,
otherwise determined under subsection (1), that the trust's income earned
in the taxation year in Prince Edward Island is of its income for the year.
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(3) Instead of making a refund that might otherwise be made under
subsection (1), the Minister may, where the trust is liable or about to
become liable to make any payment under this Act, apply the amount
that would otherwise be refunded to that other liability and notify the
trust of that action. R.S.P.E.I. 1974, Cap. I-1, s.33; 1990,c.23,s.17;
1993,c.11,5.16; 2000,c.12,8.2.

Subdivision k - Labour Sponsored Venture Capital
Corporation Credit

36. There may be deducted from the tax otherwise payable under this Act
for a taxation year by a taxpayer who is an individual resident in Prince
Edward Island on the last day of the taxation year an amount equal to the
lesser of
(a) $525; and
(b) 15 per cent of the net cost to the individual or a qualifying trust
for the individual of all approved shares of a prescribed registered
labour-sponsored venture capital corporation acquired by the
individual, or by a qualifying trust for the individual in respect of the
shares, in the taxation year or within 60 days after the end of the
taxation year (to the extent that no amount was deducted in respect
of such shares under this section for the immediately preceding
taxation year). R.SP.E.I 1974, Cap. I-1, s.34; 1993,c.29,5.4;
2000,c.12,s.2.

DIVISION C - COMPUTATION OF TAX FOR CORPORATIONS

Subdivision a - Computation of Tax

37. (1) The tax payable by a corporation under this Part for a taxation
year is 16% of the corporation's taxable income earned in the year in
Prince Edward Island.

(2) Notwithstanding subsection (1), if in a taxation year a corporation
(other than a credit union or a corporation to which subsection 137.1(9)
of the Federal Act applies) is eligible for a deduction under subsection
125(1) of the Federal Act, the tax payable by that corporation under this
Part for that taxation year is equal to the amount determined by the
formula

(AxBx C/D)+ (Ex (C - (B x C/D)))

where
A is 7.5%;
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B is the least of the amounts determined pursuant to paragraphs
125(1)(a),(b) and (c) of the Federal Act in respect of the corporation for
the taxation year;

C is the corporation's taxable income earned in the year in Prince
Edward Island;

D is the corporation's taxable income earned in the year in a province;
and

E is 16%.

(2.1) Subsection (2) applies in respect of a corporation’s taxation year
which ends before April 1, 2005.

(3) Notwithstanding subsection (1), if in a taxation year a credit union
is eligible for a deduction under subsection 125(1) or 137(3) of the
Federal Act, the tax payable by that credit union under this Part for that
taxation year is equal to the amount determined by the formula

(AxBxC/D)+(Ex(C-(BxC/D)))
where
A is 7.5%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a),(b) and (c) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;
C 1is the corporation's taxable income earned in the year in Prince
Edward Island;
D is the corporation's taxable income earned in the year in a province;
and
E is 16%.

(3.1) Subsection (3) applies in respect of a credit union’s taxation year
which ends before April 1, 2005.

(4) Repealed by 2006,¢.33,s.1.

(5) For the purposes of this Division,

(a) “taxable income earned in the year in Prince Edward Island” of a
corporation means its taxable income earned in the year in Prince
Edward Island as determined in accordance with Federal
Regulations made for the purposes of the definition “taxable income
earned in the year in a province” in subsection 124(4) of the Federal
Act; and

(b) “taxable income earned in the year in a province” is the amount
determined for the corporation for the taxation year for the purposes

28



Income Tax Act Cap. I-1

of the definition “taxable income earned in the year in a province” in
subsection 124(4) of the Federal Act. R.S.P.E.I. 1974, Cap. I-1, 5.35;
1982,¢.10,5.7; 1984,¢.8,s.5; 1990,¢.23,s.18; 2000,c.12,8.2;
2005,c.43,5.2; 2006,¢.33,s.1.

37.1 (1) Notwithstanding subsections 37(1) and (2), if in a taxation year
a corporation (other than a credit union or a corporation to which
subsection 137.1(9) of the Federal Act applies) is eligible for a deduction
under subsection 125(1) of the Federal Act, the tax payable by that
corporation under this Part for that taxation year is equal to the amount
determined by the formula

(A xBx C/D)+ (E x (C—-(Bx C/D)))
where
A 15 6.5%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the corporation for
the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a corporation’s taxation year
which begins on or after April 1, 2005 and ends before April 1, 2006.

(3) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2005 and part of which is on or after
April 1, 2005 but not after March 31, 2006, the tax payable for the
taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years,
the first ending on March 31, 2005 and the second beginning on
April 1, 2005;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(1) tax for the first notional taxation year in accordance with
subsection 37(2), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.1(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2005 and part of which is on or after
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April 1, 2006, the tax payable for the taxation year shall be calculated as
follows:
(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2005, the second beginning on April 1,
2005 and ending on March 31, 2006, and the third beginning on
April 1, 2006;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37(2),
(i1) tax for the second notional taxation year in accordance with
subsection 37.1(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.3(1);
(d) by adding together the amounts determined under paragraph (c).
2005,c.43,5.3; 2006,¢.33,s.2.

37.2 (1) Notwithstanding subsections 37(1) and (3), if in a taxation year
a credit union is eligible for a deduction under subsection 125(1) or
137(3) of the Federal Act, the tax payable by that credit union under this
Part for that taxation year is equal to the amount determined by the
formula

(AxBxC/D)+ (Ex (C-(Bx C/D)))
where
A 18 6.5%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a credit union’s taxation year
which begins on or after April 1, 2005 and ends before April 1, 2006.

(3) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2005 and part of which is on or after
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April 1, 2005 but not after March 31, 2006, the tax payable for the
taxation year shall be calculated as follows:
(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2005 and the second beginning on April 1,
2005;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37(3), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.2(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2005 and part of which is on or after
April 1, 2006, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2005, the second beginning on April 1,
2005 and ending on March 31, 2006, and the third beginning on
April 1, 2006;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(¢) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37(3),
(i1) tax for the second notional taxation year in accordance with
subsection 37.2(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.4(1);
(d) by adding together the amounts determined under paragraph (c).
2005,c.43,5.3; 2006,¢.33,s.3.

37.3 (1) Notwithstanding subsection 37(1), if in a taxation year a
corporation (other than a credit union or a corporation to which
subsection 137.1(9) of the Federal Act applies) is eligible for a deduction
under subsection 125(1) of the Federal Act, the tax payable by that
corporation under this Part for that taxation year is equal to the amount
determined by the formula

(A xBx C/D)+ (Ex (C—(Bx C/D)))
where
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A 15 5.4%;

B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the corporation for
the taxation year;

C is the corporation’s taxable income earned in the year in Prince
Edward Island;

D is the corporation’s taxable income earned in the year in a province;

E is 16%.

(2) Subsection (1) applies in respect of a corporation’s taxation year
which begins on or after April 1, 2006 and ends before April 1, 2007.

(3) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2006 but not before April 1, 2005
and part of which is on or after April 1, 2006 but not after March 31,
2007, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years,
the first ending on March 31, 2006 and the second beginning on
April 1, 2006;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(1) tax for the first notional taxation year in accordance with
subsection 37.1(1), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.3(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2006 and part of which is on or after
April 1, 2007, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2006, the second beginning on April 1,
2006 and ending on March 31, 2007, and the third beginning on
April 1, 2007;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.1(1),
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(i1) tax for the second notional taxation year in accordance with
subsection 37.3(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.5(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.4 (1) Notwithstanding subsection 37(1), if in a taxation year a credit
union is eligible for a deduction under subsection 125(1) or 137(3) of the
Federal Act, the tax payable by that credit union under this Part for that
taxation year is equal to the amount determined by the formula

(AxBx C/D)+ (E x (C— (B x C/D)))
where
A 15 5.4%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;
C s the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a credit union’s taxation year
which begins on or after April 1, 2006 and ends before April 1, 2007.

(3) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2006 but not before April 1, 2005
and part of which is on or after April 1, 2006 but not after March 31,
2007, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2006 and the second beginning on April 1,
2006;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.2(1), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.4(1);
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(d) by adding together the amounts determined under paragraph (c).

(4) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2006 and part of which is on or after
April 1, 2007, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2006, the second beginning on April 1,
2006 and ending on March 31, 2007, and the third beginning on
April 1, 2007;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.2(1),
(i) tax for the second notional taxation year in accordance with
subsection 37.4(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.6(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.5 (1) Notwithstanding subsection 37(1), if in a taxation year a
corporation (other than a credit union or a corporation to which
subsection 137.1(9) of the Federal Act applies) is eligible for a deduction
under subsection 125(1) of the Federal Act, the tax payable by that
corporation under this Part for that taxation year is equal to the amount
determined by the formula

(AxBxC/D)+ (Ex (C—(Bx C/D)))
where
A 15 4.3%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the corporation for
the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a corporation’s taxation year
which begins on or after April 1, 2007 and ends before April 1, 2008.
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(3) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2007 but not before April 1, 2006
and part of which is on or after April 1, 2007 but not after March 31,
2008, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years,
the first ending on March 31, 2007 and the second beginning on
April 1, 2007;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.3(1), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.5(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2007 and part of which is on or after
April 1, 2008, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2007, the second beginning on April 1,
2007 and ending on March 31, 2008, and the third beginning on
April 1, 2008;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.3(1),
(i1) tax for the second notional taxation year in accordance with
subsection 37.5(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.7(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.6 (1) Notwithstanding subsection 37(1), if in a taxation year a credit
union is eligible for a deduction under subsection 125(1) or 137(3) of the
Federal Act, the tax payable by that credit union under this Part for that
taxation year is equal to the amount determined by the formula

(A xBxC/D)+ (Ex (C—(Bx C/D)))
where
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A s 4.3%;

B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;

C s the corporation’s taxable income earned in the year in Prince
Edward Island;

D is the corporation’s taxable income earned in the year in a province;
and

E is 16%.

(2) Subsection (1) applies in respect of a credit union’s taxation year
which begins on or after April 1, 2007 and ends before April 1, 2008.

(3) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2007 but not before April 1, 2006
and part of which is on or after April 1, 2007 but not after March 31,
2008, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years,
the first ending on March 31, 2007 and the second beginning on
April 1, 2007,
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(1) tax for the first notional taxation year in accordance with
subsection 37.4(1), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.6(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2007 and part of which is on or after
April 1, 2008, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2007, the second beginning on April 1,
2007 and ending on March 31, 2008, and the third beginning on
April 1, 2008;

(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;

(c) by calculating
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(i) tax for the first notional taxation year in accordance with
subsection 37.4(1),
(i) tax for the second notional taxation year in accordance with
subsection 37.6(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.8(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.7 (1) Notwithstanding subsection 37(1), if in a taxation year a
corporation (other than a credit union or a corporation to which
subsection 137.1(9) of the Federal Act applies) is eligible for a deduction
under subsection 125(1) of the Federal Act, the tax payable by that
corporation under this Part for that taxation year is equal to the amount
determined by the formula

(AxBx C/D)+ (Ex (C—(Bx C/D)))
where
A 18 3.2%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the corporation for
the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a corporation’s taxation year
which begins on or after April 1, 2008 and ends before April 1, 2009.

(3) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2008 but not before April 1, 2007
and part of which is on or after April 1, 2008 but not after March 31,
2009, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2008 and the second beginning on April 1,
2008;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.5(1), and
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(i1) tax for the second notional taxation year in accordance with
subsection 37.7(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2008 and part of which is on or after
April 1, 2009, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2008, the second beginning on April 1,
2008 and ending on March 31, 2009, and the third beginning on
April 1, 2009;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.5(1),
(i1) tax for the second notional taxation year in accordance with
subsection 37.7(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.9(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.8 (1) Notwithstanding subsection 37(1), if in a taxation year a credit
union is eligible for a deduction under subsection 125(1) or 137(3) of the
Federal Act, the tax payable by that credit union under this Part for that
taxation year is equal to the amount determined by the formula

(AxBxC/D)+ (Ex (C—-(BxC/D)))

where

A 18 3.2%;

B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;

C s the corporation’s taxable income earned in the year in Prince
Edward Island;

D is the corporation’s taxable income earned in the year in a province;

and

E is 16%.
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(2) Subsection (1) applies in respect of a credit union’s taxation year

which begins on or after April 1, 2008 and ends before April 1, 2009.

(3) Where a credit union to which subsection (1) applies has a taxation

year part of which is before April 1, 2008 but not before April 1, 2007
and part of which is on or after April 1, 2008 but not after March 31,
2009, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2008 and the second beginning on April 1,
2008;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.6(1), and
(i) tax for the second notional taxation year in accordance with
subsection 37.8(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a credit union to which subsection (1) applies has a taxation

year part of which is before April 1, 2008 and part of which is on or after
April 1, 2009, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2008, the second beginning on April 1,
2008 and ending on March 31, 2009, and the third beginning on
April 1, 2009;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.6(1),
(i) tax for the second notional taxation year in accordance with
subsection 37.8(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.10(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.9 (1) Notwithstanding subsection 37(1), if in a taxation year a
corporation (other than a credit union or a corporation to which
subsection 137.1(9) of the Federal Act applies) is eligible for a deduction
under subsection 125(1) of the Federal Act, the tax payable by that
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corporation under this Part for that taxation year is equal to the amount
determined by the formula

(AxBxC/D)+ (Ex (C-(BxC/D)))
where
A is2.1%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the corporation for
the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a corporation’s taxation year
which begins on or after April 1, 2009 and ends before April 1, 2010.

(3) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2009 but not before April 1, 2008
and part of which is on or after April 1, 2009 but not after March 31,
2010, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years,
the first ending on March 31, 2009 and the second beginning on
April 1, 2009;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(1) tax for the first notional taxation year in accordance with
subsection 37.7(1), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.9(1);
(d) by adding together the amounts determined under paragraph (c).

(4) Where a corporation to which subsection (1) applies has a taxation
year part of which is before April 1, 2009 and part of which is on or after
April 1, 2010, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2009, the second beginning on April 1,
2009 and ending on March 31, 2010, and the third beginning on
April 1, 2010;
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(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.7(1),
(i) tax for the second notional taxation year in accordance with
subsection 37.9(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.11(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.10 (1) Notwithstanding subsection 37(1), if in a taxation year a credit
union is eligible for a deduction under subsection 125(1) or 137(3) of the
Federal Act, the tax payable by that credit union under this Part for that
taxation year is equal to the amount determined by the formula

(A xBx C/D)+ (Ex (C— (B x C/D)))
where
A is 2.1%;
B s the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (¢) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
E is 16%.

(2) Subsection (1) applies in respect of a credit union’s taxation year
which begins on or after April 1, 2009 and ends before April 1, 2010.

(3) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2009 but not before April 1, 2008
and part of which is on or after April 1, 2009 but not after March 31,
2010, the tax payable for the taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2009 and the second beginning on April 1,
2009;
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(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.8(1), and
(i) tax for the second notional taxation year in accordance with
subsection 37.10(1);
(d) by adding together the amounts determined under paragraph (c).

Idem (4) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2009 and part of which is on or after
April 1, 2010, the tax payable for the taxation year shall be calculated as
follows:

(a) by dividing the taxation year into three notional taxation years,
the first ending on March 31, 2009, the second beginning on April 1,
2009 and ending on March 31, 2010, and the third beginning on
April 1, 2010;
(b) by apportioning the taxable income earned in the taxation year
between the three notional taxation years proportionately according
to the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.8(1),
(i) tax for the second notional taxation year in accordance with
subsection 37.10(1), and
(iii) tax for the third notional taxation year in accordance with
subsection 37.12(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

Where corporation ~ 37.11 (1) Notwithstanding subsection 37(1), if in a taxation year a

ngii:;zsfgre;‘iﬂl()n corporation (other than a credit union or a corporation to which
subsection 137.1(9) of the Federal Act applies) is eligible for a deduction
under subsection 125(1) of the Federal Act, the tax payable by that
corporation under this Part for that taxation year is equal to the amount
determined by the formula

(AxBxC/D)+ (Ex (C-(BxC/D)))
where
A is 1.0%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the corporation for
the taxation year;
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C is the corporation’s taxable income earned in the year in Prince
Edward Island;

D is the corporation’s taxable income earned in the year in a province;
and

E is 16%.

(2) Subsection (1) applies in respect of a corporation’s taxation year Application
which begins on or after April 1, 2010.

(3) Where a corporation to which subsection (1) applies has a taxation Transitional
year part of which is before April 1, 2010, but not before April 1, 2009
and part of which is on or after April 1, 2010, the tax payable for the
taxation year shall be calculated as follows

(a) by dividing the taxation year into two notional taxation years,
the first ending on March 31, 2010 and the second beginning on
April 1, 2010;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(1) tax for the first notional taxation year in accordance with
subsection 37.9(1), and
(i1) tax for the second notional taxation year in accordance with
subsection 37.11(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.12 (1) Notwithstanding subsection 37(1), if in a taxation year a credit Where credit union
union is eligible for a deduction under subsection 125(1) or 137(3) of the Ell;fi‘:;:sfzre;x‘i'm

Federal Act, the tax payable by that credit union under this Part for that
taxation year is equal to the amount determined by the formula

(AxBx C/D)+ (E x (C—(Bx C/D)))
where
A s 1.0%;
B is the least of the amounts determined pursuant to paragraphs
125(1)(a), (b) and (c) of the Federal Act in respect of the credit union for
the taxation year, plus the amount, if any, by which the lesser of the
amounts determined pursuant to paragraphs 137(3)(a) and (b) of the
Federal Act exceeds paragraph 137(3)(c) of the Federal Act for the credit
union for the taxation year;
C is the corporation’s taxable income earned in the year in Prince
Edward Island;
D is the corporation’s taxable income earned in the year in a province;
and
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E is 16%.

(2) Subsection (1) applies in respect of a credit union’s taxation year
which begins on or after April 1, 2010.

(3) Where a credit union to which subsection (1) applies has a taxation
year part of which is before April 1, 2010 but not before April 1, 2009
and part of which is on or after April 1, 2010, the tax payable for the
taxation year shall be calculated as follows:

(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2010 and the second beginning on April 1,
2010;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating
(i) tax for the first notional taxation year in accordance with
subsection 37.10(1), and
(i) tax for the second notional taxation year in accordance with
subsection 37.12(1);
(d) by adding together the amounts determined under paragraph (c).
2006,c.33,s.4.

37.13 Notwithstanding subsections 37(1), (3), 37.2(1), (3), (4), 37.4(1),
(3), (4), 37.6(1), (3), (4), 37.8(1), (3), (4), 37.10(1), (3), (4) and 37.12(1),
(3), a corporation to which subsection 137.1(9) of the Federal Act
applies in a taxation year shall pay a tax under this Part equal to 7.5 per
cent of its taxable income earned in the year in Prince Edward Island.
2006,c.33,s.4.

Subdivision b - Manufacturing and Processing Profits Deduction

38. Where a portion of a corporation’s taxable income earned in the year
in Prince Edward Island is Canadian manufacturing and processing
profits (within the meaning assigned by subsection 125.1(3) of the
Federal Act), the corporation may deduct, from the amount of tax
otherwise payable by it under section 37, an amount determined by the
formula

AxBxC/D
where
A is 8.5%;
B is the lesser of the amounts determined under paragraph 125.1(1)(a)
or (b) of the Federal Act for the year in respect of the corporation;
C is the corporation's taxable income earned in the year in Prince
Edward Island; and
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D is the corporation's taxable income earned in the year in a province.
1984,c.8,5.6; 1990,¢.23,s.18; 2000,c.12,5.2.

38.1 Section 38 applies in respect of a corporation’s taxation year which
ends before April 1, 2005. 2005,¢.43,s.4.

38.2 Where a corporation has a taxation year part of which is before
April 1, 2005 and part of which is on or after April 1, 2005 the amount
that may be deducted by the corporation for the taxation year shall be
calculated as follows:
(a) by dividing the taxation year into two notional taxation years, the
first ending on March 31, 2005 and the second beginning on April 1,
2005;
(b) by apportioning the taxable income earned in the taxation year
between the two notional taxation years proportionately according to
the number of days in each;
(c) by calculating the appropriate deduction for the first notional tax
year in accordance with section 38 as it read on March 31, 2005.
2005,c.43,5.4.

Subdivision ¢ - Prince Edward Island
Corporate Investment Tax Credit

39. (1) There may be deducted from the tax otherwise payable under this
Act by a corporation for a taxation year an amount equal to the amount
of the corporation's investment tax credit at the end of the taxation year.

(2) In this section,

(a) “investment tax credit” of a corporation at the end of a taxation
year means the amount, if any, by which the aggregate of
(i) an amount equal to 10 per cent of the aggregate of all amounts
each of which is the capital cost to it of a qualified property
acquired by it in the year, determined without reference to
subsection 13(7.1) of the Federal Act,
(i1) an amount equal to 10 per cent of the aggregate of all amounts
each of which is the capital cost to it of a qualified property
acquired by it in any of the seven taxation years immediately
preceding or the three taxation years immediately following that
year, determined without reference to subsection 13(7.1) of the
Federal Act,
(iii) an amount equal to the aggregate of all amounts each of
which is an amount required by subsection (3) or (4) to be added
in computing its investment tax credit at the end of the year, and
(iv) the aggregate of all amounts each of which is an amount
required by subsection (3) or (4) to be added in computing its
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investment tax credit at the end of any of the seven taxation years
immediately preceding or the three taxation years immediately
following that year,

exceeds

(v) the aggregate of all amounts each of which is that portion of
the amount deducted under subsection (1) from the tax otherwise
payable under this Act by the corporation for a preceding taxation
year that is in respect of property acquired in the year or in the
seven taxation years immediately preceding or the two taxation
years immediately following the year;

(b) “manufacturing or processing” has the meaning assigned by
subsection 125.1(3) of the Federal Act and includes “qualified
activities” as defined by Federal regulations made for the purposes
of the definition “Canadian manufacturing and processing profits” in
subsection 125.1(3) of the Federal Act;

(c) “qualified property” of a corporation means property that is
prescribed machinery and equipment prescribed for the purposes of
paragraph (b) of the definition “qualified property” in subsection
127(9) of the Federal Act acquired by the corporation after 1992,
that has not been used, or acquired for use or lease, for any purpose
whatever before it was acquired by the taxpayer and that is
(1) to be used by the corporation in Prince Edward Island
primarily for the purpose of manufacturing or processing of goods
for sale or lease, or
(ii) to be leased by the corporation to a lessee (other than a person
exempt from tax under section 149 of the Federal Act) who can
reasonably be expected to use the property in Prince Edward
Island primarily for the purpose of manufacturing or processing
of goods for sale or lease, but this subparagraph does not apply in
respect of property that is machinery and equipment unless the
property is leased by the corporation in the ordinary course of
carrying on a business in Prince Edward Island and the principal
business of the corporation is manufacturing property that it sells
or leases.

(3) Where in a particular taxation year of a corporation which is a

beneficiary under a trust, an amount would, if the trust were a taxpayer,
be determined in respect of the trust under subclause (2)(a)(i) or (iii) for
its taxation year ending in that particular taxation year, the portion of that
amount that may, having regard to all the circumstances including the
terms and conditions of the trust, reasonably be considered to be the
corporation's share thereof, shall be added in computing the investment
tax credit of the corporation at the end of that particular taxation year.
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(4) Where, in a particular taxation year of a corporation which is a
member of a partnership an amount would, if the partnership were a
taxpayer, be determined in respect of the partnership under subclause
(2)(a)(i) or (iii) for its taxation year ending in that particular taxation
year, the portion of that amount that may reasonably be considered to be
the corporation's share thereof shall be added in computing the
investment tax credit of the corporation at the end of that particular
taxation year.

(5) Where after 1992 there has been an amalgamation within the
meaning of subsection 87(1) of the Federal Act, for the purposes only of
determining the investment tax credit of the new corporation for any
taxation year preceding any taxation year of the new corporation, the
new corporation shall be deemed to be the same corporation as, and a
continuation of, each such predecessor corporation.

(6) Where after 1992 there has been a winding-up to which subsection
88(1) of the Federal Act applies, for the purposes only of determining the
investment tax credit of the parent for any taxation year preceding any
taxation year of the parent, the parent shall be deemed to be the same
corporation as, and a continuation of, the subsidiary.

(7) A corporation may renounce its investment tax credit on or before
the time on or before which the corporation is required to file its return
of income for the year pursuant to section 150 of the Federal Act and,
where the corporation so renounces entitlement to that credit, the
corporation shall be deemed for all purposes never to have received, to
have been entitled to receive or to have had a reasonable expectation of
receiving that credit. 1984,c.8,s.6; 1990,¢.23,s.18; 2000,c.12,5.2.

Subdivision d - Foreign Tax Deduction

40. (1) Where the income for a taxation year of a corporation that
maintained a permanent establishment in Prince Edward Island at any
time in the taxation year includes income described in subparagraph
126(1)(b)(i) of the Federal Act from sources in a country other than
Canada (in this section referred to as “foreign investment income”) and
where the corporation may claim a deduction under subsection 126(1) of
the Federal Act in respect of the foreign investment income, the
corporation may deduct from the tax for the year otherwise payable
under this Act an amount equal to the lesser of
(a) 16% of the product of
(1) the foreign investment income of the corporation for the year
from sources in the country, and
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(ii) that proportion that the corporation’s taxable income earned in

the year in Prince Edward Island is of the corporation’s taxable

income earned in the year; and
(b) that proportion of the amount by which such part of any non-
business-income tax paid by the corporation for the year to the
government of a country other than Canada, except any such tax or
part thereof that may reasonably be regarded as having been paid in
respect of income from a share of the capital stock of a foreign
affiliate of the corporation, exceeds the amount deductible by the
corporation under subsection 126(1) of the Federal Act that

(i) the corporation’s taxable income earned in the year in Prince

Edward Island,
is of
(i1) the corporation’s taxable income earned in the year in a
province.
Application of (2) Where the income of a corporation for a taxation year includes
subsection (1) income from sources in more than one country other than Canada,

subsection (1) shall be read as providing for separate deductions in
respect of each of the countries other than Canada. R.S.P.E.I. 1974, Cap.
I-1, s.36; 1990,¢.23,5.19; 1993,c.11,5.17; 2000,c.12,s.2; 2003,c.12,5.12;
2005,¢.10,s.3.

Subdivision e - Capital Gains Refund to Mutual Fund Corporation

Capital gains refund  41. (1) Where an amount is to be refunded to a corporation in respect of
tc‘(’)r‘;;‘;:i‘llofl“:g p a taxation year, pursuant to section 131 of the Federal Act, the Minister
investment shall, subject to subsection (2), at such time and in such manner as is
corporation provided in that section, refund to the corporation an amount (in this
section referred to as its “capital gains refund” for the year) equal to the
lesser of
(a) that proportion of the amount of the refund for the year
calculated under subsection 131(2) of the Federal Act that
(i) the percentage referred to in subsection 37(1) for the year,
is of
(i1) the percentage referred to in paragraph (b) of the description
of A in the formula in the definition “refundable capital gains tax
on hand” in subsection 131(6) of the Federal Act for the year; and
(b) the capital gains tax payable by the corporation for the year.

Income earned (2) For the purpose of computing the capital gains refund under
‘é‘ﬁﬁifl’ S:]qu subsection (1) for a corporation in respect of a taxation year, where
(a) the corporation's taxable income earned in the year in Prince
Edward Island,
is less than
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(b) the corporation's taxable income for the year,
the refund shall be that proportion of the capital gains refund for the
year, otherwise determined under subsection (1), that the amount
determined under clause (a) is of the amount determined under clause

(b).

(3) Instead of making a refund that might otherwise be made under
subsection (1), the Minister may, where the corporation is liable or about
to become liable to make any payment under this Act, apply the amount
that would otherwise be refunded to that other liability and notify the
corporation of that action. R.S.P.EI. 1974, Cap. I-1, s.37;
1990,¢.23,5.20; 1993,¢.11,5.17; 2000,¢.12,s.2.

DIVISION D - DEDUCTIONS AVAILABLE TO ALL
TAXPAYERS

Political Contributions

42. (1) In this section

(a) “candidate” means a person who has been officially nominated
as a candidate pursuant to the Election Act R.S.P.E.I. 1988, Cap. E-
1.1;

(b) “donation in kind” means any property other than money given
or provided to or for the benefit of a recognized party or a candidate
without compensation from the recognized party or candidate, and
includes services of an employee of the taxpayer provided to a
recognized party or a candidate without compensation from the
recognized party or candidate;

(c) “recognized party” means a political party registered under
section 24 of the Election Act.

(2) In respect of the aggregate amount of contributions, other than
donations in kind, made by a taxpayer to candidates and recognized
parties during the taxation year, that taxpayer may deduct from the
amount of tax which that taxpayer would otherwise be required to pay
under this Act an amount equal to

(a) 75% of the aggregate amount contributed if the aggregate
amount contributed does not exceed $100;
(b) $75 plus 50% of the amount by which the aggregate amount
contributed exceeds $100 but does not exceed $550; or
(c) the lesser of
(1) $300 plus 33 1/3 % of the amount by which the aggregate
amount contributed exceeds $550, and
(i) $500,
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or the amount of the tax payable, whichever is the lesser.

(3) Payment of each amount that is included in the aggregate amount
of contributions in respect of which a deduction is claimed under
subsection (2) shall be proved by filing with the Minister receipts
containing prescribed information, signed by the official agent of the
recognized party or the official agent of the candidate, as the case may
be.

(4) Where a person was, at the end of a taxation year of a partnership,
a member of the partnership, that person's share of any amount
contributed by the partnership in that taxation year that would, if the
partnership were a person, be a contribution referred to in subsection (2),
shall, for the purposes of subsection (2), be deemed to be a contribution
by the taxpayer in the taxpayer’s taxation year in which the taxation year
of the partnership ended. R.S.P.E.I. 1974, Cap. I-1, s.38; 1982,c.10,s.8;
1985,c.24,s.1; 1987,c.34,5.11; 1990,c.23,s.21; 1993,c.11,5.17;
2000,c.1,s.20; 2000,c.12,s.2; 2003,c.10,s.13.

DIVISION E - RETURNS, ASSESSMENTS,
PAYMENT AND APPEALS

43. Subsection 70(7), except the portion thereof that is after paragraph
(a) thereof, sections 150,150.1 and 151 and subsections 152(1) to (3.1)
and (4) to (9), 153(1) to (3) and 156.1(4) of the Federal Act apply for the
purposes of this Act. 1984,c.8,5.7; 1990,c.23,s.22; 1993,c.11,5.17;
2000,c.12,s.2.

44, When a collection agreement is in effect, notwithstanding that the
normal reassessment period for a taxpayer in respect of a taxation year
has elapsed, if the tax payable under Part I of the Federal Act by the
taxpayer for the year is reassessed, the Provincial Treasurer shall
reassess, make additional assessments or assess tax, interest or penalties,
as the circumstances require. R.S.P.E.I. 1974, Cap. I-1, s.39;
1990,c.23,5.23; 1993,¢.29,s.4; 2000,c.1,s.21; 2000,c.12,s.2.

45, Section 155 of the Federal Act applies for the purpose of this Act.
R.S.P.E.I. 1974, Cap. I-1, s.40; 1975,¢.27,s.5; 1983,c.1,5.6; 1986,c.5,5.2;
1990,c.23,5.24; 2000,c.12,s.2.

46. (1) Section 156 of the Federal Act applies for the purpose of this Act.

(2) Where, because of subsection 156.1(2) or (3) of the Federal Act, no
instalment is required to be made under section 155 or 156 of the Federal
Act by an individual for a particular taxation year, the requirements for
payment of instalments under section 45 and subsection (1) do not apply
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to the individual for that year. R.S.P.E.L
1990,¢.23,5.24; 2000,c.12,5.2.

1974, Cap. I-1, s.4l;

47. (1) Subsections 157(1),(2),(2.1) and (4) of the Federal Act apply for
the purposes of this Act.

(2) Where a collection agreement is in effect, a corporation that pays
amounts in respect of a taxation year computed pursuant to
subparagraphs 157(1)(a)(i),(ii) or (iii) of the Federal Act and that is
required to make payments pursuant to subsection 157(1) of the Federal
Act, as it applies for the purposes of this Act, shall pay amounts in
respect of the year computed pursuant to the same subparagraph as it
applies for the purposes of this Act. R.S.P.E.I. 1974, Cap. I-1, s.42;
1982,¢.10,5.9; 1990,¢.23,5.24; 2000,c.12,5.2.

48. Subsection 70(2), paragraphs 104(23)(d) and (e), sections 158,159
and 160, subsections 160.1(1),(3) and (4), sections 160.2 and 160.3, and
subsections 161(1) to (7),(9) and (11) of the Federal Act apply for the
purposes of this Act. R.S.P.E.I. 1974, Cap. I-1, 5.43; 2000,c.12,s.2.

49. In applying subsection 160.1(1) of the Federal Act for the purposes
of this Act, “refund” includes a refund that arises by reason of a
provision of this Act
(a) that allows a taxpayer to deduct an amount from the tax payable
pursuant to this Act; or
(b) that deems an amount to have been paid by a taxpayer as or on
account of the tax payable pursuant to this Act by the taxpayer.
R.S.P.E.I. 1974, Cap. I-1, 5.44; 1990,c.23,5.25; 2000,c.12,s.2.

50. (1) Where an individual is deemed under subsection 161(4) of the
Federal Act to be liable, in respect of tax payable under Part I of the
Federal Act for a taxation year, to pay a part or instalment computed by
reference to an amount described in paragraph 161(4)(a),(b) or (c) of the
Federal Act, notwithstanding subsection 161(4) of the Federal Act, as it
applies for the purposes of this Act, the individual is deemed for the
purposes of subsection 161(2) of the Federal Act, as it applies for the
purposes of this Act, to be liable to pay, in respect of tax payable under
this Act for the year, a part or instalment computed by reference to the
same paragraph, as it applies for the purposes of this Act.

(2) Where an individual is deemed under subsection 161(4.01) of the
Federal Act to be liable, in respect of tax payable under Part I of the
Federal Act for a taxation year, to pay a part or instalment computed by
reference to an amount described in paragraph 161(4.01)(a),(b),(c) or (d)
of the Federal Act, notwithstanding subsection 161(4.01) of the Federal
Act, as it applies for the purposes of this Act, the individual is deemed
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for the purposes of subsection 161(2) of the Federal Act, as it applies for
the purposes of this Act, to be liable to pay, in respect of tax payable
under this Act for the year, a part or instalment computed by reference to
the same paragraph, as it applies for the purposes of this Act. R.S.P.E.IL.
1974, Cap. I-1, 5.45; 1990,c.23,5.26; 1993,c.11,s.18; 2000,c.12,s.2.

51. Subsections 162(1) to (3),(5),(7) and (11) and section 235 of the
Federal Act apply for the purposes of this Act. R.S.P.E.I. 1974, Cap. I-1,
s.46; 1990,c.23,s.27; 1993,¢.11,5.19; 2000,c.1,s.23; 2000,c.12,s.2.

52. Subsection 163(1), subsection 163(2) as it would apply without the
references to subsection 120(2) of the Federal Act therein, and
subsections 163(2.1),(3) and (4) of the Federal Act apply for the
purposes of this Act. R.S.P.E.I. 1974, Cap. I-1, 5.47; 2000,c.12,s.2.

53. Section 163.1 of the Federal Act applies for the purposes of this Act.
RS.P.EIL 1974, Cap. I-1, s.48; 1990,c.23,5.28; 1993,c.29,5.4;
2000,c.12,s.2.

54. (1) Subsections 164(1) to (1.31) and (1.5),(2) and (3) to (7) of the
Federal Act apply for the purposes of this Act.

(2) Where a collection agreement is in effect and by reason of a
decision referred to in subsection 164(4.1) of the Federal Act a
repayment of tax, interest or penalties pursuant to that Act for a taxation
year is made to a taxpayer or any security accepted pursuant to that Act
for such tax, interest or penalties is surrendered to the taxpayer,
subsection 164(4.1) of the Federal Act, as it applies for the purposes of
this Act, applies to any overpayment of tax, interest or penalties pursuant
to this Act for the year that arises by reason of the decision. R.S.P.E.I.
1974, Cap. I-1, 5.49; 1993,c.11,s.20; 2000,c.12,s.2.

55. Sections 165,166.1 and 166.2 of the Federal Act apply for the
purposes of this Act. R.S.P.E.I. 1974, Cap. I-1, s.50; 1993,c.11,s.20;
2000,c.12,5.2.

DIVISION F -APPEALS TO THE SUPREME COURT
OF PRINCE EDWARD ISLAND

56. (1) Section 169 of the Federal Act applies for the purposes of this
Act.

(2) An appeal from an assessment under this Act may be taken in
respect of any question relating,
(a) in the case of an individual, to the determination of
(1) the individual's residence for the purposes of this Act,
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(i1) the individual's income earned in the taxation year in Prince
Edward Island, as defined in clause 6(c), and the individual's
income for the year, as defined in clause 6(e),
(iii) the amount of tax payable for a taxation year to the extent
that tax payable is based on the tax payable under the Federal Act
for that year, as defined in clause 6(g), and the amount of tax
payable for a taxation year to the extent that tax payable is based
on the individual's taxable income under the Federal Act for that
year, or
(iv) any credit against, or deduction from, tax payable by the
individual under this Act as provided for in this Act; and
(b) in the case of a corporation, to the determination of
(1) its taxable income earned in the year in Prince Edward Island,
as defined in subsection 37(5), or
(i1) the amount of tax payable for a taxation year based on the
taxable income of the corporation for that year,
but no appeal from an assessment lies in respect of the computation of
the tax payable under the Federal Act, as defined in clause 6(g), of the
taxable income of an individual or of the taxable income of a
corporation.

(3) An appeal to the Court shall be instituted by serving upon the
Provincial Treasurer a notice of appeal in duplicate in prescribed form
and by filing a copy thereof with the registrar of the Court or the local
registrar of the Court for the county or district in which the taxpayer
resides.

(4) A notice of appeal shall be served upon the Provincial Treasurer by
being sent by registered mail addressed to the deputy head.

(5) The taxpayer appealing shall set out in the notice of appeal a
statement of the allegations of fact, the statutory provisions and the
reasons that the taxpayer intends to submit in support of the taxpayer's
appeal.

(6) The taxpayer appealing shall pay to the registrar of the Court a fee
of $15 upon the filing of the copy of the notice of appeal with the
registrar. R.S.P.E.I. 1974, Cap. I-1, s.51; 1979,c.9,s.5; 1983,c.1,5.6;
1986,¢.5,s.2; 1990,c.23,5.29; 1993,c.11,5.21; 1993,¢.29,5.4;
2000,c.1,s.24; 2000,c.12,8.2.

57. (1) The Provincial Treasurer shall, within sixty days from the day the
notice of appeal is received, or within such further time as the Court or a
judge thereof may either before or after the expiration of that time allow,
serve on the appellant and file in the Court a reply to the notice of appeal
admitting or denying the facts alleged and containing a statement of such
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further allegations of fact and of such statutory provisions and reasons as
the Provincial Treasurer intends to rely on.

(2) The Court or a judge may, in the Court's or the judge's discretion,
strike out a notice of appeal or any part thereof for failure to comply with
subsection 56(5) and may permit an amendment to be made to a notice of
appeal or a new notice of appeal to be substituted for the one struck out.

(3) The Court or a judge may, in the Court's or the judge's discretion,
(a) strike out any part of a reply for failure to comply with this
section or permit the amendment of a reply; and
(b) strike out a reply for failure to comply with this section and order
a new reply to be filed within a time to be fixed by the order.

(4) Where a notice of appeal is struck out for failure to comply with
subsection 56(5) and a new notice of appeal is not filed as and when
permitted by the Court or a judge, the Court or a judge thereof may, in
the Court's or the judge's discretion, dispose of the appeal by dismissing
1t.

(5) Where a reply is not filed as required by this section or is struck out
under this section and a new reply is not filed as ordered by the Court or
a judge within the time ordered, the Court may dispose of the appeal
without notice or after a hearing on the basis that the allegations of fact
contained in the notice of appeal are true. R.S.P.E.I. 1974, Cap. I-1, s.52;
2000,c.1,5.26; 2000,¢.12,s.2.

58. (1) Upon the filing of the material referred to in sections 56 and 57,
the matter is deemed to be an action in the Court and, unless the Court
otherwise orders, ready for hearing.

(2) Any fact or statutory provision not set out in the notice of appeal or
reply may be pleaded or referred to in such manner and upon such terms
as the Court may direct. 1978,c.11,s.3; 1997,c.20,5.3; 2000,c.1,5.27;
2000,c.12,s.2.

59. Sections 166,167,171,179 and 179.1 of the Federal Act apply for the
purposes of this Act. R.S.P.E.I. 1974, Cap. I-1, s.53; 2000,c.1,s.28;
2000,c.12,s.2.

60. Except as provided in regulations prescribed by the Lieutenant
Governor in Council, the practice and procedure of the Court apply to
every matter deemed to be an action under section 58, and every
judgment and order given or made in every such action may be enforced
in the same manner and by the like process as a judgment or order given
or made in an action commenced in the Court. R.S.P.E.I. 1974, Cap. I-1,
s.54; 1990,¢.23,s.30; 1993,¢.29,s.4; 2000,c.12,s.2.
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PART 111 - ADMINISTRATION AND ENFORCEMENT
Administration

61. Sections 220,221.1,224,225.1 and 225.2 of the Federal Act apply for
the purposes of this Act. R.S.P.E.I. 1974, Cap. I-1, 5.55; 2000,c.12,s.2.

62. Where, under the Financial Administration Act (Canada),
(a) remission is granted to any individual of any tax, interest, or
penalty payable under the Federal Act; and
(b) any tax, interest, or penalty was paid by the individual under this
Act in respect of the same circumstances that gave rise to the
remission granted under the Financial Administration Act (Canada),
the Provincial Treasurer may, if the Provincial Treasurer considers
that the circumstances are sufficiently similar and that a remission of
an amount payable under this Act should be granted either for the
relief of extreme hardship, the taxpayer experienced financial
setback coupled with extenuating circumstances or because the
individual received incorrect advice from the Canada Customs and
Revenue Agency,
(c) grant remission of all or any part of any tax, interest, or penalty
paid under this Act; and
(d) authorize the repayment to the individual of any amount remitted
in accordance with this section. R.S.P.E.I. 1974, Cap. I-1, 5.56;
1990,¢.23,5.31; 1993,¢.29,s.4; 2000,c.1,5.29; 2000,c.12,s.2.

63. (1) The Lieutenant Governor in Council may make regulations
(a) prescribing anything that, by this Act, is to be prescribed or is to
be determined or regulated by regulation;
(b) providing in any case of doubt, the circumstances in which, and
the extent to which, the Federal Regulations apply; and
(c) generally to carry out the purposes and the provisions of this Act.

(2) Except to the extent that they are inconsistent with any regulations
made under subsection (1) or are expressed by any regulation made
under subsection (1) to be inapplicable, the Federal Regulations made
under subsection 221(1) of the Federal Act apply mutatis mutandis for
the purposes of this Act with respect to all matters enumerated in that
subsection.

(3) No regulation made under this Act or under the Federal Act where
it is applicable mutatis mutandis has effect for the purposes of this Act
until it has been published in the Gazette of Prince Edward Island or the
Canada Gazette, as the case may be, but, when so published, a regulation
shall, if it so provides, be effective with reference to a period before it
was published. R.S.P.E.I. 1974, Cap. I-1, 5.57; 2000,c.12,s.2.
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Enforcement

64. Section 222 of the Federal Act applies for the purposes of this Act.
2000,c.12,s.2.

65. (1) Subsection 223(1), except paragraphs (b),(b.1),(c) and (d)
thereof, and subsections 223(2) to (4) of the Federal Act apply for the
purposes of this Act.

(2) Where a collection agreement is in effect, subsection (1) does not
apply, but the Minister may proceed pursuant to section 223 of the
Federal Act for the purpose of collecting any amount payable pursuant to
this Act by a taxpayer. 2000,c.12,s.2.

66. The Provincial Treasurer may issue a warrant directed to the sheriff
of any county or district in which any property of the taxpayer is located
or situate, for the amount of tax, interest and penalty, or any of them,
owing by the taxpayer, together with interest thereon from the date of the
issue of the warrant and the costs, expenses and poundage of the sheriff,
and such warrant shall have the same force and effect as a writ of
execution issued out of the Court. 2000,c.12,s.2.

67. Section 224.2 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

68. Section 224.3 of the Federal Act applies for the purposes of this Act.
2000,c.12,s.2.

69. Section 225 of the Federal Act applies for the purposes of this Act.
2000,c.12,s.2.

70. Section 226 of the Federal Act applies for the purposes of this Act.
2000,c.12,s.2.

71. (1) Subsections 227(1) to (5.2),(8),(8.2) to (9),(9.2), and (9.4) to (13)
of the Federal Act apply for the purposes of this Act.

(2) The Provincial Treasurer may assess

(a) any person for any amount that has been deducted or withheld by
that person pursuant to this Act or a regulation or pursuant to a
provision of the Federal Act or of the Federal Regulations that
applies for the purpose of this Act; and

(b) any person for any amount payable by that person pursuant to
subsection 224(4) or (4.1), section 227.1 or 235 of the Federal Act,
as they apply for the purpose of this Act, or section 75,
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and, where the Provincial Treasurer sends a notice of assessment to that
person, sections 43 and 48 to 60 are applicable with such modifications
as the circumstances require.

(3) Notwithstanding any other provision of this Act or any other
enactment, the penalty for failure to remit an amount required to be
remitted by a person on or before the day prescribed in the Federal
Regulations made for the purposes of subsection 153(1) of the Federal
Act, as both those regulations and that subsection apply for the purposes
of this Act, shall, unless the person required to remit the amount has,
knowingly or under circumstances that amount to gross negligence,
delayed in remitting the amount or has, knowingly or under
circumstances that amount to gross negligence, remitted an amount less
than the amount required to be remitted, apply only to the amount by
which the total of all amounts so required to be remitted on or before that
day exceeds $500. 2000,c.12,s.2.

72. Section 227.1 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

73. Section 230 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

74. (1) Sections 231 to 231.5 of the Federal Act apply for the purpose of
this Act.

(2) Sections 232,233 and 236 of the Federal Act apply for the purpose
of this Act. 2000,¢c.12,s.2.

75. (1) Every person who fails to comply with a regulation made under
paragraphs 221(1)(d) or (e) of the Federal Act as it applies by virtue of
subsection 63(2) is liable in respect of each failure to so comply to a
penalty of $10 a day for each day of default but not exceeding in all
$2,500.

(2) Every person who fails to comply with a regulation made under
section 63 or incorporated by reference by virtue of subsection (2)
thereof is liable to a penalty of $10 a day for each day of default but not
exceeding in all $2,500. 2000,c.12,s.2.

Offences

76. (1) Every person who fails to file a return as and when required by or
pursuant to this Act or a regulation, or by or pursuant to a provision of
the Federal Act or of the Federal Regulations as the provision applies for
the purpose of this Act, or who fails to comply with any of subsections
153(1),227(5) and 230(3),(4) and (6) and sections 231 to 231.5 and 232
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of the Federal Act, as it applies for the purpose of this Act, or with an
order made pursuant to subsection (2), is guilty of an offence and, in
addition to any penalty otherwise provided, is liable on summary
conviction to

(a) a fine of not less than $1,000 and not more than $25,000; or

(b) both the fine referred to in clause (a) and imprisonment for a

term not exceeding twelve months.

(2) Subsection 238(2) of the Federal Act applies for the purpose of this
Act.

(3) Where a person is convicted pursuant to this section for failure to
comply with a provision of this Act or a regulation or a provision of the
Federal Act or of the Federal Regulations that applies, for the purpose of
this Act, that person is not liable to a penalty pursuant to subsection
227(8),(8.5),(9) or (9.5) of the Federal Act, as those subsections apply
for the purpose of this Act, or pursuant to section 51 or 75 for the same
failure unless that person was assessed for that penalty or that penalty
was demanded from that person before the information or complaint
giving rise to the conviction was laid or made. 2000,c.12,s.2.

77. Subsections 239(1) and (1.1) of the Federal Act apply for the purpose
of this Act. 2000,c.12,s.2.

78. Where a collection agreement is entered into and proceedings under
section 238 or 239 of the Federal Act are taken against any person, the
Minister may take or refrain from any action against such person
contemplated by section 76 or 77, as the case may be. 2000,c.12,s.2.

79. (1) Every person who, while employed in the administration of this
Act,
(a) knowingly communicates or knowingly allows to be
communicated to any person not legally entitled thereto any
information obtained by or on behalf of the Provincial Treasurer for
the purposes of this Act;
(b) knowingly allows any person not legally entitled thereto to
inspect or to have access to any book, record, writing, return or other
document obtained by or on behalf of the Provincial Treasurer for
the purposes of this Act; or
(¢) knowingly uses, other than in the course of that person's duties in
connection with the administration or enforcement of this Act, any
information obtained by or on behalf of the Provincial Treasurer for
the purposes of this Act,
is guilty of an offence and liable on summary conviction to a fine not
exceeding $5,000 or to imprisonment for a term not exceeding twelve
months or to both a fine and imprisonment.

58



Income Tax Act Cap. I-1

(2) Subsection (1) does not apply to the communication of information
between
(a) the Minister of National Revenue for Canada and the Provincial
Treasurer of Prince Edward Island; or
(b) the Provincial Treasurer of Prince Edward Island or the Minister
of National Revenue for Canada, acting on behalf of Prince Edward
Island, and the provincial treasurer, provincial secretary-treasurer, or
minister of finance of the government of
(1) an agreeing province, or
(i1) a non-agreeing province, as defined in clause 89(1)(c), to
which an adjusting payment may be made under subsection 89(2).
2000,c.12,s.2.

80. Section 242 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

81. Section 243 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

Procedure and Evidence

82. (1) Subsections 244(1) to (5),(7) to (11),(13) to (18), and (20) to (22)
of the Federal Act apply for the purpose of this Act.

(2) Judicial notice shall be taken of
(a) all orders or regulations made under this Act; and
(b) a collection agreement entered into under this Act or any
agreement for the collection by Canada of the tax imposed under the
income tax statute of an agreeing province,
without such orders, regulations or agreements being specially pleaded
or proven.

(3) For the purpose of this Act, anything sent by first-class mail or its
equivalent is deemed to have been received by the person to whom it is
sent on the day that it was mailed except that a remittance of an amount
deducted or withheld as required by this Act or a regulation or by a
provision of the Federal Act or of the Federal Regulations that applies
for the purpose of this Act, as it applies for the purpose of this Act, is
deemed to have been remitted on the day it is received by the Provincial
Treasurer.

(4) A document purporting to be a collection agreement entered into
under this Act or an agreement with Canada for the collection of tax
imposed under the income tax statute of an agreeing province that is

(a) published in the Canada Gazette; or
(b) certified as such by or on behalf of
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(1) the Provincial Treasurer, or
(i1) the provincial treasurer, the provincial secretary-treasurer or
the minister of finance of the appropriate agreeing province,

shall be received as prima facie evidence of the contents thereof.

(5) Every certificate by the Provincial Treasurer as to
(a) a taxpayer's tax payable under the Federal Act, as defined in
clause 6(g);
(b) a taxpayer's income for the year, as defined in clause 6(e); or
(c) the taxable income of a corporation,
is prima facie evidence that a taxpayer's tax payable under the Federal
Act, a taxpayer's income for the year or the taxable income of a
corporation, as the case may be, is in the amount set out therein.

(6) Where a collection agreement is entered into, any document or
certificate that is executed or issued by the Minister, the Commissioner
of Customs and Revenue, or an official of the Canada Customs and
Revenue Agency on behalf or in place of the Provincial Treasurer, the
Provincial Treasurer's deputy or an officer of the Provincial Treasurer's
Department, is deemed, for all purposes of this Act, to be executed or
issued by the Provincial Treasurer, the Provincial Treasurer's deputy or
an officer of the Provincial Treasurer's Department, as the case may be.

(7) Where no collection agreement is entered into, a reference in this
section to the Royal Canadian Mounted Police shall be construed as a
reference to the police force carrying out the duties of a provincial police
in Prince Edward Island. 2000,c.12,s.2.

83. Section 245 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

84. Section 246 of the Federal Act applies for the purpose of this Act.
2000,c.12,s.2.

PART IV - COLLECTION OF TAX
Subdivision a - Collection Agreement

85. (1) The Provincial Treasurer of Prince Edward Island, with the
approval of the Lieutenant Governor in Council, may, on behalf of the
Government of the Province of Prince Edward Island, enter into a
collection agreement with the Government of Canada pursuant to which
the Government of Canada will collect taxes payable under this Act on
behalf of Prince Edward Island and will make payments to Prince
Edward Island in respect of the taxes so collected, in accordance with
such terms and conditions as the collection agreement prescribes.
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(2) The Provincial Treasurer of Prince Edward Island, with the
approval of the Lieutenant Governor in Council, may, on behalf of the
Government of the Province of Prince Edward Island enter into an
agreement amending the terms and conditions of a collection agreement
entered into pursuant to subsection (1).

(3) When a collection agreement is in effect, the Minister of National
Revenue for Canada, on behalf of, or as agent for, the Provincial
Treasurer of Prince Edward Island, is hereby authorized to employ all the
powers, to perform all the duties, and to exercise any discretion that the
Provincial Treasurer of Prince Edward Island or the deputy head has
under this Act, including the discretion to refuse to permit the production
in judicial or other proceedings in Prince Edward Island of any document
that it is not, in the opinion of the Minister of National Revenue for
Canada, in the interests of public policy to produce.

(4) When a collection agreement is in effect, the Commissioner of
Customs and Revenue may

(a) employ all the powers, perform the duties and exercise any
discretion that the Minister has under subsection (3) or otherwise
under this Act; and
(b) designate officers of the Canada Customs and Revenue Agency
to carry out such functions, duties and powers as are similar to those
that are exercised by them on behalf of the Commissioner of
Customs and Revenue under the Federal Act. 2000,c.12,s.2.

Payments on Account

86. (1) A collection agreement may provide that where a payment is
received by the Minister or Receiver General of Canada on account of
tax payable by a taxpayer for a taxation year under this Act, the Federal
Act or an income tax statute of another agreeing province, or under any
two or more of such Acts or statutes, the payment so received may be
applied by the Minister towards the tax payable by the taxpayer under
any such Act or statute in such manner as may be specified in the
agreement, notwithstanding that the taxpayer directed that the payment
be applied in any other manner or made no direction as to its application.

(2) Any payment or part thereof applied by the Minister in accordance
with a collection agreement towards the tax payable by a taxpayer for a
taxation year under this Act

(a) relieves the taxpayer of liability to pay such tax to the extent of
the payment or part thereof so applied; and

(b) is deemed to have been applied in accordance with a direction
made by the taxpayer. 2000,c.12,s.2.
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Deductions at Source

87. When a collection agreement is in effect and an amount is remitted to
the Provincial Treasurer pursuant to subsection 153(1) of the Federal
Act, as it applies for the purpose of this Act, on account of the tax of an
individual who is resident on the last day of the taxation year in another
agreeing province,
(a) no action lies for recovery of such amount by that individual; and
(b) the amount may not be applied in discharge of any liability of
that individual under this Act. 2000,c.12,s.2.

88. (1) When a collection agreement is in effect, an individual resident in
Prince Edward Island on the last day of the taxation year is not required
to remit any amount on account of tax payable by the individual under
this Act for the taxation year to the extent of the amount deducted or
withheld on account of the individual's tax for that year under the income
tax statute of another agreeing province.

(2) Where the total amount deducted or withheld on account of tax
payable under this Act and under the income tax statute of another
agreeing province by an individual resident in Prince Edward Island on
the last day of the taxation year to whom subsection (1) applies exceeds
the tax payable by the individual under this Act for that year, the
provisions of the Federal Act that apply for the purposes of this Act
because of section 54 apply in respect of such individual as though the
excess were an overpayment under this Act. 2000,c.12,s.2.

Subdivision b - Non-agreeing Provinces

89. (1) In this section,

(a) “adjusting payment” means a payment, calculated in accordance
with this section, made by or on the direction of Prince Edward
Island to a non-agreeing province;

(b) “amount deducted or withheld” does not include any refund
made in respect of that amount; and

(c) “non-agreeing province” means a province that is not an agreeing
province.

(2) Where, in respect of a taxation year a non-agreeing province is
authorized to make a payment to Prince Edward Island that, in the
opinion of the Provincial Treasurer, corresponds to an adjusting
payment, the Lieutenant Governor in Council may authorize the
Provincial Treasurer to make an adjusting payment to that non-agreeing
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province and enter into any agreement that may be necessary to carry out
the purpose of this section.

(3) When a collection agreement is in effect, an adjusting payment that
may be made pursuant to subsection (2) may be made by the
Government of Canada, where it has agreed to act on the direction of
Prince Edward Island, as communicated by the Provincial Treasurer for
Prince Edward Island to the Minister of National Revenue for Canada.

(4) The adjusting payment to be made under this section shall be in an
amount that is equal to the aggregate of the amounts deducted or
withheld under subsection 153(1) of the Federal Act, as it applies for the
purpose of this Act, in respect of the tax payable for a taxation year by
individuals who

(a) file returns under the Federal Act;
(b) are taxable thereunder in respect of that year; and
(c) are resident on the last day of that year in the non-agreeing
province to
which the adjusting payment is to be made.

(5) Where an adjusting payment is to be made to a non-agreeing
province and there has been an amount deducted or withheld under
subsection 153(1) of the Federal Act, as it applies for the purpose of this
Act, on account of the tax for a taxation year of an individual who is
taxable under the Federal Act in respect of that year and who is resident
on the last day of that taxation year in the non-agreeing province,

(a) no action lies for the recovery of such amount by that individual;
and

(b) the amount may not be applied in discharge of any liability of
that individual under this Act.

(6) Where an adjusting payment to a non-agreeing province is to be
made under this section for a taxation year, an individual resident in
Prince Edward Island on the last day of the taxation year is not required
to remit any amount on account of income tax payable, or that might
have been payable, by the individual under this Act for the taxation year
to the extent of the amount deducted or withheld on account of the
individual's income tax for that year under the law of that non-agreeing
province.

(7) Where an adjusting payment to a non-agreeing province is to be
made under this section for a taxation year and the total amount deducted
or withheld on account of the tax payable under this Act and on account
of the income tax payable under the law of the non-agreeing province by
an individual resident in Prince Edward Island on the last day of the
taxation year to whom subsection (6) applies exceeds the tax payable by
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the individual under this Act for that year, the provisions of the Federal
Act that apply for the purposes of this Act because of section 54 apply in
respect of such individual as though the excess were an overpayment
under this Act.

(8) When a collection agreement is in effect and the Government of
Canada has agreed in respect of a taxation year to carry out the direction
of Prince Edward Island and to make an adjusting payment on behalf of
Prince Edward Island, the adjusting payment

(a) shall be made out of any moneys that have been collected on
account of tax under this Act for any taxation year; and
(b) shall be the amount calculated by the Minister to be the amount
required to be paid under subsection (4),
and the payment thereof discharges any obligation the Government of
Canada may have with respect to the payment to Prince Edward Island of
any amount deducted or withheld under subsection 153(1) of the Federal
Act, as it applies for the purpose of this Act, to which subsection (5)
applies. 2000,c.12,s.2.

Subdivision ¢ - Reciprocal Enforcement of Judgments

90. (1) A judgment of a superior court of an agreeing province under that
province's income tax statute, including any certificate registered in such
superior court in a manner similar to that provided in subsection 65(2),
may be enforced in the manner provided in the Reciprocal Enforcement
of Judgments Act R.S.P.E.I. 1988, Cap. R-6.

(2) For the purposes of subsection (1), where a judgment of a superior
court of an agreeing province is sought to be registered under the
Reciprocal Enforcement of Judgments Act, such judgment shall be
registered, notwithstanding that it is established that one or more of the
provisions of section 3 of that Act apply.

(3) For the purposes of subsection (1), the Lieutenant Governor in
Council may make regulations to enable the enforcement of judgments in
respect of taxes in agreeing provinces to be enforced in Prince Edward
Island. 2000,c.12,s.2.

91. Subsections 15(3) to (5), 18(3), (3.1), and (4) of this Act are deemed
to have come into force on January 1, 2001. 2000,c.12,s.2; 2004,¢.39,s.3.
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