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I * Agency du Canada SCHEDULE 23

Code 0601
AGREEMENT AMONG ASSOCIATED CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO

ALLOCATE THE BUSINESS LIMIT (2006 and later tax years)

* For use by a Canadian-controlled private corporation (CCPC) to identify all associated corporations and to assign a percentage for each associated

corporation.

This percentage will be used to allocate the business limit for purposes of the small business deduction. Information from this schedule will

also be used to determine the date the balance of tax is due and to calculate the reduction to the business limit.
« An associated CCPC that has more than one tax year ending in a calendar year, is required to file an agreement for each tax year ending in that calendar

year.

Column 1: Enter the legal name of each of the corporations in the associated group. Include non-CCPCs and CCPCs that have filed an election under
subsection 256(2) of the Income Tax Act (ITA) not to be associated for purposes of the small business deduction.

Column 2: Provide the Business Number for each corporation (if a corporation is not registered, enter "NR").

Column 3: Enter the association code that applies to each corporation:
1 — Associated for purposes of allocating the business limit (unless code 5 applies)
2 — CCPC that is a "third corporation" that has elected under subsection 256(2) not to be associated for purposes of the small business deduction
3 — Non-CCPC that is a "third corporation" as defined in subsection 256(2)
4 — Associated non-CCPC
5 — Associated CCPC to which code 1 does not apply because of a subsection 256(2) election made by a "third corporation”

Column 4: Enter the business limit for the year of each corporation in the associated group. The business limit is computed at line 4 on page 4 of each
respective corporation's T2 return.

Column 5: Assign a percentage to allocate the business limit to each corporation that has an association code 1 in column 3. The total of all
percentages in column 5 cannot exceed 100%.

Column 6: Enter the business limit allocated to each corporation by multiplying the amount in column 4 by the percentage in column 5. Add all business

— Allocating the business limit

limits allocated in column 6 and enter the total at line A. Ensure that the total at line A falls within the range for the calendar year to which the
agreement applies:

Calendar year Acceptable range
2004 $225,001 to $250,000
2005 $250,001 to $300,000
2006 maximum $300,000
2007 $300,001 to $400,000

If the calendar year to which this agreement applies is after 2007, ensure that the total at line A does not exceed $400,000.
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Business limit reduction under subsection 125(5.1) of the ITA

Total A

The business limit reduction is calculated in the small business deduction area of the T2 return. One of the factors used in this calculation is the "Large
corporation amount" at line 415 of the T2 return. If the corporation is a member of an associated group** of corporations in the current tax year, the
amount at line 415 of the T2 return is equal to 0.225% x (A - $10,000,000) where, "A" is the total of taxable capital employed in Canada*** of each
corporation in the associated group for its last tax year ending in the preceding calendar year.

* Each corporation will enter on line 410 of the T2 return, the amount allocated to it in column 6. However, if the corporation’s tax year is less than
51 weeks, prorate the amount in column 6 by the number of days in the tax year divided by 365, and enter the result on line 410 of the T2 return.

Special rules apply if a CCPC has more than one tax year ending in a calendar year and is associated in more than one of those years with another
CCPC that has a tax year ending in the same calendar year. In this case, the business limit for the second (or subsequent) tax year(s) will be equal
to the lesser of the business limit determined for the first tax year ending in the calendar year and the business limit determined for the second (or
subsequent) tax year(s) ending in the same calendar year.

** The associated group includes the corporation filing this schedule and each corporation that has an "association code" of 1 or 4 in column 3.
*** "Taxable capital employed in Canada" has the meaning assigned by subsection 181.2(1) or 181.3(1) or section 181.4 of the ITA.
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