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CGA-CANADA ADVANCED PERSONAL & CORPORATE TAXATION [TX2] EXAMINATION December 2012 Marks



Time: 4 Hours Notes: 1. 2. 3. 4.



20



This examination is based on the Canadian Income Tax Act (ITA) and its Regulations consolidated to July 2011. To clarify your answers, you may reference them to the applicable provisions of the ITA and its Regulations (except for Question 1, which is a multiple-choice question). Round all calculations to the nearest dollar. All calculations must be shown in an orderly manner to obtain full marks.



Question 1 Select the best answer for each of the following unrelated items. Answer each of these items in your examination booklet by giving the number of your choice. For example, if the best answer for item (a) is (1), write (a)(1) in your examination booklet. If more than one answer is given for an item, that item will not be marked. Incorrect answers will be marked as zero. Marks will not be awarded for explanations. Note: 2 marks each



a.



John is a shareholder of a corporation. On July 15, 2011, he received a shareholder loan of $100,000 from the corporation. The corporation has a June 30 year end. When is the latest date that he can repay the loan to not have subsection 15(2) apply? 1) 2) 3) 4)



June 30, 2012 July 15, 2012 April 30, 2013 June 30, 2013



b. A testamentary trust was created upon Jane’s death last year for the benefit of her spouse and children. Which of the following statements is true? 1) 2) 3) 4) c.



The trust must have a December 31 year end. The trust will have the same graduated tax rates as would an individual. The trust must file its tax return by April 30 of the following year. The trust never needs to gross up the dividend from Canadian companies.



On September 22, 2010, Mary settled a trust for the benefit of her spouse and 6-year old daughter. She settled the trust with shares of a Canadian public company worth $150,000. Mary’s father is the trustee. Which of the following statements is false? 1) The trust will be subject to a 29% federal tax rate on income earned by the trust and not distributed to the beneficiaries. 2) Mary cannot rely on any tax deferred provisions in the Income Tax Act to defer any capital gains on the transfer of the public company shares. 3) The trust is not entitled to a deduction in computing its income for amounts paid to Mary’s daughter, as her daughter is under the age of 18. 4) The trust must file a tax return by March 31, 2011.
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d. Julia died on February 15, 2011 at the age of 60. Julia and her spouse did not carry on a business. By what date must the executor of her estate file Julia’s final tax return? 1) 2) 3) 4) e.



Which of the following types of income cannot be considered as being rights or things for which a taxpayer may file a separate return? 1) 2) 3) 4)



f.



February 15, 2012 April 30, 2012 June 15, 2012 August 15, 2012



Unpaid employment bonus owing on the date of death for periods prior to death Dividends declared and payable but not paid on the date of death Rents owing on the date of death but not received, if cash accounting is used Interest income accrued on the date of death on certificates of deposit



Which of the following is not relevant in calculating the adjusted cost base (ACB) of a partnership interest? 1) 2) 3) 4)



Non-taxable portion of the capital gain earned by the partnership Charitable donations to registered charities made by the partnership Drawings made by the partners Interest on borrowed money used to purchase the interest in a partnership



g. In 2011, George sold his general partnership interest for $50,000. His partnership interest cost base was $–20,000. He incurred legal fees of $5,000 as part of the transaction. What is the taxable capital gain that he must recognize resulting from the disposition of the partnership interest? 1) 2) 3) 4)



$12,500 $25,000 $32,500 $65,000



h. Malcolm transferred land to his wholly-owned corporation using section 85. The land has fair market value of $52,000 and ACB of $50,000. As consideration for the transfer, the corporation assumed a mortgage of $10,000 on the land, and Malcolm received $40,000 in cash and $2,000 in common shares. Which of the following represents the ACB of the common shares issued on the transfer if the elected amount is $50,000? 1) 2) 3) 4) i.



ACB = $0 ACB = $2,000 ACB = $40,000 ACB = $42,000



Which of the following statements best describes a situation that would influence a purchaser’s decision regarding whether to acquire the shares or the assets of the targeted business? 1) 2) 3) 4)



The vendor corporation has a significant non-capital loss carryforward. The vendor corporation has a significant net capital loss. The majority shareholder of the vendor corporation is a non-resident. The vendor corporation has a significant cash balance.
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j.



Dongmei owns all the common shares of Maximum Speed Ltd. (MSL). MSL has only one class of shares. Dongmei originally capitalized MSL with $300,000 in 2007. In 2009, MSL made a reduction of capital of $50,000, and paid Dongmei that amount. In 2011, the shares of MSL were valued at $650,000. Dongmei decided to redeem 50% of her shares. What is the tax consequence to Dongmei on the redemption of the shares? 1) 2) 3) 4)



28



Capital gain of $300,000 Deemed dividend of $400,000 and capital gain of $0 Deemed dividend of $200,000 and capital gain of $0 Deemed dividend of $200,000 and capital loss of $125,000



Question 2 Max owns all the common shares of Power Ltd. (PL), a Canadian-controlled private corporation in the business of distributing energy drinks. Max incorporated PL ten years ago. He wants to sell the business and has received two offers. One offer is from a non-resident individual to purchase the shares of PL for $800,000 cash. The second offer is from a Canadian public company to purchase the business assets of the company for $1,345,000 cash, with the purchase price as follows: Assets (offer 2)



Purchase Price



Accounts receivable (net) Inventory Equipment Building Land Goodwill Total



$ 125,000 340,000 145,000 250,000 400,000 85,000 $ 1,345,000



He plans to wind up and dissolve the corporation on December 31, 2011, after the asset sale. The additional information that you have been given is as follows: 1. PL has a June 30 year end and the sale will take place on July 1, 2011. 2. The cost amounts for the assets and liabilities are as follows on June 30, 2011: Assets



Cost Amount



Accounts receivable (no allowance) Inventory Equipment UCC (cost = $180,000) Building UCC (cost = $235,000) Land Goodwill Liabilities



$ 130,000 250,000 120,000 175,000 300,000 Nil (230,000)



3. The paid-up capital and adjusted cost base of PL’s common shares is $30,000. The capital dividend account before the sale of the business is $35,000. The refundable dividend tax on hand (RDTOH), as at June 30, 2011, is $50,000. PL has never generated a general rate income pool. 4. The buyer and vendor agree to elect under section 22 of the Income Tax Act.
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5. PL’s tax rates are as follows:   



13.5% on active business income up to $500,000 26.5% on active business income above $500,000 41.67% on aggregate investment income, including a 6 2/3% additional refundable tax



6. Max’s personal marginal tax rate is 43.7% on regular income, 22% on eligible dividends, and 33% on non-eligible dividends. 7. Max has used all of his capital gains deduction in a previous sale of a qualified small business corporation. Required 20



a.



Identify which offer Max should accept. Provide detailed calculations to support your answer.



4



b. Compute the after-tax proceeds on the sale of the shares, assuming that Max did not use any of his capital gains exemption in the past and that PL qualifies as a qualified small business corporation. Further assume that all or substantially all of PL’s assets were used in an active business carried on primarily in Canada for the past 24 months prior to the date of sale.



4



c.



14



You are a CGA advising Max. In your discussion with the buyer, you discovered that the buyer intends to move the business outside of Canada shortly after acquiring it from Max, resulting in a loss of 20 jobs in Canada. Discuss your course of action from a professional ethics perspective.



Question 3 Marcus and Sean are equal partners in a real estate partnership, MS Real Estate (MSRE). They both initially contributed $100,000, five years ago. They agree to share equally the profit and loss of MSRE. MSRE distributed cash to Marcus and Sean of $50,000 each in 2011. The income statement for MSRE for the year ended December 31, 2011 is as follows: MS REAL ESTATE Income Statement year ended December 31, 2011 Sales Operating expenses Capital cost allowance Salaries to employees Donation to registered charities Gym membership for the partners Meals and entertainment Interest income Capital gains on sale of marketable securities Dividend from Canadian public companies Net income before taxes



$ 340,000 $ 35,000 60,000 15,000 3,000 25,000



138,000 202,000 7,500 42,000 20,000 $ 271,500



Required 7



a.



Compute the portion of MSRE’s income for tax purposes that should be allocated to Sean.



7



b. Compute the adjusted cost base of Sean’s partnership interest as at January 1, 2012, assuming that Sean’s adjusted cost base of his partnership interest was $93,000 at the beginning of the year. Continued...
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Question 4 Grace has been personally carrying on a business of distributing children toys, Gracious Enterprises (GE). She is worried about the high cost of the business liability insurance and wants to incorporate her business by transferring the business to a newly-formed corporation in which she will be the sole shareholder. Grace does not want to pay any tax on the transfer and is seeking your advice. She wants to have the company assume the maximum liabilities of GE without triggering any immediate income tax. She would also like to have new debts issued to her from the corporation without triggering any income tax. In preparation for the transfer, Grace has hired an independent valuator to appraise her business. The valuator advised that the business assets of GE are worth $900,000 without the assumption of the liabilities. The balance sheet of GE as at September 30, 2011, is as follows: GRACIOUS ENTERPRISES Balance Sheet September 30, 2011



Assets Cash Accounts receivable — net1 Inventory Speculative land in Burnaby Equipment2 Computer3 Land Building4 Liabilities and owner’s equity Accounts payable Debt Owner’s equity



Book Value



FMV



$ 20,000 135,000 56,000 105,000 45,000 3,000 50,000 45,000 $ 459,000



$ 20,000 111,000 89,000 300,000 20,000 1,000 87,000 85,000 $ 713,000



$ 68,000 154,000 237,000 $ 459,000



Notes 1 2 3 4



Accounts receivable face value is $140,000. Reserve for bad debt expense is $5,000. The UCC of the equipment is $30,000 and the original cost was $65,000. The UCC of the computer is $0 and the original cost was $6,000. The UCC of the building is $58,000 and the original cost was $73,000.



Required 19



4



a.



With respect to the assets of GE, recommend to Grace how best to transfer the assets to the corporation in order to minimize any income tax on the transfer. Your advice should include a detailed discussion of tax consequences of the assets to be transferred to the corporation using the various tax-deferred provisions and the assets that should not be transferred to the corporation.



b. Based on your answers in part (a), compute the adjusted cost base and the paid-up capital of the common shares that Grace will receive from the corporation.
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Question 5 In 2010, Jenny Pretzel Ltd. (JPL), a Canadian-controlled private corporation in the business of making and distributing pretzels, made a loan of $500,000 to Jenny, the principal shareholder. The loan was made on March 15, 2010, and Jenny used the proceeds of the loan to acquire a house in Vancouver in the same neighbourhood that she used to live in. The loan bears no interest and is repayable over 20 years in equal instalments on each anniversary date. The prescribed rate for the loan in 2010 and 2011 is 1%. Ignore any sales tax implications. JPL has a June 30 taxation year end. Required 8



a.



Assume that JPL does not provide these types of housing loans to any employees. Discuss the income tax consequences to Jenny on receiving the $500,000 loan from JPL for the 2010 and 2011 tax years. Determine the amounts, if any, that should be included in Jenny’s income when filing her personal income tax return for the 2010 and 2011 taxation years.



7



b. Assume that JPL does have a policy of providing these types of housing loans to all its employees under similar terms and conditions, and some employees have taken these types of loans out before. Discuss the income tax consequences to Jenny on receiving the $500,000 loan from JPL for the 2010 and 2011 tax years. Determine the amounts, if any, that should be included in her income when filing her personal income tax returns for the 2010 and 2011 taxation years. END OF EXAMINATION



100
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ADVANCED PERSONAL & CORPORATE TAXATION [TX2] EXAMINATION



TX2 Before starting to write the examination, make sure that it is complete and that there are no printing defects. This examination consists of 6 pages. There are 5 questions for a total of 100 marks.



READ THE QUESTIONS CAREFULLY AND ANSWER WHAT IS ASKED.



To assist you in answering the examination questions, CGA-Canada includes the following glossary of terms. Glossary of Assessment Terms Adapted from David Palmer, Study Guide: Developing Effective Study Methods (Vancouver: CGA-Canada, 1996). Copyright David Palmer. Calculate



Compare



Contrast



Criticize



Define



Describe Design



Determine



Diagram



Discuss



Evaluate



Mathematically determine the amount or number, showing formulas used and steps taken. (Also Compute). Examine qualities or characteristics that resemble each other. Emphasize similarities, although differences may be mentioned. Compare by observing differences. Stress the dissimilarities of qualities or characteristics. (Also Distinguish between) Express your own judgment concerning the topic or viewpoint in question. Discuss both pros and cons. Clearly state the meaning of the word or term. Relate the meaning specifically to the way it is used in the subject area under discussion. Perhaps also show how the item defined differs from items in other classes. Provide detail on the relevant characteristics, qualities, or events. Create an outcome (e.g., a plan or program) that incorporates the relevant issues and information. Calculate or formulate a response that considers the relevant qualitative and quantitative factors. Give a drawing, chart, plan or graphic answer. Usually you should label a diagram. In some cases, add a brief explanation or description. (Also Draw) This calls for the most complete and detailed answer. Examine and analyze carefully and present both pros and cons. To discuss briefly requires you to state in a few sentences the critical factors. This requires making an informed judgment. Your judgment must be shown to be based on knowledge and information about the subject. (Just stating your own ideas is not sufficient.) Cite authorities. Cite advantages and limitations.



Explain



In explanatory answers you must clarify the cause(s), or reasons(s). State the “how” and “why” of the subject. Give reasons for differences of opinions or of results. To explain briefly requires you to state the reasons simply, in a few words. Identify Distinguish and specify the important issues, factors, or items, usually based on an evaluation or analysis of a scenario. Illustrate Make clear by giving an example, e.g., a figure, diagram or concrete example. Interpret Translate, give examples of, solve, or comment on a subject, usually making a judgment on it. Justify Prove or give reasons for decisions or conclusions. List Present an itemized series or tabulation. Be concise. Point form is often acceptable. Outline This is an organized description. Give a general overview, stating main and supporting ideas. Use headings and sub-headings, usually in point form. Omit minor details. Prove Establish that something is true by citing evidence or giving clear logical reasons. Recommend Propose an appropriate solution or course of action based on an evaluation or analysis of a scenario. Relate Show how things are connected with each other or how one causes another, correlates with another, or is like another. Review Examine a subject critically, analyzing and commenting on the important statements to be made about it. State Clearly provide a position based on an evaluation, e.g., Agree/Disagree, Correct/Incorrect, Yes/No. (Also Indicate) Summarize Give the main points or facts in condensed form, like the summary of a chapter, omitting details and illustrations. Trace In narrative form, describe progress, development, or historical events from some point of origin.



CGA-CANADA ADVANCED PERSONAL & CORPORATE TAXATION [TX2] EXAMINATION December 2012 SUGGESTED SOLUTIONS Marks 20



Time: 4 Hours Question 1 Note: 2 marks each



Sources: a.



4) Topic 1.2 (Level 1); ITA subsections 15(2) and 15(2.6)



b. 2) Topics 9.1 and 9.3 (Level 1); ITA subsections 104(2), 104(23), and 117(2) c.



3) Topics 9.1 and 9.3 (Level 1); ITA section 104



d. 2) Topic 8.6 (Level 1); ITA paragraph 150(1)(b) e.



4) Topic 8.1 (Levels 1 and 2); ITA subsections 70(2) and 70(3.1)



f.



4) Topic 7.3 (Level 1); ITA section 96 and paragraphs 53(1)(c) and 53(1)(e)



g. 3) Topics 7.2 and 7.3 (Level 1); ITA section 96, paragraphs 53(1)(c) and 53(1)(e), and subsection 40(3.1) 50% × (50 000 + 20 000 – 5 000) = $32,500 h. 1) Topic 2.7 (Level 1); ITA subsection 85(1) i.



1) Topics 6.1, 6.2, and 6.3 (Levels 1 and 2)



j.



3) Topics 1.4 and 1.5 (Level 1); ITA subsection 84(3)
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Question 2 a. Offer 1: sale of shares Proceeds of disposition Adjusted cost base Capital gain Taxable capital gain Personal tax @ 43.7% Net proceeds



$ 800,000 30,000 770,000 385,000 168,245 $ 631,755



Offer 2: sale of assets Cost Amount



Assets



$ Accounts receivable (no allowance) Inventory Equipment UCC (Cost = $180,000) Building UCC (Cost = $235,000) Land Goodwill Liabilities



FMV $



ABI $



$



130,000 250,000



125,000 340,000



(5,000) 90,000



120,000



145,000



25,000



175,000 300,000 NIL (230,000)



250,000 400,000 85,000 (230,000)



60,000



Income tax on ABI @ 13.5% Income tax on AII @ 41.67% Refundable dividend tax on hand After-tax cash available for distribution Less paid-up capital Deemed dividend — s. 84(2) Less capital dividend — s. 83(2) Taxable dividend Non-eligible dividend Tax on non-eligible dividend @ 33% After-tax proceeds



AII



RDTOH



$ 50,000 $ 35,000



7,500 50,000



7,500 50,000 42,500



$ 57,500



50,000 $ 135,000



42,500



$212,500 (28,688) (23,960) 65,333 1,127,685 (A) (30,000) 1,097,685 (135,000) $ 962,685 $ 962,685 (317,686) (B) $ 809,999 (A – B)



CDA



15,333 $ 65,333



Therefore, offer 2 should be accepted because the after-tax proceeds are greater. Capital gain Proceeds Less deemed dividend Adjusted proceeds of disposition Less ACB Capital gain 4



$ 1,127,685 1,097,685 30,000 30,000 $ —



b. Capital gains exemption Proceeds of disposition Adjusted cost base Capital gain Capital gains exemption Capital gains after exemption Taxable capital gain Personal tax @ 43.7% Net after-tax proceeds



$ 800,000 (C) 30,000 770,000 750,000 20,000 10,000 4,370 (D) $ 795,630 (C – D) Continued...
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c.



Your professional duty should include disclosing your discussion with the buyer to your client. It is up to your client whether he wants to sell the business or not. You do not have a professional duty to protect jobs in Canada. This is solely a business decision. It is not your professional duty to advise the client not to proceed with the transaction because you feel that protecting jobs in Canada is important.



Question 3 a. Net income per financial statement Add (deduct): Donations 50% meals and entertainment Gym memberships for partners 50% of the capital gains Net income for tax purposes Sean’s share of the partnership income @ 50%



7



b. Sean’s ACB at the beginning of the year Add (deduct): Sean’s share of the partnership income Non-taxable portion of the capital gain Drawings Charitable donations Sean’s ACB at January 1, 2012



$ 271,500 15,000 12,500 3,000 (21,000) $ 281,000 $ 140,500 $ 93,000 140,500 10,500 (Sean’s share) (50,000) (7,500) (Sean’s share) $ 186,500
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Question 4 a. Note that the speculative land should not be transferred to the corporation as it is not needed by the corporation. In addition, it is a property that does not qualify for section 85. Assets transferred to corporation without using section 85 Asset 1



Cash Accounts receivable2 Equipment3



Tax Amount



FMV



Assumed Debt



$ 20,000 140,000 30,000 $ 190,000



$ 20,000 111,000 20,000 $ 151,000



$ 20,000 111,000 20,000 $ 151,000



Total debt is $222,000 and the debt assumed above is $151,000, which means there is still $71,000 of debt to assume. Notes: 1 2



3



Cash is not eligible for section 85, but this does not matter as there is no income to defer. An election under section 22 would yield a better result. GE can recognize a business loss of $140,000 – $111,000 = $29,000. However, the reserve of $5,000 must be included in income. The net result, a business loss of $24,000, is recognized on the transfer. There is no income to defer as the transfer results in a terminal loss of $10,000 that is deemed to be nil under 13(21.2), and Grace is deemed to continue to hold a property whose value is $10,000, which she will be able to continue to amortize.



Assets transferred to corporation using section 85



Asset Inventory Computer1 Land Building Goodwill2



Tax Amount



FMV



$ 56,000



$ 89,000 1,000 87,000 85,000 187,000 $ 449,000



50,000 58,000 $ 164,000



Elected Amount



Assumed Debt — Boot



$ 56,000 1 50,000 58,000 1 $ 164,002



$ 56,000



New Debt — Boot $



15,000



35,000 58,000



$ 71,000



$ 93,000



Common Shares — FMV $ 33,000 1,000 37,000 27,000 187,000 $ 285,000



Notes: 1 2



4



Since the UCC is nil, Grace has to elect at $1, and this would result in $1 of income on the transfer. Since the tax amount is nil, Grace should elect at $1. This would result in a $1 gain inclusion, of which 50% (3/4 × 2/3) is taxable.



b. ACB of the new common shares Elected amount Less non-share considerations ACB of the new common shares PUC of the new common shares Increase in legal stated capital (LSC) of the common shares Less PUC reduction Increase in LSC $ 285,000 Elected amount less boot 2 PUC of the new common shares



$ 164,002 164,000 $ 2



$ 285,000



$



284,998 2
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Question 5 a. Subsection 15(2) should apply to Jenny as she is a shareholder of JPL and has become indebted to JPL during the year, unless she meets one of the exceptions [such as subsections 15(2.3), 15(2.4) or 15(2.6)]. The exception in subsection 15(2.6) should not apply on 19/20 of the loan because this amount will remain outstanding for more than one year after the end of the taxation year of JPL (by June 30, 2011). The exception in subsection 15(2.3) should not apply as JPL is not in the business of lending money. The exception in subsection 15(2.4) should not apply as it is reasonable to conclude that Jenny received the loan qua shareholdings rather than qua employee [paragraph 15(2.4)(e)], even though she used the borrowed money to purchase a dwelling for personal use. The conclusion is that $475,000 of the $500,000 loan should be included in Jenny’s income in 2010. Filing issues At the end of 2010, it is unknown whether the loan would be repaid and whether the exception under subsection 15(2.6) could apply. So the loan amount of $500,000 does not have to be included in income for 2010 at the time of filing the 2010 return. If the loan amount is not included in income, then imputed interest under subsection 80.4(2) should be computed and the imputed interest should be included in Jenny’s property income under subsection 15(9). Imputed interest 2010 March 15 to December 31 (all the same prescribed interest) = $500,000 × 1% × (292/365) = $4,000. When it is concluded that subsection 15(2) will apply, then Jenny needs to file an amended tax return for 2010 to include $475,000 in her income and remove 19/20 of the $4,000 imputed interest, as there is no imputed interest benefit on the portion to which subsection 15(2) applies [paragraph 80.4(3)(b)].
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b. Subsection 15(2.4) should apply to provide Jenny with an exception to subsection 15(2) for the following reasons:   



Jenny used the borrowed money to purchase a home [paragraph 15(2.4)(b)]. It is reasonable that she receive the loan in her capacity as an employee as the loans are available to other employees [paragraph 15(2.4)(e)]. At the time the loan was made, bona fide arrangements were made to repay the loan within a reasonable time (loan is repayable over 20 years) [paragraph 15(2.4)(f)] — similar to a mortgage on a house.



In this respect, subsection 15(2) should not apply. So the $500,000 loan will not be added to her income for 2010, and she will not be allowed to deduct the payments under 20(1)(j). However, since the loan is non interest bearing, the imputed interest under subsection 80.4(1) or 80.4(2) should apply. Imputed interest 2010 March 15 to December 31 (all the same prescribed interest) = $500,000 × 1% × (292/365) = $4,000 So the income inclusion is $4,000 and this amount is required to be included in her 2010 tax return. Imputed interest 2011 January 1 to March 15 (all the same prescribed interest) = $500,000 × 1% × (74/365) March 16 to December 31 (all the same prescribed interest) = $475,000 × 1% × (291/365) Total imputed interest



$ 1,014 3,787 $ 4,801



This amount is required to be included in her 2011 tax return. END OF SOLUTIONS



100
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CGA-CANADA ADVANCED PERSONAL & CORPORATE TAXATION [TX2] EXAMINATION December 2012 EXAMINER’S COMMENTS



General comments Like many taxation examinations, the results were polarized; candidates either did really well or not so well. Many candidates did not answer the questions and many times they simply stated the law without applying the law to the specific facts at hand. These candidates had difficulty when the answers involved a more detailed calculation.



Specific Comments Question 1 Multiple choice (Level 1) Overall, the candidates did well on the multiple choice questions. Candidates understood the general tax consequences. Question 2 Selling a business and winding up a company (Level 1) Generally, this question was done well. The candidates understood the tax consequences of selling the business assets and winding up the company. Common mistakes candidates made were miscalculating aggregate investment income (AII) and the tax rate to apply on the AII. Question 3 Partnerships (Level 1) Generally, this question was done well. Common mistakes included errors in adjusting for the capital gains and charitable donations. Question 4 Incorporation (Level 1) Generally, many candidates had poor results with this question. Most candidates stated that the elected amount under section 85 should be the cost amount, but this did not apply to all the assets transferred. Common mistakes included not computing and transferring the goodwill, not identifying that land inventory cannot be transferred under section 85, not identifying that cash, accounts receivable, and the equipment should not be transferred under section 85, and miscalculating how much non-share consideration to take back. Question 5 Shareholder loan (Level 1) Generally, the candidates understood the provisions of section 15. However, many candidates miscalculated the imputed interest benefit in both parts (a) and (b). For part (b), many candidates did not provide sufficient reasoning on why section 15 did not apply.
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Julia died on February 15, 2011 at the age of 60. ... what date must the executor of her estate file Julia's final tax return? .... They both initially contributed $100,000, five years ago. They agree to share equally the profit and loss of MSRE. 
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