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THE TAXATION OF PROFESSIONAL INCOME IN CANADA

Taxpayers in ‘the Canadian professiops haQe expressed
their opinions, individually, and througﬁ their.professional
associationﬁ, that they are unfairly taxed under present
taxation legislation. While they are able to deduct the
expenses incurred to earn their professiona} income, they
would like ta be placed on an equal tax basis with merchants
and other taxpayers in the service industries who are able

o

to incorporate and take advantage of certain tax concessions

available to corporate taxpayers.

The British Columbia government enacted the.Profe-
ssional Corperations Act in 1870 which'gave the option of
incorporation to éll taxpayers who previously, due to either
law, tradition, or their professional code of ethics were
unable to incorporate. Confusion arose as to.whethef the
Department of NatibnaIvR&&enue would recognize professional
corporations and the British Columbia Act was éubéequently

suspended(

The Canadiah»taxatioh sYstem has been intenéively
investigated in recent years and extensive émendments héve |
been proposéd.by the government. To achieve equity Canédian
professionals sbouid be subject to the same tax burden as other

Canadian businesses.



il

Professional incorporation should not ﬁe permitted
due to the ethical problehs it would raise. Instead profe-
ssiéhalsbshould be given‘the option under‘thé Income Tax Act
of having tﬁeir income taxed at corporate rates: and in addition
being able to take.aavanfage of the. other tax'planning
mechanisms presently available to corporations. Equity
'will thus be established between takpayers in the professioﬁs

and other Canadian businesses.
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THE TAXATION OF PROFESSIONAL INCOME IN CANADAl

I. INTRODUCTION
A. PURPOSE OF THE THESIS

This thesié‘will analyze thé taxatiqn of profe-
ssional income in Canada. This subject is éf current interest
.-due to three recent developments in the Canadian taxation |
system. The first of these dévelopments occurred on November
7, 1969 when the Honourable E. J. Benson,.Minister of Finance,
presented a government white paper on tax reform to.the
Canadian House of Commons. The second development was the
enactment of the Professional Corporations Actlby the British
Columbia legislative which permitted British Columbia profe-
ssionals to incorporate and potentially, to have a portion
of their profeséional income taﬁed'at corporate rates. The
third aevelopment, still pending at this time, is the liberal
gbvernment's taxation bill which,is expected to be introduced
into the House of Commons on Friday, June 18, 1971.2 This
proposed legislation is reported to contain extensive revi-
sions of existing Canadian tax legis1ation. Comments on the
government tax bill, in so far as it applieé to any of the
material included in this thesis, are contained in Abpehdix

A.

In light of the first two developments and the
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.and 'the pending 1971 Income TaxlBill it is relevant to analyze
the present application of Canédian fax laws to professional
income and to consider the principle alternative which is to
permit proféssionals to be taxed as a corporation. The

purpose of the - thesis is to attempt to answer three questions:

1. Do professional taxpavers receive
equitable tax treatment under existing
Canadian legislation?

2. What would be the effect of profe-
-:gsional incorporation on the incidence

of tax on professional income?

3.. In light of the existing taxation

of professional income in Canada and

taking into consideration the altern-

ative of professionalwcorporation what,

if any, changes should be made in

Canada's present approach to the taxa-

tion of professional income?

Before proceeding to consider the first question,

the terms professional and professional income as used in

this thesis should be defined.
B. WHAT IS»A PROFESSICONAL?

While the Incomé Tax Act refers to'"professions”3,
"professional meﬁbership dues" and "professional'stafus"u it
does not provide a definition for the ferm "profession" or
"professional". The British ColumbiaiProfeséional Corpora-
tions Actsdefines a professionai,'when used as a noun, as a

6

person lawfully entitled to carry on a professional service

and the act contains the-fbllowing.definition of a professional



service:

"professional service" means any type
of personal service to the public

(i) that requires, as a condition
precedent to carrying on the service,

a licence or other statutory authoriza-
tion; and ,

(ii) that, before the coming into
force of this Act, by reason of law,
tradition, or professional code of
ethics, was not performed by a
corporation,

including without limiting the general-
ity of the foregoing, service by
accredited public accountants, cert- .
ified general accountants, chartered
accountants, industrial accountants,
agrologists, architects, barristers

and solicitors, barbers, chiropractors,
dental surgeons, dental technicians,
dentists, foresters, hairdressers,
massage practitioners, music teachers,
notaries public, osteopaths, physicians

and surgeons, practical nurses, registered

nurses, registered psychiatric nurses,

naturopathic physicians, chartered
physiotherapists, registered physio-
theragists, podiatrists, and veterinar-

ians.

Traditionally the term "professions" has referred

, to the clergy, physicians and iawyeré.

This limited definition

has been expanded over time to include accountants, architects,

- engineers and now the definition in the Professional Corpora-~

tions Act broadens the definition to include everyone who

requires a licence, or other statutory authorization, to

carry on their service.

For the purpose of this thesis the expanded
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definition of professional contained in the P?ofeésional

~ Corporations Act will be ﬁsed. Two iimitations should be
pointed out; the first is that many of the occupations

coming undef the ambit of The Professional Corporations Act
do not normally generate éufficient_iﬁcome to warrant great
concern fof the amount of income tax paid: and the number

of professionals with whom we are concerned is furtﬁer
limited in that all professionals who receive remuneration
from an office or employment are in a substanfially different
tax situation from those receiving professional income.
Having narrowed our study to those professionals who receive
substantial amounts of professional income the next step is

to determine which income receipts constitute professional

income for income tax purposes.
C. WHAT CONSTITUTES "PROFESSIONAL INCOME"?

The Income Tax Act makes a fundamental distinction

between business income and income from an office or employ-

\

- ment. An income tax liability is imposed on the income of

all taxpayers.

The income of a taxpayer for a taxation
year for the purpose o6f this Part is his
income for the year from all sources
inside or outside Canada and, without
restricting the generality of the
foregoing, includes income for the

year from all:

(a) Dbusinesses



(b) property, and 8
(¢) offices and employments.

Business includes a profession, calling trade,
manufacture or undertaking of any kind whatsoever and
includes an adventure or concern in the nature of trade but

does not include an office or employment.

Employment means the position of an individual
in the service of some other person (including Her Majesty
or a foreign state or sovereign) and servant or employee

. e s 10
means a person holding such a position.

Office means the position of an individual
entitling him to a fiﬁed or ascertainable stipend or remunera—'
tion and includes a judicial office, the office of a Minister
of the Crown, the office of a member of the Senate or Housé
of Commons of Canada, a member of é legislative assembly,
senator or member of a legiélative or execute council and
any other office, the incumbent of which is electéd by
popular vote or is elected or appointed in a représentative
capacity and also includes the position of a corporation
director; and officer means a person holding such an office.
Nothwithstanding these definitions of business, office and
employment various taxpayers have contested rulings in this
area and one such caselzsets out four characteristics of a

contract of employment:

(1) the master has the power to
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select the servant.

(2) payment is in the form of wages
or other remuneration of a similar

type.

(3) the master has .the right to
control the method of doing the work.

(4) the master has a right to suspend
or dismiss.

If a professional 1is ablé to demonstrate to the
Department of National Revenue, or the courts, that their
-income is derived from a busihgss rather thaﬁ an office or
employment he is in a preferred tax position since he may
deduct the expenses incurred to earn that business income13
subject to certain limitations provided in the Income Tax

Act.14

A recent case illﬁstrating a taxpayers efforts tec
establish that his income was deriyéd'from a contract for
services rather than a contract of service concerned an
administrative official at McMaster Universitylswho marked
correspondeﬂce papers at home in conjunction with the Society
-of Industrial Accountants' corfespondénce cbupse offered
through the University. The appellants agreement with
McMaster University provided that he would recei&e a fée for
each lesson that he marked plus necessary postage. Because
the appellant marked the papers on his own time, and at his
own home, the arrangement was found to be a contract for
services and he was able to deduct the expenses properly
incurred to earn the income. ‘The Tax Appeal Board did how-

ever find that the appellant was attempting to deduct an
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unreasonable amount as the‘expénses claimed approkimated the
) earnings derived from the marking poéition. The Minister of
National Revenue has appéaled this decision to fhe Federal

Court of Canada.16 The appeal is pending at this time.

Professionally qualified persons who receive
income from an office or employment may not deduct éxpensesh
they have incurred to earn that income. Professional income
;is restricted to income derived from a business and this
thesis will not consider the iﬁcidence of income tax on
income derived by a professionally qualified person from
an office or employment. An associate 1éwyer who receives
a salary from a law firm or an associate doctor who receives
a salary from a medical clinic or partnership of other
doctors are.both receiving income. from an office or employ-

ment rather than income from a business.

II. THE CURRENT APPROACH TO THE TAXATION OF PROFESSIONAL
INCOME IN CANADA '

Canadiain professionals'normally pay income tax
aé individuals at progressive rates ranging from 11% to 80%
on their net income, net income being célculatea by deter-
mining their aggregate professional income and then subtrac-
ting the costs of earning that income as permitted by the |
Income Tax Act. In comparing the tax position of the
professional to that of other Canadian taxpayers, particular

attention must be given to the professional's use of the
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cash basis df accounting, to various professional's efforts
to have a part, or all, of their income taxed at corporate,
rather than personal tax rates, to the use of professional
management companies, and finally to the questicn of what
deductions ére permitted in calculating the netlincome from

a professional's practice.
A. USE OF THE CASH BASIS OF ACCOUNTING

Under present Canadian income tax law a profe-
ssional may, at his option, calculate his taxable income on
a cash basis of accounting in order that income and expenses
are recognized only upon the receipt and disbursement of
cash.17 This is in contrast to the accrual basis of |
accounting which recognizes expenses when incurred and income
when earned notwithstanding that the actual cash may be
received or disbursed in another accoﬁnting period. Use of
the cash basis of accounting could provide a tax saving to
a professionél by either allowing him to average his income
over a number of years to reduce his. average income tax
rate or by allowing him to defer his income and therefore

his income tax liability to a future year and thus realize

a benefit due to the time value of money.
(1) Income Averaging

Many professionals experience fluctuations in
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their income from year to year. Architects and Enginéers
are particularly suscep{abie to cyeclical variations in the
construction industry. Lawyers and acccuntants éxperience

a reduction in income during a period of economic stagnation
due béth tc fewer clients and a difficulty in collecting
their professibnal'feés and disbursements. Doctors have a
more stable income flow due ‘to the wide ‘use of medical care,

or insurance plans.

If nb effort is made\to smooth these irregular
income flows the pfbfessional wiil find that in years of
unusually high income the income over and above his average
income will be taxéa at a higher raté than if that income
had been received in a lean year. The amount of this excess
tax will depend on the severity of the fluctuations and will
have the effect of raising the professioﬁal's average income

tax rate.

The cash basis of accdunting may be used to limit
the income fluctuations. and thus reduce the average rate of
incoﬁe tax. Assume that a professional person had a January
31 fiﬁanéial year end ahd that in the period from February 1
to December 1 of the current financial year he had experienced
an unusually heavy income which he felt would not belrepeated
in thélfollowing financial.year; The taxpayef would then
cease rendering accounts ' to his clients or he could commun-

icate to his clients that there was no need to pay outstanding
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accounts‘befbre February 1 or if he had received>monieé

from his client in the form of a retainer which waé deposited
in his *rust account, he could wait until - the first day of
his next financial year to transfer the funds from his

trust account into his general account at which time they
would be recognized as income.18' The negt effect is to
decrease the income in a prosperous year-and increase it in
a lower income year. If the professional was experiencing

a lean year and ﬁas exéecting a proéperous year the procedure
would be reversed. Clearly the success of this procedure
depends to a large extend on the professional's ability to

forecast his future flow of income. If an error is made, it

is preferable that 'the error tends to shift additional

incecme to the succeeding year due to the potential deferral

(2) Deferral of Tax

The result of applying the cash basis.of account-
ing is that professional income is not subject to income
tax until actually received. Again aséuming a January 31
fiscal year end for the professional, if he does not receive
payment from his client until February 1 or the monies to
satisfy an account are not transferred to his general account
until February 1 thatincome is taxable in the financial year

commencing February 1. In this way the professional has the

use of the cash for virtually the whole vear with the
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exception of amounts remitted for his quarterly tax
installments or in satisfaction of his previous year's tax

liability.

A similar procedure can be followed with expenses
in that the latter part of the professional's fiscal year is

the preferrable time to make cash outlays.

The government's white paper on tax reform (1969)
also recognized the potential -advantages available to a

professional who used the cash basis of dccounting.

The government believes that the tax
postponement permitted by this
concession has given professionals

an unwarranted advantage by comparison
to the rest of Canadians, and it
therefore proposes that professionals
be required to use the accrual basis.

The white paper then outlined a method of
transition from the cash basis to the accrual basis and

concluded with the observation:

This amount would of course be in
addition to the amount of their
income computed on the accrual basis
and would mean that they would be
taxed on the greater of a cash basis
income or an accrual basis income
until they catch up to other
Canadian Businessmen.

This wonld suggest that it is government policy
to tax professionals on a basis similar to cther Canadian

Businessmen. However, il must be remembered that a business-
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. man has“tﬁé option of iﬁcoréorating to obtain certain t&x
advantages which are not presently available’to a professional;
It is also interesting to note that SectionISSF,of the Income
Tax Act permits farmers to use the cash basis for accounting
and the government apparently does not propose‘to remove this
concession probably because of'the‘delayed grain sale payments
to farmers. While mandatory use of the accrual basis of
ﬂaccouhting would not greatiy effect medical professionals,
many lawyers will, at least during the transition period, pay
significantly more income tax. This would be particularly
“ﬁoticeable in the case of<§oung lawyers who had recently
formed their own partnership and were having difficulty
establishing a cash flow to sustain their office. The
Department of Natiqnal Revenue has the beét of both worlds

in that while the accrual basis is used to calculate the
taxpayers liability, the actual tax when calculated; is

payable on a cash basis.

It is interesting'fo.note that the report on the
government white paper on tax reform prepared by the Senate
Committee on Banking Trade and Commerce flatly rejecfs the
proposal'that professional's income be calculated on an
accrual basiszoand a similar report prepared by the Common's
Standing Committee on Finance, Trade ahd Economic Affairs
recommended that the accrﬁal basis of accounting should be
adopted for receivables but not for inventory and work in

21
progress.
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Neitherlthehgovernment white paper nor the éubsequent
Senate and Commons reporfs took up the ;uggestion contained
in the Carter Commission»Report that farmers and proféssionals
aﬁhose incéﬁes stayed under the $10,000 level would continue
to use the cash basis of'accounting but would be required to
convert to the accrual basis of accounting once their income

22 .
exceeded that amount. It could be presumed that this

proposal was felt to be impracticable by the government.

It may be concluded that use of thé cash basis of
accounting offers a particular tax advantage to lawyers. 1In
support of this conclusion it is interesting to note that
Abqth the Law Society of British Coiumbiazsand'fhe Department
of National Revenue2uhave recently circulated maferial
concerning lawyers' tfust accounts and disbursements. The
Law Society is concerned that lawyers adhere to the Societies
rules in cénneqtion‘with accounting for trust monies and
also with the interesting quesfion as to whether the
Department of National Revenue 'is entitled to audit a lawyer's
trust account. Under the present Income Tax Act provision2
it woﬁld appear that the trﬁst account records of a lawyer
would be subject to audit but in a recent casezsthe'cgurf
~ held that the Income Tax Act provision was not sufficient
- to destroy the common law priviiege attaching to fruSt
records as these records are not maintained primarily for
accounting purposes or to satisfy the requirements of the

income Tax Act.
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While unable to determineAtnattléwyers trust .
accounts are being used to reduce income tax payable the
Department of National Revenue hastrecently cir¢ulated an
Intérpretation éulletin27whichﬂstates that once funds may be
legally withdrawn from the trust account in Satisfaction of
an account thev are income at that'time notwithstanding that
the lawyer does not in fact withdraw the funds. It is iikely
that the Income Tax Act will be amended to clarify the right
of the Department of National Revenue to audit a trust

account.
B. EFFORTS TO INCORPORATBlTHE PROFESSIONALYPRACTICE

" If a professional were able to organize his
practice in such a way that he would be taxed as a corporatinn
he would have a potential tax shelter due to the low rate
of corporate:tak Qn'the first $35;000 of taxable éorporate
income. One reason why a professional is unable to incorp-
orate, is,that, with tné-eXception of the Engineering
Profession Act, most professional statutes contain a
restriction on professional incorporation. Even if provincial
legislation were to be amended to.permit professional
incdrporation the Department of National Revenue might-take
the position that the services are still being rendered by
the individual professional and thatvhe, rather than the

| corporation, should be taxed.
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Various Canadian pfofessionals.have attempted to -

incorporate their practices to achieve corporate taxation

status but have met withvlittle success. The Income Tax

Act definition of corporation is limited to aﬂ artificial

entity dériving its stétus frpm the Federal Cofporations Act

or one.of the provincial incorporafion statutes. The Income

Tax Act provides that a corporation includes an incorporated

cohpany and a corporation incorporated in Canada includes

a corporation‘incorporafed in any part of Canada before or

: 29
after it becomes part of Canada.

One of the leading cases concerning a professional's
persistent efforts, to incorporate his practice involved a

medical doctor, Dr. Laverne C. Kindree, practicing in
30 :
Squamish, British Columbia. Dr. Kindree and his wife, who

was a registered nurse, established a medical practice in
Squamish and then incorporated-a corporation named Squamish.
Holdings Limited under the British Columbia Companies Act.
Some of the objects of Squamish Holdings Limited were as

follows:

(a) To purchase or otherwise acquire
and hold, or otherwise deal in, real
and personal property and rights, and
in particular land, buildings, medical
and hospital equipment and subplies,
furniture, supplies of all kinds,
hotels, motels, trailer courts and
equipment for the same.

(b) To enter into contracts or
arrangements with any person, firm or
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- corporation or agency for the furnish-
ing and supply of medical and surgical
aid and treatment of all kinds includ-

~ding hospital care, house care, drugs,

medicines, medical apparatus.

(e) To employ duly registered physi-

cians, surgeons and nurses as required

in order to carry out any contracts

entered into by the company.

Dr. Kindree then went to grsa*t lengths to demon-
‘strate that Squamish Holdings Limited was carrying‘on the
practice of medicine including his entering into an employ-

- ment contract with the corporation, rendering his accounts

in the name of the corporation, causing the corporation to
enter into an agreement to provide medical services for a
‘local mine, having his wife and another doctor .hired by the
corporation, selling all his medical equipment to the corpora-
tion and causing the corporation to buy the building in which
the medical clinic was located. Notwithstanding this
elaborate procedure the Exchequer Court referred to the
provision in the British Columbia Medical Act which prohibits
persons not registered under the Act from practicing

. 31 . ' .
medicine. The Medical Act does not provide that a person

shall include a corporation. The Court concluded:

In my view there is no doubt whatsoever
that the practice of medicine can only
be carried on by a natural person.
involving a personal responsibility to
the patient and to the governing body
of the profession, such conclusion
being obvious from the general tenor

of the Medical Act and the code of
ethics of the medical profession to
which the appellant subscribed. In so
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far as clause (b) of the objects of tﬁe

Company purports to authorize the

Company to conduct the practice of

medicine it must be ineffective.

As well as preventing the Doctor from availing
himself of thg low rate of corpbrate'tax-he waé unable to
deduct the saiary paid to his wife‘for her services as a.
registered nurse. One can appreciate the frqstratibn
experienced by Dr. Kindree in failing to rectify what he
obviously felt was inequitable taxation and perhaps explains
"his further appeals toc the Tax-Appeal‘Board3uat which time
he appealed assessments relating to the years 1963, 1964
and 1965. Again the asséééments arose from Dr.fKindree's
unsuccessful attempté to have his Squamish medidal clinic

recognized as a corporation for taxation purposes. The

judgment, in part, read:

The appellant is nothing if not persist-
ent - a quality that one only can admire

- as appeals by him, of the same nature,
relating to the years 1957, 1958, 1959,

1360, 1961 and 1962 have already been

heard and decided in favour of the

Minister.

The appeal of the assessments for these years

were rejected for the same reasons as the earlier ones.

In contrast to the futile efforts of Dr. Kindree
and other professionals to gain corporate taxation status,
many engineers have organized their practice in corporate

form and have been taxed as corporations.
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The Engineering Profession Act’ in Bfitistholumbia 
and similar-legislatién in Alberta and Ontario permits an
corporation to carry on an engineering practice. Provided
that the practice is organized so that the corporation and
not the individual is carrying on the practice, the corpora-
tion may file a corporate tax return and the individual
engineer is only taxed on the salary, dividends or directors
fees received from the corporation.

Due to the'engineer'sAsuccess in attaining corporate
taxvstatué and the existing case law it may be conqluded:that
the failure of other professional groups to achieve corporate
‘tax status results from the failure of their professional
statutes to make any provision for the practice of. their
profession by a corporation or in some cases theioutright

prohibition against such practice.

D. ALLOWABLE EXPENSES IN CALCULATING THE PROFTESSIONAL'S
TAXABLE INCOME

Professionals are permitted to deduct the expenses
inéurred to earn their_professionél‘income in calculating
their taxable income. The type and amount of expenses that
may'be deducted 1is important in determining the profeséional's 

ultimate' liability for income tax.

The Income Tax Act contains a general prohibition ‘
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against deducting any expense except to the extént~that it
was made or incurred by the taxpayer for fhe purpoée of
gaining or producing income from property or a business of .
the_taxpayer.37 Assuming that an expense was for the
purpose of earning income it is subject to the further

: 38
restriction that it must be reasonable in the circumstances. '

While there are a myriad of cases concerning the
interpretation of Sections 12(1)(a) and 12(2) of the Income
Tax Act it is hard to determine any rules of general applica-
tion. It would be safe to predict that a solicitor in
private practice might deduct a car allowance of up to
seventy—five‘dollars per month, his home telephone biil, a
club membership charge and the monthly account resulting
from his use of that club, without having to substantiate the
expenses. There are certain questionable practices such as
charging a bottle of liquor on a club account, haviﬁg the
firm purchase seasons tickets for hockey or football games
for personal use, or putting all one's personal mail through
the firm mailing machine. These practices border on tax
evasion, are impossible to measure, and will not be
considered further in this thesis. It would also be possible
for a sole practioner or small firm that received a cash
payment for their services to pocket the funds and poséibly
fail to declare such receipts for income tax purposes. ' How-

ever, without having to resort to these extremes, it is fair



- 20 -

to conclude that~a taxpayer receiving professional income
is able to deduct certaiﬂ expenses from his income and not
include certain emoluments in his taxable ihcome and that
similar aanntages would not be avai1ab1e to a taxpayer

receiving income from an office or employment.
D. USE OF A MANAGEMENT COMPANY

A professional, or professional parfnership, may
incorporate a limited company.which would owh.all the assets
reduired in the practice, employ all the professional and
clerical employees of the partnership and perhgps purchase
‘and co1lecf the accounts receivabie from the profeséional
or partnership. The shafes in this management company would

be owned- by the profeésional or professionals. There are

several advantages in establishing a management company.:

First by segregating all the operating expenses
into a separate entity it permits the calculation of the
total overhead of the partnership thereby facilitating an
analysis of income and the final division of net income
between partners. The managemenf company would-haQe a
-separate set of books and separate bank account and would in

effect sell its services to the professional practice.

Second there is a potential tax advantage in
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‘establishing such a management company. If the management
company generates taxable income, the'ﬁarginal rate of tax
on the first $35,000 of such taxable income will be 21%.39
The mqrginalrrate of tax of the professional will probably be
significantly higher than the low rate of cofporate tax.
While the inccrporation of a'management company presents a
potential tax saving'the Department of National ReQenue has
refused to allow unreasonably large payments to a_management-
company in calculating a professional's income tax liability.
In one case involVing a prominent Vancouver laWyer, a fee
of $9,500 was paid by the practitioner to the management
company which adminisfered his law office.l+0 As the
préctitiéner in'fact_carried out the administrative services
personall; and received no salary from the management company,
the expenses claimed by tﬁe taxpayef was disallowed as, in the
Court's opinion its sole purpose was to artificially reduce the

tax payable on the appellant's professional income.

| The Department of National Revenue now examines
the amount paid by the professional to the management company
in relation to the seryices receiyed and compares those
charges with charges prevailing in the area for officev
accommodation, secretarial and accounting services, equipment
rentals, etc. to determine whether the payments to thé
management compény represent an effort by the individual tax-

payer to divert part of his professional income through a
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corporate entity to take advantage of the low rate of

corporate tax.

E. EVALUATION OF THE CURRENT APPROACH TO THE TAXATION
3 PROFESSIONAL INCOME IN CANADA®

While most professionals have been unable to
incorpérate their practices, some measure of tax relief has
been obtained byvofganizing the professioﬁal-practice to
include a management company,'using the cash basis of
~accounting to defer or average income and by claiming all:
allowable expenses as a deductiqn from gross pfofessional

"income.

The measures bécome léss effective in reducing
‘the burden of income tax as the professional's 'annual income
rises tb‘fortyvor fifty thousand dollars. Other procedures
may be investigated such as the purchase of rental real
estate which, through a combination of capitai cost allowances
and mortage interest, may produce a net loss which may be |
offset against the professional's other income thereby

reducing his income tax liability, at least temporarily.

It must be concluded however, that a Canadian \
lawyer or doctor who receives a high income is at a tax
disadvantage in comparison to a professional engineer who is

permitted to incorporate his practice. The lawyer or doctor
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~faces a similar disadvantage in éomparisoﬁ to ofher Cénadiah
businesses which may‘bé carried on in the corporate form.
It must be recognized that professionals'have-é greater
latitude than taxpayers receiVingAincome from an office or -
-emplqyment in the amount and type of expenses that they may
deduct from their prqfessionalbihcome. Shoﬁld all professionais
be permitted to incorporate or should séme'other tax relief

Qberprovided for this class of taxpayer?

IIT. AN ALTERNATIVE APPROACH TO THE TAXATION OF PROFESSIONAL
INCOME - THE PROFESSIONAL CORPORATION

Haﬁiﬁg,re?iewed the taxation of prdfessional
income under existing statutory provisions and the procedufés. 
_presently available to professionals to minimize-their inéomé
tax liability, the concept of professional incorporation,'
which presents the main alternative approach to the'existing

tax treatment of profeésional income, will be considered.

‘Most American states now permit professionals to
incorporate and to be taxed as corporations and, while the
British Columbia government had subsequent misgivings, at
one time, they too felt that professionals should be

. . 41
permitted to incorporate.

To properly assess this alternative approach to
the taxation of professional income, attention must be given

to the ethical problems associated with professional
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incorporation, professiooal inconporation in othor jurisdic-
tions, the approach of the Department of National Revenue to
the‘taxation of ﬁrofessional corporatioﬁs, the circumstances
surrounding the Britiéh Columbia Professional Corporations
Act, incorporatioh procedures thaf must be followed, and
finally, the potentiai income tax advantages resulting from

incorooration of the professional practice.
. A. THE ETHICAL QUESTION OF PROFESSIONAL INCORPORATION

Incorporation. presents certain ethical problems
for the professional. To obtain the tax benefits of
profeésional incorporation, it must be demohsfrated that
‘tﬁe'corporation employs the professional, renders the
aocount, and performs the professional service. This
procedure is contrary to the tradifional concept of profe-
. ssionalism, which is based on;o fiduciary and confidential
relationship between the profeésional and his client or
patient. Item 3(10) in the Canons of Legal Ethics which

provide general guidelines for solicitors conduct states:

S4(10)  He should avoid controversies
with clients regarding compensation so
far as is compatible with self-respect
‘and with the right to receive reasonable
recompense for services. He should
always bear in mind that the profession
is a branch of the administration of

. justice and not a mere money-getting

" trade.42 .
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Does the lawyer employed by a professiénai
.corporation face a confliet of interest between his
-employer and his client when it comes to‘questibns concern-~
ing the number of hours required by a particﬁlar matter
compared with the professional fee it would produce for fhe

scorporation?

One of the characteristics of a profession is
<that its members discipline themselves. This disciplinary
functionvincludes‘the power to inquire into the conduct of
one of their-mgmbers and disbar, strike off the rolls or
take simiiar appfopriéte measures to prevent that person from
continuing the brofessional practice. Any legislation
permitting the incorporation of professional corporations
must also provide that such entities are in some way made
‘subject to the disciplinary powers of the profession's

governing body. .

It has similarly been argued that any professional
incorporation legislation should include a prohibition against
the sale of the shares of the professional corporation to a‘
person not legally qualified to practice that profession,u3
and also a provision that the liability of the professional
Corporafion be unlimited. While any limitation of liability
for a professiéhal would provide a safeguard against
negligence actions, it would violate one of the basis tenants

of professionalism; that the professional remain personally.
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responsible'to his client. It has been argued fhat pfofe-
ssionals should be perﬁitted-to limit their 'liability to
some degree.m‘l Damage'éwards in professionalﬂnégiigence
actions are often substantial and may exceed the policy limits
of availsble liabiYity insuranée. For exaﬁple, a solicitor
practicing in British Colﬁmbia must carry tﬁo hundred thousand
.dollars of .public liability insurance afranged_through a Law
>Society'sponsorea group insurance scheme. It is then
difficult to obtain excess coverage. While it is disturbing
to consider that financial ‘ruin may result from the error of
a partner or empléyee it is perhaps a necessary responsibility
associated with professional practice. Many professionals
recognize that such a statute would provide more equitable
taxation of their.professional income including corporate
tax rates, the possibility of tax and estate plaﬁning, profit
sﬂaring and pension plans, and, to gainvthese advantages |

‘professionals might elect to forego limited liability.

In the alternative a system of bonding similar
to that provided by the Real Estate Actuswould.provide a
‘continuing safeguard for the public interest while A
permitting professionals to place a ceiling on their potential

liability.
B. PROFESSIONAL CORPORATIONS IN THE UNITED STATES

Professional incorporation is presently permitted
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. : : 46 ' :

in forty-two of the American states “and, after a series of
legal skermishes, the Internal Revenue Service is now rec-
ognizing the Professional Corporations, or Professional Service
Corporations as they are more commonly known in that jurisdic-

tion, for taxdtion purposes.

‘Professionals in the United States.wére in a
preferred position vis a vis corporate tax status due to
. the expanded definition of corporation in tﬁe,internal
Revenue Code. A corporation is defined'to include associations,
joint stock companies, insurance companies and certain types
of trusts as well as artificial entities to which the Canadian

47

definition of corporation is limited. Taking advantage of

defin

Cy

this broa tion of corporation in the Internal Revenue

Code, professional partnerships attempted to gain corporate

tax status and in the leading case of Morrissey v. Commissioneru8
the Court decided that to fall-within the definition of
corporation an ogganization muét possess: (1) associates

(2) the objective of carrying on business and dividing

, profits (3) continuity of 1ife'(4)’centralized management

(5) limited liability for the debts of the organization and

- (6) free transferability of interests in the organizétion.
Following the Morrissey case mény professional persons

.attempted to organize their practiée so as to conform to

these characteristics. The Internal Revenue Service moved

in 19639 to prevent professional partnerships from filing
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corporatioﬁ tax returns by passing regulations under.Section ;
7701 of the Internal Revenue Code pquiding that in order for
a partnership to be recognized as doming within the definition
of corporation fob tax purposes it must have associates and
the objective of carrying on business and diQiding profits

and at least thvee of the other four characteristics set out
in"the:Morriésey decisi'on.u’9 From 1959At0 1962 -approximately
twénty state legislafures enacted statutes permitting:either v
professional incorporation or permitting professionals to -
organize their préctice to conform to the treasury regulations(
In an effort to nullify the staté legislation, the Internal
Revenue Seryice éubseqﬁénfly announced further regulations
which removed aﬁy possibility of corporate tax status to

professional associations 'or corporations.

These latter regulations were vigorously opposed
by various professionals and the decisions in resulting
litigation struck down the treasury regulations due to their

. . ’ 5 l
contravention of Section 7701 of the Internal Revenue Code.

Given the court pronouncements concerning Section
7701‘ofithe Internal Revenue Code and the state legislation
providing for professional incorporation, corpérate tax
.status is now aQailable to most American professionals
providing theiripractice is organized in the appropriate

manner.
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C. DPROFESSIONAL INCORPORATION_IN CANADA

Prior to the enactment of legislatipﬁ by the
Province of British Columbia which specifically permitted
all professionals to incorporate their practices there were
both direct and indirect factors keeping corporate tax

- status from Canadian professionals.

In the case of most professions restrictions on
incorporation appear in either the specific statutes establish-
ing the profession or in the rules set down by the profession's
governing body. For example S.75 of the Medical Act RSBC
1969 C.239 provides that:

S.75 Without first obtaining the written

consent of the executive committee, .

(a) no member of the College shall carry

on the practice of medicine or surgery

except in his own proper name; and .

(b) no association of two or more members

of the College shall carry on the practice

of medicine or surgery except in the

proper names of one or more of the members

of such association.

This section clearly prohibits the practice of
medicine by a corporation except with the express approval

of the Executive Committee of the College of Physicians and

Surgeons.

The Legal Professions Act RSBC 1969 Chapter 214
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also includes a prohibition against professional incorporation:

S.72 No corporation and no person other
than a member of the Society in good
‘'standing shall, subject to the Inferior
Courts Practitioners Act, engage in the
practice of law, except that

(a) a person may act on his own behalf
in a proceeding to which he is a party;

‘(b)) as permitted by the Inferior Courts
Practitioners Act; ,

(¢) students-at-law and articled clerks
duly enrolled as such may appear in
Chambers or before a master, referee,
registrar, or examiner to the extent
permitted by the practice in that behalf;

(d) wupon such terms as the Benchers may
. prescribe, a barrister of another Province,
which affords the like privilege to
barristers of this Province, may, in
special circumstances and with respect

to a particular cause or matter, be
permitted to appear as counsel in the
Courts of this Province, notwithstanding
that he is not a member of and has not.
paid any fee to the, Society.

One exception is the Engineering Profession Act
which permits the incorporation of an engineering practice

by virtue of the following provision:

S.3(6) Nothing in this Act shall be so
construed as to prevent a corporation
which has on its active staff professional
engineers who directly supervise and
assume full responsibility for all work

or service undertaken by such corporation
of the kind described in the definition

of "practice of professional engineering"
in Section 2 from undertaking such work or
service and recovering groper fees and
remuneration therefor.%2
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In British Columbia many engineering practices are

incorporated and presumably file corporate tax returns.

As is evident by the previous discussion of the
numerous unsucceséful apﬁeals by‘Dr. Kindree, attempts by
Canadian Professioﬁais; other fhan engineers, to incorpoféte
their practices .and to»file corporate‘tax returns have been
unsuccessful. vThevDepartment:of National Revenue assesses
. the professional taxpayer as an individual féther than as
a corporation on the rational fh@tVthe profeésional services
| are being provided by an individual and not‘by a corporation.
The Tax Appeal BQard and the Exchequer Cdurt have in most
instances upheld the Departﬁent of Nationél Revenue's assess-
ments of professicnals on an individual basis. The reasons
for judgment have pointed to the pfohibitions agains? incorpora-
tion contained.in Provincial profeésional statutes. Other
reasons for refusing to recognize.the corpordtions for tax
purposes were that the'corporafe names of the alleged
corporate practitioner were not'displayed outside the
professional's office or shown in the telephone ‘directory
and accbunts were renderéa in the professionél's name rather
than in the éorporation's name.53 In other words the Tax
‘Appeal Board feels that the pfogedure amounts to an assignment
by the professional to a corporation of his professional

income after it has been earned. 1In view of the present

statute and case law it is fair to conclude that with the
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exception of an engineer, professionals can not carry on their

practice in corporate form.

D. PROFESSIONAL INCORPORATION IN BRITISH COLUMBIA - THE
PROFESSIONAL CORPORATIONS ACT SBC 1870 C.37

On April 1, 1970 the British Columbia Legislature
gave third and final reading to the Professional Corporations

5& As will become apparent it was suitable that final

Act.
reading was given to this bill on April 1, bétter_known as
"April Fool's Day". British Columbia was the first Canadian
province to enact legislétion permitting the inéorporation
‘of a professional practice aﬁd also the first to suspend
sdch législation. A chronological review of the events
following the enactment of.the'Professional Corporations Act
in April 1970 is worthy of note. fhis Act was conceived and
brought into law in a period following the tabling of the
White Paper on.Tax Reform in the Canadian House of Commons.

.
Present and contemplated gbvernment spending programs
obviously will require the raising‘of additional tax re§enues.
Clearly legicslation permitting professionals-to incorporate
wéuld have significant revenue implications, although the
Department of National Revenue has not éstimated the ioss of
tax revenue which would result from corpofate tax status for
Professionals. It is reasonable to assume that if one.pro?ince
permitted professional incorporation the remaining provinces

- would likely enact similar legislation to avoid the migration

v
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of their profeésionals to a newly established prévincial tax
haven. It has been reporfed that the Goverhment of the
Province of Alberta was planning the introduction of similar
legislation‘in its 1971 session and that the Government of the
.Province of Ontario was élso contempiating professional
incorporation 1egislafion.55 In view of thé potential
revenue. implications of professional incorporation iegislafion,
credibility is given to the speculation by various newspapers
. that the Minister of National Revenué, The Hoﬁourable Edgar
Benson prevailed upon members 6f the British Columbia Govern-

56
ment to eliminate this possible tax advantage to professionals.

While. it is not apparent whether it was in direct
response to representations made by the Federal Government,
it‘is clear that on December 10, 1970 Order-in-Council 4147
was passed puréuant to S.29 of the Income Tax Act SBS 1962

Chapter 27; which Order-in-Council provided as follows:

That, pursuant to Section 29 of the Income

Tax Act, 1962, a corporation incorporated

under the Professional Corporations Act

shall be deemed not to be a corporation,

as defined in the Income Tax Act, 1962.

While the obvious intention of Order-in-Council
‘4147 is to remove any potential tax advantage to_brofessionals
by deeming professional corporations to be individuals, its

validity is'open to question due to its purported amendment

. . 57 .. ‘
of the British Columbia Income Tax Act which amendment could,
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in the opinion of some observers,58on1y be validﬁﬁfméde by
the provincial legislature. Even if valid, it could be
argued that due to the allocation of 1egislativé powérs
under the British North America Act the Order-in-Council
could only affect that portion of income tax which, while
collected by the Federal Govérnment is payable to the
Provinces under thé Dominion-Provincial Tax Sharing Agreement.
It is submitted that any changes in‘taxafion under the Federal
Income Tax Act requiresfederal legislation.

Even before the passage of the Provincial Ordef—in—
Council deeming the prbfessional corpérations to bBe individuals
there were aoubfs as to whether the Department of National
Revenue would reccgnize Professional Corporations for income
tax purposes. One supervisor in the:Vancouver Disxrict.
Office of the Department of National'Revenue indieated that
.the Professional Corporations woul& be recognized as corpora-
tions by his departfnént.59 A rééuest for information as to
vthe status of a professional corporation brought tlie response
shown in Exhibit A from the Penticton District Tax: Office of
the Department of National Revenue. Clearly their opinion
hinges on the manner in which the proféssional corporation

was organized and carried on business.

Once the professional corporations were deemed to
be individuals for purposes of the British Columbia Income

Tax Act.their tax status took on a new uncertainty particularly
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due to the lack of any definite ruling from the.Deﬁaftment ’
of National Revenue. Resulting fromn this uncertainty was the
"interesting theory that the effect of the provincial Order-in-
Council.would_be to decrease the corporate income tax payable
by a professional corporation. . At present, a corporation
pays a tax under the Prdvincial Income Tax Act\equal to 10%
of its income earned in British Co»lumbia.60 An individual
resident in British Columbia at the end of the taxation year
pays a tax under fhe Provincial Income Tax Act -equal to 28%
of the basic tax payable under the Federal Income Tax Acf.61
This method would be used to calculate the pro?incial tax
payable by a British Columbia professional corpométion since
it is deemed to be an individual. The Federal basic.tax
payable by a corporation is 18% of its first $35,000 of
taxable income plus 47% of the balahce of its taxable income
énd this method.would‘be used to calculate the basic tax of
'a professional corporation if it were in fact,recﬁgnized as
a corporation for taxation purﬁbses by the Department of
National Révenue. _Applying the Provincial Income Tax Act
~to the federal method of calculating the basic tax wéuld mean
that a British Columbia professionél corporation would pay
to the Province of British Columbia apbroximately 5% of its
first $35,000 of taxable income and 13% of the balance. The
application of the 5% and 13% rates of corporate.inc;me tax
rather than thetstraight 10% rate would have resulted in a
tax saving for every professional corporation whose income

did not exceed approximately $91,000 per year.
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While the Proyincial Ordér—in—Counéil‘of December

10, 1970 was ambiguous, it was clear that the British
Columbia Government and perhaps the Federal Govérnmeht.intended
to remove any tax advantages expecteq from professional
incorporation. Aé the British Columbia government offered
to refund the incorpdration fees to any professional who had
incorporated and who was prepared fo liquidate his professional
cbrporation and return the'Certificate of Incorporation to
. the Registrar of Companies for cancellation;s?it was clear
that the -Provincial Government had'sﬁbsfantially altered its
policy in regards to corporate tax status for professionals.
, : } :

It was therefore not unexpected thét thg annual’
vernment omnibus bill, provided, among other tﬁings, that
the Professional Corporations Act éhould be suspended until
July 1, 1972 or until ré—enacted béfore that time by cabinet

order-in-council or by the legislature363'

While the Professional Corporations Act waé léw
for less than twelve months most of the professional
corporétions incorporated‘under the Act were;incorpqrated
between July 31, 1970 and Deéember 11,-1970, the day follow-
‘'ing the Order-in-Council deeming such corporations to be
individuals for purposes of the Bbitish Columbia Income Tax
Act.: There were many well knan British Columbia professionals
who incorporated and judging from the capitalizations of

these corporations the professional's legal and accounting
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advisors had conceived many tax and estate planning schemes.
A summary of all incorporations ﬁnder'the Professional
Corporations Act 1s included in Appendix'B of this thesis
and.particular attentisn is drawn to incorporation number
sixty-five which has a capitalization of appfoximately one

million dollars and various other incorporations with large

-or unusual capitalizations.

Why did only 240 professionals incorporate when

- there were so many eligible under the terms of the Act. One
likely explanation for this seeming reluctaﬁce is that many
professionals.felt thst any tax advantages would be short-
lived due to thé'pending revisions to the Canadian faxéfion
~system which had already been outlined in the white paper

on tax reform, tabled in the federal parliament some three

- months before'the,Professional Copporations Act was introduced
‘into the British Columbia Legislative. The federal white
paper proposed, in part,Athat fhe low rate of corporaté téx

be eliminafed, and that the personal and corporate taxes be
integrated; The proposal to gross up dividends and give credit
forlcorporate taxes will mean that the effective rate of
corporate tax paid by the corporation Qill be the marginal

- rate paid by:its shareholder. If this proposal ﬁas to be
implemented no incentive would remsin to retain earnings

in the corporaf&on for investment. In fact it would be wise

to distribute all earnings within two and one half years from
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»the‘end of fhe corporation's taxation year so that the -
~shareholder might bengiven credit for the corporation tax.paid.
-Again the abolition of the low rate of ¢0rporaté tax was only
.a 'proposal, and if implemented, it would take effeqt over a
”five_year period and some discussion ensued concerning other

forms of incentives for small businesses.

Howaver it is logical to assume that many profe-
'ssionals adopted a skeptical attitude pending clarification
.of federal tax policies and no dbubt these same persons felt
vindicated when the Professional Corporations Act was

‘suspeﬁded.

" While the British Columbia Pfofessional.Corporafions
Act is not presenfly available to professionals.ﬁho wish to
incorporate, it does provide a useful ekample to analyﬁe the
,potentiai tax advantages to be~gained by a professional
through incorporatiqn. It‘must be remémbered thét this
statute is temporarily suspended and could be reinstituted

at any time by Order-in-Council.

Procedures to incorporate under the British Columbia
Professional Corporations Act will now be reviewed followed
by a detailed summary of the potential tax benefits result-

ing from professional incorporation.

E. INCORPORATION PROCEDURES UNDER THE PROFESSIONAL CORPORA-
TIONS ACT . _ ‘ ' '
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To anorporate a profe551onal practece, the profe-
551onal association of. whlch the professional is a member
amust sanction the incorporation. Each profession in
British Columbia handled this matter in a different way. For
-example the Law Soeiety of Britisﬁ~Columbia would, on request,
.advise the Provincial Reglstrar of Companies that an aDpllCanL
_for incorporation is a member 1n.good standing of the Society.
“The College_of Physicians & Surgeons of Eritish Columbia
-required that a physician applying for incorpefation complete
an ihformation form, a copy of wﬁich isxshowﬁ as Exhibit B.
The Institute of Chartered Accountants requiredvits members
to confirm that they would continue to be bound by;.and the
corporation would be bound by, the regulatory jurisdiction

of the Institute of Chartered Accountants

Once the necessary consent has been obtained a
eonstitution, by-laws, notice of registered office, and a
list of the persohs_appdinted by the subscribers to act as

--first directors of the corporation must be prepared and sent

-, to the Registrar of Companles in Victoria. The writer

1ncorporated under the Professional Corporatlons Act and

-~ the constitution, by-laws and other incorporating documents

are attached as Appendix C. The form of constitution is set
out in Schedule A to the Profe881ona1 Corporations Act whlch
also provides that the objects of the corporatlon must be
limited to the practice of the particular,profession in

respect of which it was incorporated. "Limited" or "Ltd."
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-may not appear after the name of the corporation. While
the Professional Corporations Act provides that Table "A"
of the Companies Act shall be used as thg'basié7for the
by-laws of the professional corporationssthere.are several
provisions not included in Table "A" that should be contained
in the professional corporations by-laws. The by-laws should
permit the .corporation .to passla resolufion.byvhaving one
»4director'givé his writteﬁ consent. Members of the Board of
Directors must be limited to members of the particular
profession,ssthére must be no joint shareholdings,67proxies
can only be given to other members of the profeséional
.corporation concerned,68and all share certificates issded by
the professional corporation must bear the following notation
"The shares reprecented by this Certificate shall not be
transferred to a person who does not practice thékprofession

sgand.

70

in fespéct of which this Corporation isvincorporated.“

finally the corporation is not limited to fifty members.

-A_professional corporation is no more difficult to
incorporate than any other limited company and the fees paid
to the Registrar of Companies are the same as for a normal

incorporation.

Once the government announced the suspension of
the Professional Corporations Act it restated its policy of

_ returning the incorporation fees to persons who wished to
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surrender the certificate of incorquation. The.dirgctor-
of the corporation was reéuired to swear a declaration that
the'corporation was not carrying on business and had no
liabilities. The writer followed this proéedure and had
his incOrporafion‘fees refunded. These documents are also

included in Appendix C.
F. POTENTIAL TAX ADVANTAGES THROUGH PROFESSIONAL INCORPORATION
‘l; Availability to the Sole Practitioner

In British Columbia a minimum of two members are
requifed to incorporate a private corporation while five
menbers are required in the case of a public corporation.7l
In order to avoid "shot gun“ profeésional partnerships the
Professional Corporations Act perides for corporations
consisting of only dne member Qho will be the sole director,
officer and shéreholder.72 This would clearly be a way to
avoid long aﬁd tedius direcfors‘meetings. For the first

. time we have a truly one-man cbrporation with all the

associated tax advantages.
2. Business and Financial Flexibility
While at first appearance a professional corporation

is limited in its activities to the practice of the particular

. . . . 73
- profession for which it was incorporated, the Act also
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provides that a profeséional corporation may invest»its

funds in real estate, mortgages, stocks, bonds, or any other
type of investment,vor'own, lease, sell, disposg of, or
otherwise deal in real or personal properfy for the purpose
of carrying on the business of fhe cor'por'ation.v7u The
professional c&rporation could own a building containing the
professional office and could lease automobiles to be used
byvits employees and it could perhaps be successfuliy'argued
that the corporafion’s cash reserves could be invested in
‘rental real estate which due to interest payments and‘capital
cost allowance may produce a net loss which could be offset
‘against the corporations pfofessional income. Any dividends
receivedlby a professional corpofation from another tax

o _ ‘ 75
paying Canadian corporation will not be subject to tax.

It is thought by many advisors to be édvantageous
fdr aCcdunting'reasons to maintain the accounts of the profe-
ssional corporation separate from the ﬁrofessional's personal
accounts. It is no longer acceptable in this day and age of
medicare payments, annual audits, and high professional
" income for a professional not to maintain proper accounting

procedures and controls. It is also more convenient to only

'  be involved in valuing and transferring the shares of the

professional corporation on the death of the professional

rather than having to transfer each of his assets individually.
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3. Pension Plan Benefits

A professional.who incorporates wnder the Profe-
"ssional Corporations Act could take advantagg of substantial
pension plan benefits that would not be avaﬁiable in the same
‘manner to his brother profeséiohal who is a member of a
_partnership or is a sole proprietor. If the: professional
-corporation contributes to a qualified pensiom plan on the
professional's behalf it may deduct the contribuﬁion from its
taxable income up to a limit of $1,500. The:professionai is
taxed on those funds when actually received.ﬁrom.the pension
fund resulting in a deferfai of tax and probizbly a lower rate
of tax applied to the funds. The Department: @f Mational
Revenue ig apparently refusing to accept for registration
pensioh plans that are primarily for the benefit of share-

76

holder employees.’ If this is the case it would curtail this

advantage of professional incorporation.
4. One Time Tax Saving in Year of Incorpewation

As with any corporation?'a professional corporation
is able to select its first year end.77 If the fiscal period
of the éorporation commenced Juiy 1 and the pwofessional was
employed by the corporation on that date his taxable income
for that calendar year during which his employmemt commenced

could be controlled by the amount of salary tie corporation
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paid him in the period from July 1 to December 31. By pay-
"ing a nominal salary for‘the bélance of the calendar year
the income earned by the professional in the first six
months of fhe year‘of incorporation would be subject to a

lower marginal rate of tax.
~.5. Lower Average Rate of Tax

The 1income tax rate structure appiying to individuals.
is ?rogﬁessive,_ranging from il% on the first $1,000 of taxable\
income up to 80% on all income over $400,00078.r Corporations
are subject to a split rate of income tax, being téxed at a
rate of 18% on their income up to $35,000 and at a rate of 47%
on all of their inéome in excess of $35,000. While it can be
quickiy calculated that a marriedlindividual with two children
aged twelve and fourteen would expérience'a marginal rate of
tax in excess of 21% once his inééme exceeded $7,000 this
does not mean that he would obtain an immediate tax benefit
by incorporating. One must compare‘the individuals avérage
rate of tax wifh the low corporate rate of tax and the 21%
rate cah only be used as.a comparison if no income is paid out
fo the individual as salary or dividends. If most of the
corporation's income is to bevpaid through to the‘individual

there is very little advantage in incorporation vis a vis

the low rate of tax due to the double taxation feature.
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6. Deferred Profit Sharing Plan

Thé profeséidnal corporation may deduct up to
$1,500 from its taxable income in conjunction with monies
pald to a trustee of a deferred profit sharing plan established |
for its employees. It is not kno&n whether the Department of
National Revenue is discouraging such pians_established for
the exclusive benefit of shareholder employees but this may be
theif.practice. Any deduction claimed by the corboration for.
contributions to the deferred profit sharing plan must be

" reduced by amounts contributed to an employee's penéion plan.
7. 'Dividend Tax Credit

When the corporatlon pays dividends to its share-
holders they may reduce their tax otherwise payable by 20
of the dlv;dend received. This is intended to o;fset the
double taxation of thesevfunds and, for a profeésional
corporation with a significant amount of retained earningé
whose.only shareholder retires, it means that.these retained
earnings may be paid out to the'shareholder over a number of
'yearé and attract little if any‘téx due to the 20% dividend

tax credit.
8. Stock Dividend from Tax Paid Undistributed Income

Under the provisions of Section 105 of the Income
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Tax Act the Profeésional-Corporation could distribute one-
half of its income each‘year in dividends and, in a subsequent
taxation year, could elect to pay a 15% fax on an amount equél
to the dividends previously paid thereby creating tax baid
.undistributed income from which a stock dividend comprised
~of'redeeméble preference shares could be paid. When these
'shares are redeemed, the redemptioﬁ price would be baid frée
of tax to the shareholders. This procedure is clearly
Eattraétive tb shareholders subject to a high marginal rate

-of tax.
8. Group Term Life Insurance Policy

The corporation may deduct the cost of premiums
for a group term life insurance policy not exceeding
$25,00079fof the benefit of its employees. Pfoviding that
the policy conforms to the requirementé of the Income Tax
Actaoit would not give rise to a taxable benefit in the

hands of its employees.8l

'10. Loans to Officers
Section 8(2) of the Income Tax Act permits the
corporation to borrow monies and deduct the interest from
its taxable income and then to lend the monies interest
free to its officer-shareholder to assist him in the purchase

of a home or automobile. Some reasonable repayment provision
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must be agreed upoﬁ’between the corporation and its officerQ
Thé.loans described in Section 8(2) of the Income Tax.Act
are an exception to the normal rule that éuch loans will
g;ve rise to a deemed dividend in the- hands of a shareholder.
A general mediéal practitioner could use this provision to
finance the purchase of an automobile. Cther professionals
may hayé difficulty demonstrating that an automobile was
used exclusively in the performance of.the'dﬁties of his
‘office or employment A record .should be maintained by the
brofessional‘so that if called upoﬁ he can show what propor-
tion of the time the car was used in connection with his
employment. Theré is no requirement that any part of thé

home be used in conjunction with the employment.
'11. Unpaid Remuneration

A pfcfessional corporation dperating on an accrual
basis of accéunting could accrue its employees salary for up ’
to three years. This would permit the corporation to deduct
" the salary in the year it is earned but the employee will

defer his tax liability for up to three years as the salary

. . .. 82
1s not taxable until actually paid.
12.. Death Benefit

"There may be an agreement between the profeésional

and the corporation that upon his death a death benefit will
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-be payable to his widow. A portion of this payménﬁ equal to
the lesser of4$10,000§ offone year'é salary, is a tax
~deductible expense for the corporation and is not subject

to personal tax in the hands of the widow.83

13. Retiring Allowances
.gIh,recégnitionrof~a'professional's long service
_to a corporation he may be paid a retiring allowance which,
'is deductible by the corporatién'in calculating its taxable.
income. The allowance will be taxed in the employee's hands
in the year that it is paid. There is no specific provision
for the deduction of retiring allowances‘in the Income Tax
Act ‘but in one authorfs8uopinion as long as such payments are

‘reasonable they may be deducted.
14, Goodwill

When the corporation is initially organized the

. professional will transfer his assets including the building
where he carries on his pfactice, his equipmeht, accountsf
receivable and work in progreés and all hié office fecords

such as patients records, clients files or previously
‘prepared plans. These latter asse{s are particularly

valuable because they are thé pﬁysical evidehce of the goodwill

that the professional has built up during the course of his
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practice. This gdodwill'can presumably be paid for by the
corporation in the form of prefefred shares or aipromissory
noté-which gén be redeeﬁed or repaid at a later date. The
effect is that funds may be distributed by the corporation to the
professional withdut his incurring any tax iiability.

Presumably the Departﬁent of National Revenue would_chalienge
-an-.unreasonable valuatioh on the pfofessional's goodwili and

in cases of doubt the proposed_goodwill valuafion should be
~referred to the Departmént of National Revenue for their

approval.
15. Employment of Spouse

It is not uncommon, particularly in the.daée of
medical practitioners, that the préfessional's wife will be
actively employed in the practice as nurse, receptionist,
bookkeepervor stenographer. Even invsituations where the
wife is a bona fide employee iﬁ a professional practicevthé
.professional husband is unable to deduct the wife's'salary.
., If the professional's sister’wés ehployed to do precisely
the same work her salary would be deductible by the profe-
ssional brother. It was the application of‘this'ﬁrovision
of the Income Tax Act which prbducéd a harsh result inb

Laverne C. Kindree v. MNR.

"While S.21(2) of the Income Tax Act was cleably
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enacted to prevent inéome.splitting resul;ing ffom a {axpayér
paying a szlary to a spouse who does little or nothing in
return, its blanket prohibition also prevents-the deduction’
of Salary paid by the professional to a spouse in return for

bona fide services.

By having the corporation employ the professiocnal
and spouse no such problem arises as both salaries are a
deductible expense for the corporation and the salaries are

taxable in the employee's hands.

" 6. TAX PROBLEMS WITH THE PROFESSIONAL CORPORATION

It may be advisable for each‘professional in a
partﬁership.to incorporaté sepérafely and to continue the
professional assoqiation as-a partnership of professional
corporations. This procedure should definitely be followed
where the professionals are presently sharing office space and
some services but are otherwise carrying on separate practices.
Even under. these circumstances it_is possible that the
Minister of National Revenue may argue that one of the main
reasons for haQing two professionél corporations is to take
advantage of the low fate Qf corporate tax on the first'

$35,000 of taxable income85 £ eachvcorporation and therefore
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+he two or more corporations should be deemed to be associated
with each other which‘wodld restrict the two or more éorpora~
tions to claiming the low rate of corporate tax on a maximum
of‘$35,000 bf income.ae. To avoid associated status the profe-
ssionals should maintain-separate boéks, not pool their ihcome,
maintain sepafate ownership of their equipmént and use

separate distinctive stationery.
2. The Corporation Must Carry on the Practice

It is importaht.that no one have the.imﬁression
that simply by registering certain documents with the Reg-
vistfar of Companies in Victoria thét next year's income tax
bill will be halved. On the contfary the actual incorporation
‘is only the first step. It is then necessary to prepare an
employment confract between the préfessional aﬁd the corpora-
tion, sell the professional's tqtélvpfesent undertéking to
the corporation, and obtain stétionery so that all billing
and correspondence may be in the corporation's name. The
corporation's name should-be'prohinehtly displayed outside
the professional 6ffice, it should be listed in the telephone
directory and the bank accounts should be kept in the.cofpora—‘
tion's name. The professional must remember that he is -
strictly in the position of an empioyee and must keep his
personal financial transactiéns'quite separate froﬁ those of

~the corporation.



IV. RECOMMENDATIONS

Having now reviewed the current tax treatment of
professional income in Canada, several feétures.of oﬁr
income tax system which unfaifly discriminates against the
professional have been identified. "Enacting the Professional
Corporations Act was an attempt to alleviate these tax | |
inequities, but posed definite ethical probiems and more
signifiéantly tended to be labeiled as a tax "plum" for
'profeséionals thus raising~new_problems of equify in relation
to other classes of taxpayers. As a general recommendation,
professional iﬁcorporation should not be permitted, but
certain changes to our tax system should bé effected to
reconcile the disparity between the tax treatment of profe-

ssional and other business income.

The first recommendation'is that Section 21(2) of

the Income Tax Act which reads:.

o

Where a person has received remunera-
tion as an employee of his spouse, the
amount thereof shall not be deducted
in computing the spouse's income and
shall not be included in computing
the employee's income

should be amended by the addition of the words:
;..except when 5uch remuneration was

received by the spouse feor bona fide
services rendered to the spouse
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paying such remuneration.-

This amendment would prevent a repetition of the
problem faced by the Squamish Doctor who was ungble to deduct
the salary he paid to his wife for her sérviCes‘to his profe-

ssional practice as a registered nurse.

The second recommendation is that all taxpayérs
should have the option of either claiming expenses incurred
on post éecondary education as a deduction frqm their taxable'
income in the year that they are incurred or capitalizing
them to/be deducted from future income. Taxpayers in the
professions‘correctly_argue that their earning years are
compressed and due to our progressive tax rates their profe—

ssional income is taxed at a higher average rate of tax.

Thejthird recommendation is that an option be
provided in the Income Tax Act whereby prcfessionals could
be taxed at corporate.r;ﬁes. in other words their profe-
ssional income would be deemed to have been the income of a
fictitious corporation and then taxed at coréorate rates.

In addition this fictitious erporation could conduct itself.
as a regular corboration in regafd to making loans to the
professidnal, esfablishing‘pension plans, and all other
mechanisms presently available to corporate taxpayers. The

- professional would, in addition, file a personal téx return,

declaring salary and dividends received from the fictitious
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corporation. .The,altefnative to amending the Income Téx Act
in this manner is to enact legislation in each ﬁrovince
permitting professional incorporation. This is.undesirable
as it would'be difficult to achieve uniform legislation in
-all provinces, it may create friction with other classes of
taxpayers and it raises ethical problems. It is not desirable
that a corporation remove your appendix or draft your wiil.
’ The patient-doctor, lawyer-client and other professional

relationships are vital in our society and Sh0qld be preserved.

.The more important question is why should profe-
séional income be taxed as corporate income, and what about
’the'professional who receives income from an office or
employmeht? There has always been a fundamental distinction -
in our Income Tax Act between business income and income
derived from an office of employment. Tax concessions have
been granted in the case of busineSs income to encourage the
establishment of Canadiar business, to permit small Bﬁsiness
to comﬁete wifh larger businesses, and to provide a means
whereby small businesé may accumulate capital to acquire
operating assets. The establishment of a professional
‘practice requires an outlay of capital for library,'instfuments,
office furnishings and a continuing fund of working capital
is needed to provide for accounts receivable, salaries of

‘associates and employees and numerous other day to day

expenses. Engineers are allowed to incorporate, as are



plumberé, pharmacists, management consultants, gardeners,

and most other occupational groups. Professionals face thé
same problems as other bﬁsiness enterprisgs and, should receive
similar tax.treatment. The effect of this proposal is shown
in.EXhibit.C which outlines the potential tax éaving resulting
to a professional who is taxed at éorporate rates. The tax

' saving is largely dependent on what proportion of the corpora-
tion'é income is distributed to the Professional. There is
clearly an incentive tb retain monies in tﬁe coréoration and

these funds would.presuﬁably be utilized in the practice.

Professionals receiving income from an office or
empldymeﬁt'are not generally required to invest their own
funds in inéome prbducing assets, nor do they generally
face the same financial risk and can not justify similar tax

treatment.

The fourth'regommendation is that professionals
be permitted to use the cash basis of accounting but that
measures be taken to prevent them from using artificial cash

handling procedures to avoid or postpone income tax.

V. CONCLUSION

"

The nuestion of the taxation of professional

income is a question of equity. Is it fair to allow a



- 56 -

pharmacist to incorporate but not a doctsr, a private
investigator but not a lawyer? It must also be remembered.
that most professions have the pdwer to eontrol entry into

their profession and to set their fee scale.

To promote equity and rationalize our tax system
professional income must be treated the same as all other
business income. If necessary another branch of government

%

might investigate the regulation of professional fees.

As long as professionals do not‘achieve equitable
tax treatment and continué to have the discrétion to set
their own fees they will attémpt to maintain a satisfactory
after tax income. This can only rebound: to the disadvantage-

of the genéral~public in the form of higher professional fees.
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APPENDIX A
THE 1971 INCOME TAX LEGISLATION

The federal government's téx reform measures were
preseﬁfed fo the Canadian Parliament by the Honourable Edgar
~J. Benson, Minister of Finance, on Friday, Jﬁne 18, 1971.
While to a consideréble extent the proposals Coﬁtained in the
previqus government white paper have been iﬁplemented there

are a number of departures that are significant in relation

to the taxation of professional income.

The proposal to integrate the,incbme of a corpora-
tion with that of its shareholders has been dropped. Dividends
paid to a shareholder will &= be entitled to a 33-1/3% tax
credit, but the tax credit wiil‘be added to the dividend and
ihciuded in taxable income. A Canadian controlled private
‘corporation will be taxed at. 25% on the first $50;OOO of
business income. This 16w rate of tax will cease to apply

and a corporation has accumulated taxable income of $400,000.
The accumulation is calculated by adding each year's taxablé
income after the implementation of the new Act and by

deducting four-thirds of taxable dividends paid to shareholders.

The new bill requires taxpayers in the professions
to report income and expenses on an accrual basis for fiscal

years ending after December 31, 1971. Work in progress will "



not be brought into income except at the option éf the tax-
payer. Accounts presently outstanding, which uhder the
present tax legislation have not yef been included in income,
will be brought into income over a number of years so as to

avoid an unnecessary. tax burden in the first year.

What is the effect of the proposed tax legislation
on the fecommendations contained in this thesis? first the
‘accrual bésis of>accounting required under the proposed
Income Tax Act is in fact a quasi-accrual method and will
not create undue hardship. Second, and more significantly
the préposed bill will maintain the distinction'befween
‘individual and corporate taxation and will therefore perpetuate.
the inequity between the taxation of professional and other
business income unless professionals are permitted corporate
tax status. The low rate of tax has been raised to 25% but
Will still be lower than the average rate of tax‘éxperienced
by many profeséionals: ‘ghe ceiiing of.$u00,000 on the
accumulated low rate of tax will still permit professionals
to become established in their pracfice whiéh is the purpose

of the low corporate rate of tax.



APPE NDT> B
Incorporationg Under the

Professional Corporations Act S.B.C.1970 C.37

Incorporation’

No. Date Hame Profession
1 July 31/70 Dr. V. Baker Physician
2 July 31/70 Dr. R.%. Wiggins Physician
3  Aug. 4/70 Dr. J.D.Stenstrom Physician
4 Aug. 7/70° Dr. A. Herstein Physician
5  Aug. 12/70 Dr. H.D.MacWilliam Physician
6%

7  Auvg. 13/70 Gordon C. Hunter Dentist

8 Aug. 13/70 Wm. S. Parteous Dentist

9  Aug. 13/70 Robert M. Mann  Dentist
10  Aug. 13/70 . Dr. W.M. Kendrick Physician
11 Aug. 13/70 Dr. G.E. Cox Physician
12. Aug. 17/70 Drs. H.C. and Physician

L. Zeldowicz

13. Aug. 19/70 Joseph Gris Dentist
14. Aug. 19/70 Dr. A.M. Krisman Physician

#*Incorporation Documents Withdrawn

Capitalization

310 000 -~ 10,000 shareu
1 00 PV :

200 Class A Common

49,800 Class B
Non-voting

All NPV-nax.S5.P.$1.00

$10,000-10,000 shares
® $1.,00 PV

$10,000~-1.0,000 snares.
@ $l 00 PV

49 000-49,000 shares
wl 00 pV
1 000 coumon shares
max. S.P. $1.00

$10,000 ~ 100 common

9, 900 non—cumu]atlve

nonmvotlﬂ"
'Dv!e'f- nvw-nnd

shares PV SIQOO

$10 000 - 10,000 shares
PV &l 00 :

10,000 shares max.
S.P. $l.QO

$49,000-49,000 preferred

-shares PV %1.00

1,000 common shares
max. S.P, $1.00

$30,000--3,000 redeemable
preferred shares PV $10.

- 10,000 shares max.SP $1.

10,000 shares mnax.
SP $1.00

blO 000-10,000 shares
%) $l 00 PV ‘

10,000 shares NPV
Max. SP $1.00



Incorporation ; ) '
No. Date Name Profession Capitalization

15  Aug. 19/70  Dr. S.H. Prackson Physician 10,000 shares NPV
- -max. SP $1.00

16  Aug. 19/70 Dr. Nathan Batf' Physician 10,000 shares max. SP

. $1.00
17 Aug. 24/70 Dr. J.H.K. Kim Physician  $10,000 - 10,000 @
| $1.00 PV
18  Aug. 25/70 Dr. Bernard Costello " 10,000 NPV max. SP §1.

18  aug. 25/70 Dr. Gordon G. Lott Surgeon 200 Class A common
_ . max. SP $1.00
49.800 Class B non-
voting NPV

20  Aug. 25/70 Dr. M.W. Losenfeld Physician 10,000 shares NPV
: _ - . - max. SP $1.00

21 Aug. 26/70 W. C. Weinstein Dentist'. $15,000-200 ccmmon PV
o . N . 31 oOO
14,800 preferred
. 'redeemable

22  Aug. 26/70 Dr. L:-Matrick Physician $10,000 NPV shares
‘ » max. SP $1.00 :

25  Aug. 27/70 Dr. R. OQuterbridge Physician 10,000 NPV shares max.

SP’ $1.00 |
24  Aug. 27/70 Dr. B. J. Gaerber Physician 10,000 shares max. SP
__ ‘ T $1.00
25  Aug. 28/70 Dr. Lionel Tenby Physician 10,000 shares max. SP
e $1 .00
26  Aug. 28/70 J. S. Craib Dentist 10,000 shares max. SP
. : $1.00
27 Aug . 28/70 Tyrus R. Cobb Chartered 10,000 shares NPV.

Accountant max. SP $1.00

28  Aug. 28/70 Henry E. Thiessen Dentist $1oi088-1o¢ooo shares
@ 31.C |

29. Aug. 31/70 J. D. Routtenberg Chartered 10,000 NPV max. SP $1.00
o o Accountant
30 Avg. 31/70 D; N. Takahaski. Tentist $10,000~10,000 @ $1.00
' : : PV

31 Aug . 31/70 Dr. Kwok Wei Yue Physician $10,000-10,000 shares
' ’ PV $1.00

32  Sep. 1/70  Dr. R. 7. Hosie Physician $9,900-9,900 shares PV
‘ ~ $1.00. 100 ordinary
max. SP $1.00 :



Incorporation

Dr. J. C. Donald

Dr. H. . Ford
Dr. A. I. Munro

W. Chambers:

R. G. Morrow

R. R. Jansen

Dr. J. M. Wong
Dr;-Eénsf Frinton
T.R.K. Erdman
John M. Work

S. J. Ladyman

Dr. L. C. Kindree

”

i. Van Messel

14/70 Dr. P. J. Jurcic

No. Date Name

3%  Sept. 1/70 Dp. M. I. MacKay
34  Sept. 1/70v
.35 Sept. 1/70

36  Sept. 1/70 Dr.C. Schom
37 Sept. 1/70

38 Sept. 2/70 Dr.

39*

Sept. 2/70

41 Sept. 2/70

42  Sept. 2/70

43 Sept. 4/70

44 Sept. 4/70

45  Sept. 4/70

46  Sept. 4/70

47  Sept. 4/70

48 Sept. 8/70

49 Sept.

SQ.

51

*Incorporation Documnents Withdrawn

Profession

Physician
Physician

Physician
Physician

Physician

°

Dentist

Cert. Gén.
Accountant

" i © ok

Physician

Medicine -

Chartered
Accountant

Dentist
Chartered
Accountant

Physician

" Chartered

Accountant

Physician

Sept. 8/70 Dr. GLC. MacKinnon "
Sept. 8/70 Dr. P. Fransblow Dentist

Capitalization

$9,900-9,900 shares PV
$1.00.
100 ordinary max. 3P $1

- 9,900 pref. shares

PV $L.00. 100 ordinary
max. SP $1.00

$9,900-9,900 preferred

shares @ $1.00. 100
ordinary NPV max. SP $1 .

10,000~V $1.00
$9,000—9,000 preferred
shares PV $1.00

1,000 common shares -
max. SP $1.00

10,000 shares max.
SP $1.00

$10,000-10,000 @ $1.00

$10,000=PV $1.00
3§,OOO—9,000 preferred

PV $1.00.
1000 common max.

SP $1.
10,000 NPV max. $1.00
$10,000-~10,000 PV $1.
10,000 shares max.

PV $1.00

$49,000-49,000 preferred
shares PV $1.00

1000 common max. P $1.00

10,000 max. SP $1.00

$10,000-10,000 PV $1.
$10,000~10,000 PV &1l. .

$10,000-100 common
shares.9,900 pref. §l.



No.

Incorporation

Date

. 52

53

54
55
56

57

58

59

60
61
62
63
64

66

67
68

Sept.

Sept.

Sept. 8/70

sept. 9/70

Sept. 9/7C

Sept.. 11/70

11/70

Sept. 14/70

Sept.

Sept.

15/70
17/70
17/70
17/70
17/70
18/70

Sept.
Sept.
Sept.
Sept.
Sept.

Sept.

Sept. 18/70

18/70
22/70

Sept.
Sept.

22/70

3.

15/70

15/70

Name -

N. Hasedkin

Dr. H. V. Hughes

M. J. Cody

Profession

Capitalization

Dentist

Physician

$10,000-10,000 @

L. OO rv
$49,000-49,000 redecem~

able preferred bhares

- PV $1.00

1,000 common shares
NPV max. $1.00

$10,000-10,000 shares
@ $1.00 BV

9,999 NPV max. P 31.00'
$10,000-10,000 PV §l.

9,000 preferred NPV

- 1,000 coummon max.

SP $1.00
10,000 shares VPV

' ma}’° $1.00

Cert. Gen.

Accountant
Marsh, Martin, Chartered
Marsh & Co. Accountants
Dr. E.R. Physician
Englebrecht
Hugh T. Rae Accountant
Dr. M.‘J. Watermsn Dentist
Dr. M. Tepowsky Physician
Dr._Mortdn Dodek Physician
Dr. John Fraser  Physician
Dr. J.H. Keough fnysician
Pierre R. Dgﬁ | Dentist
Dr. K. K. Jain Physician
Dr. I. H.Williams Physician

John W. Papman

L3

Dr. W. R. iorton

Dr. He Re. Carfer

Michael Ralanko

Dentist

Physician

Physician

Dentist

9,000 preferred NPV

1,000 common max.

DB 31.00
10,000 NPV max. SP §l.
$10,000-10,000 @ $1.00
$10,000~10,000 @ $1.00
$10,000~10,000 @ $1.00
$10,000-10,000 PV g1,
$999,995-999,995 pref.
shares PV $1.00

5 common NPV-max.
$1.00 '

SP

9,000 preferred shares
max. SP $1.00
1,000 common shares

1$10,000-10,000 PV 1.

50,000 shares-200 common

49,800 preferred
NPV Max. 8P $1.00

$10,000-10,000 PV 81.



Incorporation

- 81

. B4

No. Date Name ~ Profession
70  Sept. 22/70 Dr. R. N. Grant Physician
71  Sep%. 22/70 Dr. R.C. Anderson Physician
72 " Sepw. 23/70 Dr. K. E. Leslie Dentist
73  Sep%..24/70 Dr. S. H. Hsu Physician
74  Sept. 24/70 Dr. H.K. Middleton Dentist
75  Sept. 24/70 W. P. Catalano Dentist
76  Sepr.”24/70 Dr. C. R. Campin Physician
77 Sepiz.. 25/70 Dr. W. F. Baldwin Physician
78  Sept. 25/70 Dr. LVC Friesen Physician
79  Sept..-25/70 Dr. C. H. Felix  Physician
80 Sept. 28/70 Para River Medicine
Med. Services
Sept:°728/70 Dr. A. D. Claman Physician
82 Sept:“29/70 Dr. J. K. Browne Physician
83 Sep¢$429/70 Dr. D. Bowers Physician
Sept. 29/70 Dr. W.D.McDougall Dentist

Capitalization

50,000 shares - 200

.common, 49,800 pref.

NPV max. SP $1.00
5Q000 shares - 200

- common, 49,800 pref.

NPV max. SP $1.00

$49,800-49,800 pref.
shares @ $1.00 PV
200 common NPV

nax. S?P $1.00

$49,000-49,000 pref.
shares PV $1.00
1000 common HPV $l.

$49,800~49,800 pref.
shares PV $1.00

200 common KPV

max. SP $1.00

© $10,000-10,000 shares

PV $1.00

$49,800~-49,800 pref.
shares PV $1.00 '
200 common NPV

max. SP $1.00

$9,000-9,000 non-
cunulative redeemable
pref. shares PV $1.00
1,000 common $1.00 max.

$9,000-9,000 non-
cunulative redeemable
preferred shares PV 1.
1,000 common $1.00 max.

$10,000~100 common
9,900 preferred shares

10,000 NPV max. $1.00

10,000 WPV max. $1.00

$10,000-10,000 NPV -
max. $1.00
10,000 NPV max. $1.00

$49,000 pref. PV $1.00
1000 common NPV MAX.S1.



Incorporation

Profession

Capitalization

‘No. Date Name
85 Sept. 29/70 C. W. Wright . Architect
86  Sept. 29/70 Dr. J. D. Hough Physician
87 Sept. 23/70 Dr. J. L. Stoller Physician
88 Sept. 29/70 Gilbert Eng Architect
89 Sept. 29/70 Dr. D. M. Shorting Physician
90 Sept. 29/70 Terence Webb Dentist
91  Sept. 30/70 Max. Tenenbien  Certified
: & Co. - Gen. Acc.
92  Sept. 30/70 T. S. court W
93 Sept. 30/70 Dr. A. B. Physician
: _ Mulhollanda
g4 Sept. 30/70 5. D. iby Dentist
95 Sept. 30/70 Fred Thornton Architect
Hollingsworth '
96  Sept. 30/70 Gero Medical Medicine
' Services ‘
97 Oct. 1/70  Dr. L.K. Williams "
& Assocliates
98 oOct. 6/70 J. H. Bridges Dentist
99  QOct. 6/70 M. Vyas, M.D. Physician
- J. Rosenblatt, M.D. :
100 Oct. 6/70 Dr. Helson Chew Physician
101 Oct. 7/70

Dr.R,F, Stanley Physician

10,000 NPV max.$

10,000 NPV max. $1.00
350,000-1000 common
shares PV $1.00

4900 .preference PV 310,
10,000 NPV max SP $1.
10,00C NPV nax. SP $1.
$9,900-9,900 pre @
$1.00 PV

100 ordinary NPV

$49,000-49,000 redeem-

-able pref. shares PV

$1.00.

1000 NPV common -
@ $1.00 :

$10, ooo-lo 000 shares
@ $1. 00

$1o,ooo-1o,ooo @ $1.00
10,000 NPV max.S$L.00
$10,000-10,000

@ PV $1.00

10,000 NPV $1.00

110,000 shares NPV

max. $1.00

1.00
$10,000-10,000 shares
10,000 NPV $1.00

$9,000-~9,000 non-"

‘cunmulative redeemable

prefcrred shares PV
$1.00

1000 common NPV Max.

$1.00

$20,000-2,000 redeen.
pref. PV $10. 1000
common NPV max. $1.00



Incorporation

Dr. W.C. McCauley Physician.

No. Date Name.
102 0ct. 7/70 Dr.
103 Oct. 7/70
104 Oct. 7/70  Dp. N. B. Hirt
105 0Oct. 7/70 Dr. OCL. Gloster
106 Oct. 8/70 Dr. W. B. Sipko
107 Oct. 8/70 W. A. Dyck
108 Oct. 8/70 Richard Muscot
109 Oct. 13/70 J.B. Roseborough
110 Oct. 14/70 Dr. W. G. Nical
111 Oct. 15/70 0. B. Franklin
112 Oct. 16/70 Dr. J. Dukelow
113 Oct. 19/70 G. A. Freeze
114 Oct. 19/70 Dr. E.N. Hughes
115+ Oct. 19/70 H. G. Acqua
116 Oct. 19/70 Sandman Med.

- Services
117 Oct. 19/70 Dr. J. Graham
118 Oct. 20/70 Dr. Paul Bratty
119 Oct. 21/70  Zolton Martonffy

Architects

120 Oct. 22/70 Dr.W. Billing-

Meyer

Profession.

E. C. Prevost Physician

Physician

Physician

Dentist

Dentist

" Dentist

Dentist

Physician
Dentist

Physician
Dentist

Physician

Cert.
Gen. Acc.,

Physician

Physician’

Physician

Arcinitect

- Physician

Capitalization

$9,900-9,900 pref.
PV $1.00. 100 ordinary
NPV $1.00 ‘

$20,000-2,000 redeem.
pref. 'shares PV $1.00
1000 common NPV $1.00

10,000 NPV mex. SP $1.
$20,000-2,000 redeem. .

pref. PV $10.00
1,000 NPV common $1.00

$10,000-10,000 @ $1.

$10,000~9,000 non=-
cunulative redeen.
pref. $10.00

1000 NPV common $1.00

$10,000-10,000 BV $1.

@ $1.00
200 common NPH $1.00

‘$10,000—l0,000 @ $1.00

$10,000-10,000 @ $1.00
$10,000-%0,000 @ $1.00
10,000 shares @ $1.00
$49,800~49,800 pref.

PV $1.00

200 common NPV max.%l.OO

$10,000-10,000 @ $1.00

"~ $10,000-10,000 @ $1.00

$49,000-49,000 pref.
PV $1.00 .
1000 common NPV $1.00

$10,000-10,000 @ $1.00

1000 shares NPV max.
$10.00

$9,900~9,900 pref.
shares PV $1.00
100 ordinary NPV max.$l



No.

Incorporation _
Date Nameé Profession

Capitaelization

2121

122
123
124

125

-

126
127

128
129
130

131
132

133

134
135
136
137
138

139

oct. 22/70 Dr. R. Colledge Physician

Oct. 23/70 Dr. Arthur D. Moody "
Ooct., 23/70  Dr. TCM. Mackenzie "
Oct. 26/70 Dr. P. Kumar Das "

Oct. 26/70 Dr. J.D. Warren "

Oct. 26/70 C.B.K. Van Norman
& Associates Architect

Oct. 27/70 K. K. Nishiguchi Dentist

Oct. 27/70 Dr. G. Singh Physician
oct. 27/70  Pine'Med. Serv. Physicians
Oct. 28/70 Dr. H.J. Shuster Dentist

Oct. 28/70 Dr. Amir Soltan Physician
Oct. 28/70 Dr. B. E. Cragg Physician

Licd

Oct. 29/70  James Cameron Dentist
Oct. 29/70 ~ Dr. D. A. Brown Physician
Oct. 29/70 Dr. C. P. Holden Physician

oct. 29/70 Collins & Collins Architects
QOct. 30/70 I. W. Busch ° - Dentist
Oct. 30/70 A. Van Hoek Dentist

Oct. 30/70 Dr. J. B. Woodward Physician

$15,000--1,000 common

.14,000 redeemable

preference 2V $1.00

© $10,000-10,000 PV $1.
$10,000-10,000 @ $1.00

$30,000-3,000 redeem.
pref. PV $10.00
10,000 ccmmon NPV $1.
$30,000~3,000 redeen.
pref. PV $10.00
10,000 common max.gle.

10,000 WEV @ $1.00
$10,000-~10,000 common
PV $1.00 A
$10,000~10,000 @ $1.
;‘E’l0,000"l0,000 @ \?jlo
$24,000-24,000 pref.
PV $1.00

1000 common NPV max.31.

10,000 coumon NPV $1.00

'$9,900-9,900 pref.

shares PV $1.00
100 common NPV $1.00

$10,000~10,000 common
shares

9000 preferred PV $10.
10,000 NPV max. SP $1.

$50,000-200 corumnon

49,800 pref. All PV 51.

10,000 NPV max. SP $1l.
10,000 NPV max. SP $1.

$20,000-2000 redeen.
pref. @ $10.00
1000 common NPV $1.00

$9000-9,000 pref. Class -
APV $l. 100 comnmon
NPV max. $1.00



Incorporation

Dr. Peter Allen Physician

Profession

Dentist

Dentist

Denti§t
Pentist

Physician

Physician

Architect

Physician‘

Physician

Dentist

Physician

Lawyer

Lawyer
Lawyer
Lawyer

No. Date Name

140 Oct. 30/70 Ross Mathewson
141 Oct. 30/70. R.W.C. Hackemann
142 OCct. 30/70
143 Oct. 30/70 Dr. T. M. Edworthy "
144 Nov. 2/70  B. B. Berezon
145 Nov. 2/70 Edward Kito

146 TKov. 2/70 Dr. T.E. Greene
147 XNov. 2/70  Dr. J. E. P llak
148 Nov. 2/70  P. P. Tofin

© 149 Nov. 4/70 Dr. Danny Strub
150 Nov. 4/70 Dr. N. Gelpke -
151 Nov. 5/70 P. G. Baker
152 Nov. 5/70 - Dr. A. W. Gerein
153 Nov. 6/70 B. B. Corbould

154 Xov. 6/70 D. W. Carmichael
155 Nov. 6/70 D.D.G. Milne
156 Nov. 6/70  F.W. Barry & Co.
157 Nov. 6/70 R. J. Hughes

Lawyer -

Capitalization

$10,000~10,000 @ $1.

‘200 Class A common

49,800 Class B non-

- voting NPV max. $l.

$49,000-49,000 redeen~
able preferred shares
PV $1.00 '
1000 common HPV max.
$1.00 :

$10,000-~10,000 @ $1,.00
PV

$30,000-3,00C redeem-
able pref. PV $1.00
10,000 common NPV $IL.

£49,000-49,000 pref.
@ $1.00
1000 common NPV - max.

8P $1.00

@lO 000-=10, 000 snareu
@ &1 00

. $109000~1O ,OOO @ $1000

10,000 NPV max $1.00
$10,000-10,000, $1 .00

PV

$10,000-10,000 @ PV
$1.00

10 9 OOO NPV":{Bl .OO maXc
$10,000-~10,000, $1.00

Py
$10,000-10,C00 @ $1.

$10,000~10,000 @ $1.

$10,000-10,000 @ $1.

$10,000~10,000 @ $1.
50,000 shares

. 49,900 Class A non-

voting participating
common; 100 Class B

votlng non-particip-
ating NPV max. SP $1.


http://GelpJ.ce

Incorporation

16/70

No. Date Name Profession
158 Nov. 6/70  Michael Kaburda Dentist
153 Tov. 6/70 Michael G. Oliver Lawyer
160 HNov. 6/70  Dr. A. G. Gray Physician
161 Nov. 6/70  Dr. F.C.W. Ho  Physician
162 -Nov. 9/70  Dr. F. E. Moore Dentist
163 XNov. 9/70 Dp. H. G. Cooper Physician-
164 Hov. 9/70 Dr. L.D. Sullivan "
165 Nov. 9/70 D. R. Williams Tawyer
166 Nov. 9/70 John C. Davie Lawyer
167 Nov. 10/70 Rogers, Majar Lawyers

& Co.
168 Nov. 10/70 MacIvor & Co. Lawyers
169 Nov. 12/70 Dr. E. J. Chen  Physician
170 Nov. 16/70 Dr. S.Y. Ekaireb Medicine
171 Nov. Dr. K. Tawashy - Physician

Capitalization

$9,000-9,000 non-
cunulative redeen.
pref. shares PV §$1.00

50,000 shares-49,900

Class A non-votling
participating common;
100 Class B voting non-
participating max. $1.

$30,000-3,000 7% redeem-
able non-cumulative
pref. shares PV $10.00
100 common NPV

$10,000-10,000 @ $1.00
$10,000-10,000 @ §1.00
10,000 NPV @ $1.00
$9,000~9,000 non-cunmul-
ative redeemable pref.

shares PV $1.00.
1000 common NPV $1.00

" $20,000-2000 redeemable

pref. PV $10.00

1000 common NPV $1.00

$20,000-2,000 redeem-
able pref. PV $10.00
1000 common NPV

$100-100 3% non-cumul-
ative voting preferred
shares PV $1.00;

1650 each of Classes A,
B, C, D, E, F. All non-
voting, all NPV

max., SP $1.00

$20,000-1,000 ordinary
shares; 19,000 cumul-
ative redeemable 8%
pref. shares all PV $1.

100 common, 9,900 non-
cunulative, non-partic-
ipation 9% redeemable
pref. shares NPV

10,000 @ $1.00 max.

10,000 @ $1.00 max.,



“ncorporation

Name - Profession

No. Date
172 Nov. 16/70 Dr. G. Westgate Physician
173 Nov. 17/70 Dr. P. Robson Physician
174 Nov. 18/70 Dr. A. C. McGonigle "
175 ¥ov. 18/70 Dr. L. S. . Paysician
o ' Chipperficeld _
176 jov. 18/70  D.K. Waterfall  Denmtist
177 Nov. 18/70 J. M. Wilson Chartered
‘ Accountant
178 Nov. 18/70 D.L. Atchisin  Chartered
Accountant
179 Nov. 19/70 J. K. Phelp Dentist
180% a
181 Nov. 23/70 Dr. W. K. Wankling Physician
182 Nov. 28/70 Dr. R.B. Perguson .M
183 Nov. 23/70 G. P. Guiman Chartered
' '.” Accountant
184 Nov. 24/70 A. D. Robinson pgntist-
185' Nov. 24/70 Nelson Barlow Dentist
186 Nov. 25/10 Dr. I.W. Stoffman Physician
187 Nov. 25/40 Dr. J. Wong -  Physician
188 MNov. 25/(0 Dr. W. A. Jeffries Dentist

!

*Incorporation Documents Withdrawn

Capitalization

$1.0,000~10,000 @ $1.
$10,000-1,000 @ $10.

- $50,000-49,800 pref,

redeem, Class 4, 200
common Class B ﬂhares
PV $1.00

$10,000~10,000 @ 3%1.

$20,000~2,000 redeen-
able pref. PV $10.00
1000 common NPV

$20,000-2000 redeem.
pref. PV $10.00
1000 common NPV

$20,000~2000 redeem.
pref., PV $10.00
1000 common NPV
$20,000~200C redeem.

pref. shares PV $10.
1000 common NPV :

10,000 NPV max. $1.00
10,000 NPV max. $1.00
$10,000~10,000 @ $1..00

$20,000=-2000 redeem.
pref. shares PV $10.
1000 common NPV

310, OOOnlO 000 shares
PV &l 00

$9,000-~9,000 pref.
redeen. PV $1.00
1000 common NPV $1.00

$9,900-9000 pref. PV
$15003 100 ordin. NPV

310,000-10,000 @ $1.00



- Incorporation

Services

$1 .00

No. Date Name Profession Capitalization
189 - Nov. 25/70 Dr. G. W. Burgess Physician  $5,000-5000 common ©
: 3$31.00; 5000 pref. shares.
S | @ $1.00 NPV g
19G «¥Wov. 26/70 W. A. Dawson | Charfered - 10,000 shares NPV $1.00
: . Accountant ' ' '
191 Nov. 26/70 N. D. Knott, MD Physician  $10,000-10,000 @ $1.00.
192 Nov. 26/70 G. D. Robertson Physician  $10,000-5000 Class A
e : . . . Common; 5000 Class B
Common, PV $1.00
193 Nov. 26/70 Drs. H.S. & Physicians $10,000~10,000 @ $1.00
. M.L. Miller - |
194. Tsv. 27/70 Dr. A. D. Physician 10,000 shares NPV
: -~ McKenzie . $1.00 each
195 Nov. 27/70 R. J. Miller Dentist 10,000 NPV max.
196 Nov. 30/70 © W. G. Donovan Dentist 99,000 non-votirg
. : ~redeen. pref. shares
1000 common NPV $1.00
197 Wov,. 30/70 Dr. D. French = Physician  $10,000-10,000 @ $1.00
198 Kov. 30/70 G.D. Gottschling Dentist $10,000-~10,000 @ $1.00
199 Xov. 30/70 Dr. V, W. Pepper Physicilan $10,000-10,000 @ $1.00
200 Dec. 1/70 Dr. D. 3. Tee Physician  $10,000-100 PV $100.00
201 Dec. 2/70 Dr. J. Tercester Physician . 10,000 shares max. SP
“ - e $1.00
202 ;Déc. 2/70 Dr. P. E. McNair Physician 10,000 NPV max. SP $1.
203 Dec. 7/70 Dr. M. R. Turton Physician $10,000-10,000 shares
o ' PV $1.00
204 .Déc. 4/70 Dr. G. H. Thompson " $30,000-~1000 common,
‘ | .. | 29,000 pref. PV $1.00
205 Dec. 4/70 Mayallo Physicians $10,000-10,000 shares
' Med. Services PV ¢1 00 -
- 206 :Dec. 4/70 Dr. T. P. Wilkie Physician 10;000 shares PV $1,00
207 Dec. 7/70  Dr. R. A. Dwert Physician  $10,000-10,000 PV $1.
208 }3€0. 7/70 Jenel Medical Physicians lO‘common'Shares, 25,000

pref. redeem., non-—
cunulative, non-voting,
NPV max. SP $1.00 -



Incorporation
Profession

¥Incorporation Documents Withdrawn

No. Date Name Capitalization
209% | |
210 Dec. 9/70  Dr. W. D. Sutherland Phys. $9,000-9,000 non-
. cunwlative redeem.
| ~pref. PV $1.00
211 Dec. 9/70 ~ Dr. M.J.R. Leitch Dentist  $10,000-100 common
: » . 9,900 pref., non-
cunulative redeemable
PV $1.00
212 Dec. 10/70 Dr. P. J. Banks Physician S0,000-ZOO”chmon,
- . . 49,800 pref., NPV
maxe. SP $l DOO )
213 Dec. 10/70 Dr. S. E. Evans Physician  $10,000-10,000 @ $1.
214 -Dec., 10/70 Dr. R. E. Gosling " '
+ : ) :
215 Dec. 10/70 Dr. K. A. Tiluch Physician $10,000-10,000 PV §l.
\‘216 Dec. 11/70 Victor Harris Accountant $10,000-10,000 PV $1.
217 Dec. 11/70  James Brown Chartered . o ,
' "Accountant 10,000 common NVP
max. SP $1.00
218 Dec. 11/70 Dr. B. S. Buksa Physician  $10,000-10,000 @ §1.
219 Dec. 11/70 Dr. P.J. Carson Physician $10,000~10,000 common
- : PV $1.00
220. Dec. 11/70 Dr. Mc J. Smart Physician $10,000-10,000 shares
: - PV $1.00
221 Dec. 11/70 Dr. G. W. Tovell Physician  $10,000-10,000 .shares
_ | _ @ $1.00 _
222 Dec. 16/70 Peter Fuller Architect 1,000 NPV max. SP
223 Dec. 22/70 H. B. Hanccck ‘Chartered $20,000-2000 redeem.
: Accountant pref. PV $10.00;
‘ 1000 NPV common
,max. 8P $1.00
224 Dec. 31/70 H.3. Gharibians Physiotherapist $10,000-10,000
: . common PV $1.00
225 Jan. 6/71 L. T. Salloum Lawyer 10,000 max. SP $1.00
226 Jan. 6/71 J. C. Doak Lawyer $10,000~20,000 shares

PV $1.00


http://OJ.ui.cul

Incorporation

fo. Date Nane.
227 Jan. 6/7L  P. N.
228 Jan. 6/71  W.J.A. Mitchell
229 TPFeb. 3/71 T. A. Liberty
230 PFeb. 5/71 W. R. Ramage
231 Feb. 24/71 Peter Watts
232 Mar. 3/71 ~ N. M. Goldman
233 Mar 3/71 - M. G. Kemp
234 Mar. 11/71 Dr. C. G.

o Stephenson
235 %
236 Mar. 19/71 K. Berry

*Incorporation Documents Withdrawn

Dr.

Profession

Thorsteinsson Lawyer

Lawyer

Physio~
therapis®t

Certified

- General
-Accountant

Lawyer

Lawyer
Lawyer

Physician

Physician

Capitalization

$10,000-10,000 shares

PV $1.00
$10,000-10,000 PV

$1.00.

$9,900-99 non-voting
redeem., pref., shares
PV $100.00; 100 common
NPV max. SP $1.00

$10,000-10,000 shareu
PV &l 00

$9,000-9,000 non-

cunmulative redeen.

Pref. PV $1.00; 1000
common NPV max. SP $l.

110,000 NPV max. SP $1.
110,000 NPV max. SP $1.
$30,000-3000 redeemn.

pref, PV $10.00
10,000 common max.
SP $1.00

10,000 NPV shares
mex. SP $1.00

All information obtained from British Colwmbia Gazette



o

i APPENDI¥Y ¢

K \ 9 7 o
. 3 QTEREN i Ay - “
LD OAND REG PERED )y CERTIIED A TRUE COPY
_ E »)“7 1/ PR "v ,/, o 7
{— E U Y l a L mesevoseres ...«....... LIRS T TN N O AUUOTP
' . ,- . pl \,L)‘Ju”r rnvan! \Ili LY L LT L R R R O K I TR, e T e e s T gy "
A H HALL a ~~~~~~~~~~~~~ 2ion R(pi“"""'oi Companies
3 f o J,? ‘ i
REGISTRAR OF COMPANIES ‘é . {or the Province DI Eritish Columbia
, Ist. The name of the professional corporation is
"PETER WATTS, A PROFESSIGNAL CORPORATIGH".
2nd. The registered office of the professicnal corp- ,

oration will be situaté in the City of Vancouver, Province

of British Columbia.

3rd. '~ The objects for which the professiénal corpora-
tion 1s established is to practise tﬁe profession of Barrister and
Solicitor, -

_Uth. " None of the powers authorized by Section 22 of

the Companies Act ig hereby excluded, except to the extént

that any of tnnqp powers are inconsistent with'the pr "isioné

of the Professional Corporations Act.

5th. . The authorized’capitai of the professioﬁal
corporation is Nine Thousand Dollars ($9,000.00) divided into
Nine Thousand (2,000) non-cumulative, redeemable Pfeference
shares with a nominal or par value of $1.00 each and such
Preference shares shall have attac hed thereto the special

rights and restrictions set forth in the By-Laws.

6th. : The Professional Corporation is also authorized
to issue.One Thousend (1,000) Cémmon shares without nominal
or par valuc, and the capit 1.of the Professionzl CH“DOPALLLA
shall with respect fo those shares be at least equal to the
aégregate amount paid to the Prefessicnal Corporation on or
for such of thesce shares as are issued, togetherlwith such
amounts as mav Ifrom timn o Time be added by ordinary rcesolu-

tion to such capilial and tihe maximum price or consideration
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PETER WATTS, A PROFESSIONAL CORPORATION

PRELIMINARY

1. . In these regula%ioﬁs, unless tﬁe'context'otherwise

. reéuires, e%preséions, defined in the "Companies Act' or in
fhe “Professional.Corporations.Act",'Qr any statutory modifi-

'cation thereof in force at tﬂe daté at thch'fhese régulations
-becéme binding on the Compahy, shall have the meanings solde-

' fined; and words importing the éingular’shall include thé'
plufal.

P

and vice versa, and words imperting the masculine
" gender shall include females, and words importing persons

shall include bodies corporate.

2. "~ Table "A" of the "Companies Act" shall not apply to

the Company)

—
-~
SHARES ’
3. (a) Except as provided in the "Professional Corpora-

o yions Act", no shares of the Company, nor any legal nor cquit-
3 h J 3 1) l

able iniervest therein, may boe Looued, tronsferred o trans- .

™

ke

. ) A\ . PERY " - )
mitted to or held by any person othor Lhan a person lawliully
entitled to practise the profesaion in respect of which the

Company 1o incorporated,



(5)' Subject to the proyisions of the "Professional
jCorpordtlona Act', -fﬁe shares shall.bé undérithé éoﬁtrol‘ofnthe
directors who may allot or oiherw1oe dlupose of the same at such
times and to such persons and in such manner. and upon such terms
as they‘think proper and in particular, without limiting the |
generality of the foregoing, theAdirecforg may allot shares to
diréctors, officers, or employees at such price'dr prices and
upon such terms as the directors may detérminé. |

(c)‘ SUbjgct to the provisions of the "Préfessiogal
L Corpqréfibns Act"y the directors may grant gpiton§ to purchase
~ shares to,ahy person for such consideration and for such price

}.or prices and‘upon such terms as.the-direcfors'may determine.
,(6)l Aﬁy shares having a nominal or'par value,may be issued
at.the néminalAvalue thereofras'fully or aslpartiy paid shares
"as the consideration or part con31deratlon for any propérty

‘acquired by, or work done for, or obllgatlon undertaken for the

- Company, or at.suoh premium as the directors'may think fit.

S, | Every méﬁber shall, without payment, be éntitled to é:'
certificate under the common seal of the Compény confaining»thg
_.statements required by theh"Compaﬁies Act" and the "Professional
Corporatlons Act" prov1ded that no share shall be held by or

]

registered in the name of more than one person.

5. ~ If a share certificate. is defaced, lost or destroyed,
it may be renewed on payment of such fee (if any) and on such
terms (if any) as to evidence and indemnity as the directors.

think fit.

6. The right to transfer shares is restricted as.providéd

by the By-laws.



DEBENTURES

7. -Debentures, debenture stock, bonds, or other securities
‘may be made asSignablé free from any equities between the
“Cbmpanyvand the person to whom tﬁe same may be iséuea. Aﬁy

: debentures, debenture stock, bénds,ior other securities méy bé

" issued at a discount, premium or otherwise, and with any_special
privileges as to tedemption, surrehder, dfawings, allotment of -
-shares, attending and vofing at.general meetings of the Company,
-appointment of directors or ofherwisé; éubject to the provisions’

..of the "Professional Corpopatidns-Act".‘

CALLS ON SHARES

8. . (a) The directors may , from_tiﬁe fo time, make such calls
.as they think fit upon the mémbersiin respect of all moheys unpaid
xdn'thé shares held by them‘respectively,>and nét by the conditions
 0f"a1lotﬁent‘£hereof made payable at fixed times, and each member
shall pay the amount of every-céll so made on him to the persoﬁs,
and at the times and places appointed by the directors and upon
:éuch terms as the directors may determine. A éall may be made
payable by instalments. | |
(b) A cali éhall be deemed to have been made at the time

when the resolution of the directors authorizing such call was

passed.

FORFEITURE OF SHARES

g. If a member fails to pay any call or instalment of a
.call on or before the day appointed for the pavment thercof, the

. directors may, at any time thercafter during such time as any



1

:}ﬁaft“of'sﬁchléalliﬁr'instaimcnt remains hﬁpaid, sere a ndticg
“on ﬁiﬁ féhuiping.péyment of‘soﬁmdéﬁﬂdf“thé“éallior instalmenf
éas'iS-unpaiq,.fogefher with any infcreéf-whiéﬁ may have accrued
and all expenseé.fhat may have been incurrgd by the Company by'

reason of such non-payment.

- 10.  ‘Such notice shall namefé further -day (not éarlier

-than the-expiration of fourteen=days.froﬁt£he déte of the notice)
"won'orqbefore‘whicp the payment required byfthe notice is to
"sbe_made,\and shall state thétvin.thé evént of non-payment at of'
“before the time appointed the shares‘in'respect of thch the
ﬁcali-was made, or instalment was -due, will be liable to be
~forfeited.

Al

1. “; ~If ~the requirements*ofwdny-such~notice aé aforesaid
~-are not compliéd Qith,‘any.share in respect of which the notice
-has beénAgiven.may at.aﬁy time théreaftef; before the payment |
required by the notice has been made,lbe foffeited by a reso-
Aidtién of the directors to that effect. Such forfeiture shall

include all dividends declared in respect of the forfeited shares

and not actually paid beforé the forfeiture.

12. “A‘fdrfeited share may be sold or otherwise disposed of
on‘such terms aﬁd in sucﬁ'manner as the directors think fit, and
\at any time before a sale or disposfioﬂ the forfeiture may be
‘cancelled on such terms as the directors think fit, subject to
the provisions of the "Professional Corporations Act".
713. A'person whose sharés have beén forfeited shall cease

"to be a member in respect of the forfeited shares.

4. ~Any member whose shares have been forfeited shall,
notwithstanding, be liable to pay,.and shall forthwith pay to

the Company all calls, instalments, interest and cexpenses owing



e . ‘ R \
’fv'; upon orgih'respect of such shares at the.timeOOf the forfeitﬁre,‘
|  fog¢tHef;with intépest thcreoh?_frqﬁ phg.ﬁime‘qf forfgitgr¢ 

| until payﬁént:of ten per cent flO%) perVanﬂﬁm, and the directofé

may enforce ‘the pdyment thereof if they think fit, but shall be.

:under no obligation to -do so.

15; - A statutory declarafion'in writing fhat thevdeclarént
is a dibector of the Company, and that a share in the Company
ﬂhas-béenduly'forfeited»on'avdate stated in the declaration,
;wshéll bé éonclusive evidenceuoflthe,facts therein‘stated'as
zagainst all persons claiming to be eﬁtitled.to the share, and
that declaration, and the receipf of the Company for the con-
gsiderationv(if any) given for :the .share on the sale or disbos—
Jitibn thereof,Ashall'constitutewé good titlé to thé‘share; and
,‘;the person to whom the share is sold or disposed of shall be
.regiétered as thé holder»of'tﬂeAShare and shall not be bound %o
.see to fhe application of the purchase—monéy (if any), nor shall
‘Ahis title to:thé>share be affeéted by any ifregularity or
.qinvéliditylin the proéeedings in reference to the forfeituré}

» sale, or disposal of the share.

TRANSFER AND TRANSMISSION OF_ SHARES

16. , 'Tﬁe instrument‘qf transfer of any share in the Company
‘sﬁall be executed by the transferor, and - the transferor shall
bé deemed to remain the holder of such share until the name of
- the transferee is entered in the register in respect thereof.:-
In the case of a transfer of a share not fully paid-up, the
transfer shéll cqntain»an acceptance by the transferee of the

share and be executed by the transferee.

17. Subject to such restrictions of these By-laws as may
be applicable, the instrument of transfer -of any share in the
Company shall be in such usual or common form as the directors

shall approve.



18, The dircctqbs may, in their absolute discretion,
-decline to register any transfer of shares and shall nct be
4obliged’to disclosé the reasonsftherefor.

A8, iThe directors may»declihe.to:recognize"any.instrument
:~pf transfer unless:- ‘
Ka) A fee not eﬁceeding $1.00 is paid to the

o <Company in respect thereof; and

-i(bj The instrument of transfer is accompanied.

: rby‘theEcertificate of-sharesito?whiéh iti
~relates, and such.dther~evidencewas:the‘

~«directors may reasonably.-require - to show

“the right of the transferor to-make the :
: - transfer.
‘," '
20, -+ The executors or administrators of a.deceased holder

of a share shall be the only persons recaniied by the Company

.as having title to the share.

21. ' jAny>pePSOn~béQoming entitled to a share in consequence
of the death of a member shall, upon such evidence being

o
produced as may

from time'to‘time be required by the directors,

“"have the right to.make such transfer of the shére as ‘the |

'~ deceased could have méde;_but £he directofs shall have the same
right to decline or suspend registration as they would have had

- in the case of a transfer of the share by the deceased person"

before his death,

22, . A person beccoming entitled to a share by réason of

the deathfof the holder sﬁall be entitled to the same dividends
and other advantages fo which he‘Would.be entitled if he were
the Pegistéred holder of the share, except that he shall not,'

before being registered as a member in respect of the share,



f}béAehﬁifled”in reépect of it to excrciée any right conferred
:by ﬁehbéfShipiiﬁ pé;atioh to mcéfisgé of fhe'Cbmpany;; :
23, (a) The»pérson proposing to transfer-any‘shares‘(héreJ
inaffer'called the "Prioposing Trahsfero?") (which expression
shall iﬁclude the legal personal rebreseﬁtative'of a déceased:
‘shareholder) shall give notice in writing (hereinafter ;alled

. the "Transfer Noticé") to the Company th;t.he desires to
transfer:the same. Such transfer notice shall specify the
price and the terms of payment upon which he is.prepared to
 tfansferIthe shares and shall conStitute the Company his égent
.fop the ;ale of the shares.to any member of the Company at the -
pricg an; upon the terms of payment so*specifieq. The Transfer
.-Notice shall aIS6,stafe whethgr or not the Proposing Transferor
.has had ?n offer to ?urchase tﬁe shares or any of them from,
or‘propgses‘to sell the shares or any of them»fo_any persén
V(hereinafter éalled the "Prospective Puféhasér").and, if so,

" the name and address of such person shall bé épgcifigd in the
'”Transfef Notice. The Transfer Notice shéil ﬁot_be revocable
'eicept with thé sanction of the directors. |

o (b) TheuCompany Shail, within fourteen days from the
recéipf of the Traﬁsfer Notice5 in the first ﬁlacé,“offer the
share or shares referfed to in the Transfer Notice to thé
members other fhan the Proposing Transferor as nearly.as may

be in proportion fo the existiﬁg sharés held by them respect-
ively and the offer_shail limit the time to thirty days within
which the same if not accepted will be deemed to be déclined and
shall notify the members that ‘any member who desires to purchase
fany numﬁer 6f §ﬁéres in excess of his ﬁroportion should in-his
reply, state how'many exccgs shares he desires to have and if

all the members do not claim their proportions or claim less



than their proportionsithe unclaimed shares shall be used
~ for Saiisfying the ciaims inAexcessiin’profortion to the
enumbef of shares held. |
| (e) If the Compény shali within the space of forfy-four
daYs.after being served with such nofice, find a member or
eﬁembers willing to-purchase'the'shavé or Shares (hereinaffer
~called the "Purchasing Mémber.or Members"),'theACompany shali
:give notice thereof to the Proﬁosing'Tranéferor who shall be
~bound uﬁon payment of thevpurchaSe pricé'to tréhsfer the shares
to ‘the furchasiﬁg Member or Members. Providéd that the foer
'%shall be deemed to be declined and ‘the ProposingvTransferof
_fshall not bé bound to transfer .any shares»unless the Purchasing
iNember.or Membérs'agree to purchase all of the shares offered.
-%(d) If the Proposing Transferor after having become bound
;ﬂio~¢génsfef'all«qf“the_sharesfofferéd aS‘aforesaid‘makés default
_:ih tr;nsferring the‘shareé,-br any of them, the“Company may
peceive the purchase money and:shall‘thereupoﬁ cause the name
;of‘fhe Purchasing Member or Members to be entefed in the register
-as the hoider.of the share 6r shares and shall'hold theupufchase
 money in trust for the Proposing Tfansferor.‘ The receipt of the
.‘Cbmpany for thejpurchése moﬁey shall be.a good discharge to the
‘Purchasing Membef or Members and after his name has been entered
in the register in purported'exercise of the aforesaid power
- the validity ofvthe proceedings.-shall not be qdestioned by any
bérsqﬁ. \ ' |
(e) If the Company shall not, within the space of fbrty-‘
 four days after being served with the Tpansfer'Notice, find a
member or members willing to puréhaée all of the shares offered
énd give notice in manner afoféSéid, the Proposing Transferor
shall at any_time within sixty days thereafter be‘at liberty

to sell and transfer such of the shares as shall not have been



transférredvto the PufchasingvMember‘or Members, to the
WPPQSpeCtiVG Purchaser (if any) named in the transfer notice
cor if no such Prospective Pubchaser is named in the Transfer
-Notice, to<any person and at any price not léss than or
terms less favourable than the price and terms at which the
" said shares were offeréd in the Transfer Notice, pfovidedt
A;always that any such Pfospective Pﬁrchaser ér pérSon, shall
‘”rbe a_person:or Professional Corporation lawfully entitledk
‘tO’pPaCtiSé'thg profession in respect of which the Company
fis@incorporated. | |
C () ‘Notwithstanding the provisions of By—law'23
»«aforesaid,-upon thé cancellation or suspension of authority
gtO'practise of a member of the Cbmpany, the'rémaining members
‘:%fof the Company'sﬁall, within six montﬁs éf suéh cancellation
;Qr'suspension, purchase_the_mémbers' shares as nearly as may
“be in proportion to the shares held by them pe;pectively and
Z‘réhali pay to the former member the'fair market value.of his
.;shareé as at the date of such‘suspension or cancéllétion.
'(invthe event thatba suspendedvor cancelled member doés not
agree with the'talue fixed by.the rémaining members for the
;‘purchése of his shares, the mattérlmay-be submitted by either
1.' party to arbitration to determine thé value éf the cancelled
A,or.suspended members' shares, and the provisions of'the
l,Arbitration Act shall appiy. In the event of such canceliation
or suspeﬁsion_where the combany has only one hember? the Company
- shail immediately cease to carry on the profeésional services
in respect of which it was incqrporated_ﬁnless and until the
shares of the Company are purchased by‘é person lawfutlyu\_'
entitled to practise the pfofeééion formerly practised ﬁy””

the company.



(g) Nothing in.this By-law shall restrict the right
'of the directors under By-law 18 and 1§ hercof. to decline

to register or to, suspend registration of any transfer of

~shares.

'ALTERATION "OF CAPITAL AND SHARES

24, - The directors may, with the sanction of an ordinary
wresolﬁtion, increase the authorized capital by such sum, to be
fdiyidéd into sharés of such amount, as the fesolution shall
;presbribe,.or,,if the Company.is-authorized-to,issue‘shares
-ﬁWithouf nominél or par value, the number of such shares.

.;25. . 'fﬁe‘new shares shall be subject to’thé same. provisions
;Mitﬂ}reference to fhe'payment ofvcalls, transfer, transmission,

'forfeiture, and otherwise as the existing shares in the Company.

26. o Whenever thé capital of the.Company by\reason of the
 issué of preference sharés or otherwise,-is divided into,
classes of shares, all or any of the rights and privileges
attached to eaéh class may be modified by égreement betwegh
the Company and any person purporting to contract on behalf

of that class, and such égreement shall be binding»on'the

_ whole of the shareholders of thaf»class p;ovided such agreement
is ratified in writing by the holders of at least three-fourths
of the issued shares of that ciass, or is confirmed by a
‘special,resolﬁtion passed at a separate general meeting of

the hoidefs of shares of that claés, and all_the'pPOVisions

' relating to genéral meétings éhall, mutatis mutandis, apply

- to every' such meceting, bht'so that the quorum‘thereof éhalls
be members holding, or représénting by proxy, three-fourths-

of the nominal amount of thé issued shares of that class.



27,  > | Pursuant to the provisionsiof th "Proféssional
 CorpQratioﬁé Act", the,Company_may offer to purchaseAall or
_-any 6f‘its issued and outsténding shares from such mémbers_as
~ the directors may‘determipe(and the price paid for any such
-shares shall be agreed upon. .between. the directors and.theb

of feree..

- “GENERAL MEETINGS

‘_;26.' . ?The first annﬁal»generai}meeting shall bé held
ﬁwithin éighteen_months_from the date of incérporation, and
“thereafter an annual general meeting shall be held once in

"peverf'Calendar year at such time (not.being ﬁore than fifteen »A
:months after’fhe holding of the last preceding annual general

iﬁeefing)‘and place as may be prescribed by:the directors, |

Jor, in défault, at such time in'tﬁe month followipg»that'in '

:fWhiCh thelanniversaryvdf the Company's incorporation occurs;

and at such plaée as the dirvectors shali appoint. In defauit

ﬁf the meefing being so held, the meeting sﬁéll be held in

A tﬁe month next foli6wing, and‘may.be convened by any member

in the same manner as nearly as possible as that in which

-méetings are to be convened by the directors.

29, - The annual general meetings shall be called ordinary
-~ general meetings; all other general meetings shall bé called

extraordinary general meetings.

30. The directors may, whenever they think fit, convene
»an.éxtraordinary general meeting, and an extracrdinary generai’_
meeting shall  so be convened on such requisition, or, in
default, may be convened by such requisitionists, as provided

by the "Companies Act", If at any time there are not within



“the ?rovince sufficient difectoré capdble of acting to form a
~quorum,'ény‘directoq‘or any member of the Company @ay convene
- :an extraordinary génefal &eeting in the same manner as nearly.
';asépqssiﬁle as that in which meetings may:be convened_by_%he

:directors.

31. " Not less than fourteen days' notice of a general
lmhéeting at which a special resolution is to be proposed,
ﬁaﬁd.not less than seven days'.noticé of:any‘other'general
sﬁméetingb(exclusive of the day on which the notice isAgiven),
%specifying the place, tﬂe‘day,.and the hour of meeting, ;nd,'
. An-case of spécial business, the general nature of that
“business, shall be_giyeh in manner hereinafter mentiohed, or
~;in:such other manner (if any) as may be prescribed by ordinary
- resolution, whether previousvnotice.thereof has been given or
ehot,.to such persons as are; under the;reguiationslof the~'
Z:Company, eﬁtitled.to‘receiQe such nofices from the Company;
tbut-the non-receipt of the notice by‘any member shall not
invalidate the proceedings at ahy'general meeting PﬁOVIDED
"HQWEVER, that in the event of a Company having only one (1)

hember, no notice aforesaid shall be required.

32. At any general<meéting; if all the members of the
Company are present, the said members may waive the nécéssity
of the giving of any previous notice of such meeting, and an
:entry in the minute book of such waiver shall be sufficient

. evidence of the due convcning~of the meetingl



PROCEEDINGS AT GENERAL MEETINGS

.33. | All.business shall beﬁdeeﬁed'sﬁeéial that is
transacted af an extraorﬁingry»meeting\and all that is
'fransacted at an ordinary meeting, wifh‘fhe e£ceptiQn of
" ssanctioning a dividend, the consideration of the financial
;stateménts presentéd,by the directors, and the ordinary report
Qof the directors and éuditors,‘the election 6f-directdrs and
 ihe;app5intment of and fixing -of the remunefation of the

-auditors. , ' o S

)

Bl . No buéiness shall be transééted at any genefal meeting
anless a quorum of members is present at the time Qhen tﬁe
fﬁmeeting;procééds tb bﬁsiness; persons not being less fhahvone
~(1) in number and holding or representing by proxy a majority

' fof the issued shares shall constitute a quorum.

$5. If within half an hour from the time apbointéd for

' the meeting a quorum is not‘present,vthe meéfipg, if-c6nvened.'
upon the requisition of members, shall be diséolved; in any
other'case it shall stand adjourned to the same day in the next
week, at the same time and.place;‘and, if at the adjourned
meeting a quorum is not present within half an hour from the
time appointed for the meeting, the members present_éhall_be

a quorum,

«



36. “The president, or, in his absence, the vice-~
president (if any) of the Company shall preside as Chairman at

every genéral(meetingVOf the Company.

l37. 4 If there is nO'presidentaér vice-president,. or J
":if:at a;y~meeting either the president or vice—president is
mot present within fifteen minutes after the time appointed
for holding the meeting'or.iSAuﬁwilling to act'as~chairman;
“the members present and éhtitled tduvote shdll chocse :some one
. s0f their number to be chairman. |
?38,  ‘ _“The Chéirman,‘may;with‘thé.conseﬁt of ény heeting
‘ﬁ£t>which a quorum is present (and shall if so'directed'by the
'éméeting) adjoﬁrn the meéting from time to‘time and from place
*io place,‘but no business shall be-transactéd at. any adjourned
’@meeting othér than the business left unfinished at the meeting
”' €fromrwhi¢h'the adjournment'took plaée. When a meeting 1is |
~adjourned for tWentyeoné days or more, notice of“thévadjourned
-meeting shall bé_given as in the‘caée of an original meeting. .
.Save_as aforesaid; it shall not be neceséary to give notice of
-an'adjoﬁrnmeht or of the busineés fo'be transactéd at an

3

adjourned meeting.

39. ‘ At any general méeting é reéplution.put‘tb‘the vote of
. the meeting shall be decided by a'vofe‘in accordance with the
?rovisions of the "Companies Aétﬁ and, where the vote is by show
of.hénds, a declaration by the_chairmah that a resolution has,

on a show of hands, been carried, or carried unanimously, or

- 14 -
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by a.pafficqlar majority, or lost, and,an.entry thereof'in'
the bdbk of the proceedings df the Coﬁpaﬁ? shall Be.conclueive
.evidence of the fact, wifhoﬁt proof of‘the number of pro-

- portion of the votes-recorded in favour of, of against, that

resolution.

3o, A poll demanded on the election of a chairman, or.

on a question of adjournment, shall be taken forthwith.

4], R Subject to By law 40 hereof if a vote is by poll 11~
;shall be taken forthw1th or on a resolution, passed by a
;majorlty of those present in person, or by proxy for a meﬁber,
qentitled to vote, within seven‘days.and in such medner as.
ﬂ.the‘ehaifman directs, and the result of the. poll shall be
zdeemed to be the’ Resolutlon of the meeting at which the poll

dwas demanded

VOTES OF MEMBERS

'42. '>. Sub]ect to the prov181ons of the Censtltutlon

and of these By-laws appllcable to- any shares issued under
conditions limiting or excluding the right of holders thereof
-to vote at general meetings, upon a show of hands every
member present in person, or by proxy,.and‘holding at least
one-share at that time carrying fhe right te vote, shall have
one vdte. On a poll every member preseﬁt in person, or by
proxy, and holding at least one share at that time carrving a
right to voteAshall have one vote for each such share held

“ by him.

43. A member of unsound mind, or in respect of whom an

order has been made by any Court having jurisdiction in lunacy,



Lmay'vbte;]ifﬁotherhise entitléd,fWﬁéfhébVbﬁ“a'éhow of hands
50rion’a~pol}, by his committee, or other person in the nature
-of a committee appointed by that Court, and any such committee

~-or other person may, on a poll, vote by proxy.

Ly, No -member shall be entitled to vote at any general
=meeting unless all calls presently payable by him in respect.

' .of shares in the Company have been paid.

“HS, (a) In the case of aﬁ individual member, vofes
. may be,giyéﬁ either personally or by proxy.
V.?(b) In the case of alcofporate member which
fis_é‘Préfessiopal Corporation, votes méy be
ﬁgiyen either by proxy or‘by its representative,
ldulyvéppéinted by resolution'éf its Board
 wof Directors, who shall be entitled to act
_in.aliirespeéts, and be cénéidengd for all
' purposes as a mehberﬁholding the shares at
that time held by ﬁis corporate appdintor
"'subjeqt to the provisions of the "Professional

Corporations Act",

46, The instrument appointing a proxy shall be ih writing
under the_haﬁd of the appointor or of hié attorney duly author-
ized in writing,.of, if the appointor is a Prdfessiaﬁal

' Corpération, either under the common seal or under the-hand

of an officer or attorney so authorized. Only persons who

are menbers may*éct as a pfoxy if duly appointed in the manner

aforesaid.

- 16 -



;47. - (a) The instrumént.appOintihg a proxy and the
power of attofney or other authbrity (if any)
under which it is signed, or a notarially
cer%ified copy of that powef'or‘authority_
shall béxdeposited at the registered office of’
the Coﬁpany not less than'férty-éight hours
before the time.for holding the‘méeting at
‘which the person named in the instrument pro-
poéeé to vote, or‘shail be depositéd with the:

' chairman of the meeting énylfime prior to the
commencement of the meéting, and in default
fthe inétfument'pf proxy shall not be treated as
valid.

(b)Y A vote given in accordaﬁcé with the terms bf

an instrument of proxy‘Shall be valid notwith-

_standing the;previous death of the principal,‘

"or revocation of the prbxy,‘or tranéfér of the

vshare in respect of which the vote is given,

pfovided no intimation in writing of the deafh,

‘revocation or transfer shall have.beén received

at the office of_the'Company or by the chairman

of the meeting before the vote is given.

48. An instrument-appointing.a proxy may be in the
fbllowing form, or in any other form which the directors

shall approve:-



I,

_ : : O, -
- of. ' , . " in the Province
of ’ ' ,
being a member of - - s
~ hereby app01nt o : )
of '

belng a member of
s or him failing
©of
being a member of
- ) s A4S my proxy to
wvote for me and on my behalf at the (ordinary
“or extra-ordinary as the case may be) general
meeting of the Company to be held on the

day of 'y and at any adjournment‘
thereof. : :
Signed this day of
v}Wltness ..
"*0FFICERS
QQQ.L, AlT offlcers of the Company shall be persono enulfled

to practise the profe381on in respect of which the Company

. 1ds incorporated.

50. | " In the event the'Companyvhas only one member, that

 wmember>may be all or any of the officers of-tﬁe Company.
DIRECTORS

51. The numbér and names‘ofvthe‘first directors may be
;determined in writing by a majority of the sugscribers of
the Consfitution,‘and, until so detérmined, the subscribers
";of.the Constitution .shall for.all.purposes be deemed fo be
the directors of the Company.

Sé. The remuneration of the directors shall from time
to time be dctermincd by ordinary.résolution; whether

previous notice thereof has been given or not.
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53, . - No directof shall be;requifcd to.hOId_a'shéré in )
“the COmpany as qualificatibnbfqr his Office, PROVIDED.
HOWEVBR,~tL4t all Di?éctbrs shall be persons éntit%ed to
-praétiselthe prOfession_iﬂ respect of which the Company

is incorporated.

POWERS AND DUTIES OF DIRECTORS

54, ~ The business and affairs of the Company shall be
under the éqnfrol and‘direcéion of a Board Oflnét less thaﬁ
oﬁe‘director_who may pay all expenses incufred'in'getting up
.énd registering. the Combany, and may exercisé all such.powers
'  of the Company.és are not, by the "Companies Act" ofvthe
'}_ﬁProfessional'CérporatiOns Aét", or any statutory modification
?”thefeofAfor the.time being inﬁforce; or by these By;laws; |
requiréd to be exerciéed by the Company in general meeting,
subject nevertheless to any'regulation of these By-laws, té the
‘ provisions of the said Act, and to such regulatibné, being not
inconsistent with the aforesaid regulations or provisions, as
ﬁay be prescribed by ordinary fésdlﬁtion, whether pfevious notice
ithéréof has been'given.of not; but no reéulation madé by ordinary
resolutibn shall invalidate any'prior acf of fhe,directors that

would have been valid if that regulation, had not becn made.

55. The directors'shall.duly‘comply with the pfovisions
of the "Companies Act", and the "Professionai'Corporations
Act", or any statutory'modifigatién thereof for the ti%e
;'being:in force, and in particular with the provisions in
rcéard to the.vcgistrationréf mortgages, and to keeping
registers of Direétors and members, and to filiﬁg with the

Registrar of Companies an annual report.and copies of



;:special and other resolutions, returns of ailotmentlef 
sharcs, and of any change in the régistered office or of

.Ldireétors; o |
=56, A‘ fihe directors shallfcause'minutes to be made in
- books prdvidéd for the pﬁrpose:-

~«(a) 0f all appointmeﬁts of éfficers made by the

ﬂdirectors;
Ab) Of the names of therdifectérs presenfﬁat eacﬁ
%meeting(of the directdrs~and;of.aﬁy committee of
| ,xheﬁdinectgns;- | -

‘éCé) <Ofvéll resoiutions:and préceedings at‘all meetings
jﬁof the»Company, and of'tﬁe directofs; and af
wcommittees of directgfs.‘ |

SEAL

57. .'f'The directors'shéll provide fbr the safe-custody of
_ihe.common.seal of the Compény which shall not be'affixedvto
 ;,any instrument except in the presghceiof:—
| }(a) the fresident or Secretary, or
(b) .such.other officer or officers or director
| “or directors of the Company as may bévprescribed

from time to time by.resolufion of the Board

of Directors.

58. For the transaction of business without the Province,
the Company may have an official seal for use in any. other..
Province, State or Country subject to the provisions of

Scction 13 of the "Companies Act".



 DISQUALIFICATION OF DIRLCTORS °

59, "~ The office of director shall ibéo'facto be vacqted
Cif theidirectob:a
«(a) . by notice in writing tO“tﬂe Combény résigns
- his office; or
Ab)  is found lunatic or becomes of unsound mind;
 or |
V.%cj becomes bankrﬁpf; or
(d) ceases to be a director by virtue of Seétion 108
~ «of the "Companies Act".
 %€) -ceases to be lawfully\gntitied to'pfactise the
"ﬁroféséion iﬁ respgct of Which tﬁe Company was

~ . -incorporated. -

- . . Provided, however, that no director shall vacate his office
by reason of his being a member of -any company which has
“

A"Tjéentered into contracts with or done any work for the Company

- of which he is a director.

-60. '. "in thé event a sole Director ceases to be é

«Qdirector-by.virtue of By-law 53 (b) or (c) or dies, the
personal representative of such sole director shall have the
right to appoint a successof director (subject to the

"Professional Corporations Act") who shall be bound by

the provisions of the By-laws,
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DIRECTORS, ELECTION, CIIANGE, ETC. -

61. o Subject to ﬁy—lag‘nuﬁber 53 at eachjénﬁual
ﬂgeneral.meeting_of the,CQmpany all of the directors shall
xretire'from ?ffice, énd the Cém#any”shali-electidifecfors
to fill the offices vacated. A retiring Airector>is

eligible for re-election.

B2, - If at any meeting at which an-eie;tion of directors»'
wought to take place the places of the vacating direcfors
‘mare-ﬁot filled up, the meeting shallvsténd~adjournéd till

“ihe'saﬁe day in the next week, at the same time and place,

;andlif_at the édjourned meeting the places of the vacating
;Vdirgctors are not filled up, the vacatihg difectors, or

- ﬁ?UCh1Of them as have not had théir,piaces fillea up, shall

- . be deemed to have been re-elected at the adjourned meeting.

63. .";Thé Company'may from time to time increase or
~—reduce the number of directors by ordinary resolution, whether
‘..”previoﬁs notice thereof has been given or not.

| .
6u, - Subject to By-law 53 any casual Vacancy occurring

'in the Board of Directors may be filled up by the directors.

65. ' Subject to By-law 53 the directors have power
at any time, and from time to time, to appoint a person

"as an additional director. ..

66. : “Subject'to.By—law 53 the Company may by speccial
pesolution remove any director before the expiration of
.. his period of office, and may by an ordinary resolution

appoint another person in his stead.



PROCELDINGS OF DIRECTORS

87. .The directors‘méy méet togethef for'thé.dispatch.of‘
Abuéihess, édjourn and otherwise.regulate their"meetiﬁgs,
aS‘theﬁ think fit,r“duestionstarising af any meeting shall-
-be decided by a majority of votes. ‘In casé of én gquélity
:Gf-votes.the chairman sﬁall'ﬁot have a second or pasting |
avéte and he shall declaré the motion deféated."A director
may andhthe secretéry on the requisition of a director shall,

~.at any. time summon a meeting of the-directorS;

s

#68. . 'The quorum neceséary for the fpansaction of the
-sbusiness of the directors shall be one (1) director or
35alterhate director personallylpresent,_but such quorum may

! -#bewchanged»at-any time by a resolution of the directors.

.*65: ; - The continuing directors may acf notwithstaﬁdingvany

».Vacahcy in their body, but, if and so long as their ﬁﬁmbéf_-'
is reduéed below the number fixeéd by or pursuant to'the
By-laws of thelCompany as the neceésary'quoruh of directors,
the continuing’directors or. director may act for the pufposé
of increasing the number, of directors tb'that number, or of
sﬁmmoning a general meeting of the company, but for no other

\

purpose.

70.. The_president-(if.any) of the Company and in his
‘absence the vice-president (if any)‘shall be the chairman of

the Board of Directors; and if there is no presiden{ or viée-'
president, the difectors may elect a éhairman of their meetings
and determinc the period for_which he is to hold office. If

nb such chairman is elected, or if at any mecting the pfesidéﬁf,

"7 Vice-president, or chairman is not present within fifteen



‘minutes after the time appointed for holding the same, the
- directors present may choose one of their number to bcA

chairman of the meeting.

1. 4 All acts done by any -meeting of the difectors or
ﬁbyﬁaﬁy person»actiﬁg as a director, éhall, notwifhstahding
 that it Se afterwards.disgovered that there was‘some defect
Min‘the appointment of any such:directors.or persons acting as
.aforesaid, or that théy or any .of them were disqualified, be
as valid as if'evefy suchvperson had been duly appoihted-and

wr’

was -qualified to be a director.
;72.  ~ Any dirvector of the Company who may be resident
geithef‘temporarily or pefmanently-out-of thevPrb;ince may
;file{wifh the Secretary of the Company a written waiver of
”npfice of any meeting of the directors being sent to him
'»}and»may at any time withdraw such waiver, and until such
waiver shall be withdrawn, no nbtice of meetingsiof directors
-~shall be sent to such direcfor,-and any and all meetings of
ﬁthe directors of the Company,'notiéé of which shall not have
Been'gi§en to such director, shall (proyiding a quorum of
' the directors be present) be valid and.binding upon the Cémpany.
73, A director whosé.permanent place of resideﬁée is
outside of-the Province of British Colubmia, or who is
about tolleaVe, or is temporarily outside of the Province,
 or who is 111, of which fact or facts he.alone shall determine,
may appoint as an alternate director during this absence or
"rgsidence outside of British Columbia, or illness, any :- i»‘“r-‘
person who 1s a person entitied to praciise the profession
_in respect of which fhe Company 1is incorporated and such

appointment shall have effect until revoked and such appointee
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'76‘ 'No dircector, or'other.officcr of the Company,”*hall
be llabie for acts, rcceipLs, ncglects or defaults of any
other dlrector or officer, or for joining in any receipt

or other act for conformity on for loss of damage arising
_from.bankruptoy, insoivency or tortious act of any person
with whom any monies, securities or foects shall be |
_deposited, or for loss ortdamage or happening to the Company
fthrough the insufficiency or deficiency of any security in
or upon which any of the monies of the Company shall be

- Znvested, or for'any los5'occasioned by any»error or oVer—
sight on hic part, or for any loss, damaoe or misfortune
what cever which shall happen in the execution of the duties
of his office or in relation thereto unless the same happen

“

through his own dishonesty

77. - Any.diréctor either individually or asaa‘member of
a.pattnership, or as shareholder or director of a company or

’ corporation may , notwithstanding any rule of law or equity to
the contrary, be appointed to any office undef the directors
with or without remuneration, or contraot‘with the Company .
oither as vendof, purchaser, or othérwise, or act as agent
for the Company;doriba intefested.in any operation, undertaking
or businessvundertaken or assisted by the Company, or in
which thevCompany is intérested,‘and no such contract or
.\arrangement shall be voided, nob shall any director so con~
tracting or being so interasted be liable to account to the

- Company for any profit realized by any such contract or
arrangement by reason»of suoh director holding that officé;.
or of the fiduciary relation tnereby established, provided
that the nature and extent of his interest must be disclosed
by him at the meeting of the directors at which the contract,

~arrangement or undertaking is determined, if this interest



€

. then exists, or in any other case, at the first mceting of

- the directors after the acquisition of his interest; and any -

director shali aé'a‘directof bé‘énfifieé fézyote in réépecf
of- any Such‘contract_or arrangement.ih whiéﬁ he is interested -
as aforesaid,‘but this;proviso may at any time or times
be suspeﬁded or restricted to any extént by a general

meefing.

78. The directors may from time to time at their
discrefion,.and for the purposeé of the Company, bofrbw,‘
réise»or secure thé repayment of such sum or.sums in
..snch,manner and upon.éuch terms and conditions.in all
reépects as théy think fit, and, in particular, by the
issue of bonds, perpetual 5r redeeméble debéntures orl
‘debenture stock, or any mortgage, charge, or other security
on tﬁe ﬁndeftaking of the whole or any bart of the property
of the Company (bofh'présent and future) inciuding its .

uncalled capital'for the time being.

',DIViDENDS AND RESERVE

79. | , Tﬁe Company in general meefing ma& declare a‘
dividend to be paid tb»the membérs according to their
rights énd~interests in the profits and may fix the time
fob payment. Nb 1afger dividend shall be éeclafed than
is recommended by the.directors but the Company in general

meeting may declare a smaller dividend.

80. The di?ectors_méy, from time to time, pay to the
members such interim dividends as in their judgment the
'poéition of the Compdnyljustifies, and in paying.dividenas,
~inf@xr-im or otherwise,gmayrgive effect to any préferenée or
priority or othér,agrccmcnt attachced tb any ‘share, on the

issue thereof.
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81,  No dn.va.dcndu uhall be pand otherwise than out of
the prof:ig,:c>cepi as may be otherwise prov¢ded by the

"Companles Act",

'82; (a)  Any general meeLlng declaring a dlvndend may . resolve
4that such dividend.be pald wholly or in part by the distri-
_bution of speciflc assets and in partlcular of:pald—up
'%harés, bonds, debentureé,Aor debenture stégk of any other
f_company, or in any one or more of such ways, and fhe_directors 
shall give effect fo such resolution; and where any difficulty
arises in régard to the distribution, the difectors_may'~
settle the éame as they think expedient; and may fix the value
‘fof disfributibn of such specific assets, or any part thereof,
énd may determine that cash payments shall be madé to any
'mémbers upon the footing of the value so fixed in ordér to
.adjuét the rights of all parties, and may vestzany such cash,'
“or specific assets in tfustees upon such trusts for tne
persons entitled as mayiSeem expedient to the directors.

(b) 'Notwithstanding anything in these By<laws
.contained the directors may from time to time capitalizé
.any tax paid undlstrlbuted 1ncome on hand of the Company and
ﬁay from tlme to time issue any unlssued shares or securities
of the Company as.a stock d1v1dend representlng such tax-
paid undistributed income on hand or any part thereof.

(e) Any surplus monies arlslng from the reallzatlon of
any capital assets of the Company, or any investments
"representing the same, or any'other undistributed prdfits.
of the Company not subject to chérge for income tax, may be‘

- distributed émong the members on the fonting that they

receive the same as capital.

83. . Subject to the rights of pers onu, if any, entitled
to shares with special rights as to dividend, all dividends
shall be declared and pnid'according'tb the amounts paid

or credited as paid on the sharcs in reopect whercof the


http://dividend.be

©

dividgndvis'paid, but no amount baid or credited as paid
~on a share in advance éf callé shall be treated for the
purposes of this regulafion asvpaid on the share. All
dividends shall be apportioned and paid proportionately
-to-the amounts paid or credited as paid on the shares
~during any portionAor poftions of.thé period in fespect
~of which the dividend is-ﬁaidf In the case of shares with-
out nominal or par value, all diQidends shall bé’declared
and paid according_to the number of shares held. If any
share 1is iésued oﬁ'terms providing that it shall rank

for dividend as from a particular date, such share shall-
pank for dividend accordingly. | |

. 84, 2V vThe directors may, béfore recommending any dividend,
set aside out of the profits of tﬁé Company such sums‘as they
think proper as a reserve of;reserves, which shall,Aét the
j:discfetion of the directors, be éppliéable for meeting con-
tingehciés, or for équalizing dividends, orhfor any éthérrv
 Apurpose to which the profifs of the Company may be propérly
.applied, and'pehdiﬁg,such application may, at fhe like
discretibn, either bé empldyed in ‘the business of fhe Company
or be invested in such investments (otﬁér than shares of

the Company) as the directors may from time to time think fit.

85.  The directors may retain any dividends on which
the Company has a lien and may apply the same in and thards
the satisfaction of ‘the debis, liabilities, or engagements

in respect of which such lien exists.
86. A transfer of shares shall not pass the right to

any dividend declared thereon before tha registration of

_thc transfer.
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87. Notice of thée delcaration of_a'dividend, whether .
~interim or otherwise, shall be given toieach_member entitled
to share therein in the mannervhereinéfter.mentioned.

[

- ACCOUNTS
88. The directors shall causé frue accounts to be kept
of all the réceipts, credits, payments, stock-in-trade,
property, assets and liabilities of the Company; and of éll
other mafteré necessary for showing>the true_staté and
éoﬁdition 5f the Company, and tﬁe accounts shall be kept
:iﬁ suéh books and in such manner as the directors think Fit,
énd'to.the satisfaction of the_auditopé and shall at al;
'.fimes be open to the inspection of the directors.
89;‘ .Thé books of abcount-shall be kept at the‘regis—
feredAoffiée of the Company, dr at.such other piace:as the

directors think fit.

90. The directors shall from time to time (subject to
fhe provisions of the "Companies Aéf").determine'whether

and to whét extent and at what:times and places and under
what conditions or regulations the accounts and books of

.the Company or any of them shall.be open to the inspection
of'membefs;not being directers, and no memﬁer'(not being.

a director) shall have any right of inspecting any aceount
or book or document of the Company except as‘conferred by
.law or authorized by the directors.or by ordinary resolution,
‘whether pfevious nofice thercof has been given or not, and
no. member (not_being.a dircctor) #hall be entitled to require
or receive any information cqncerning the business, trading
or customers of the Company, or any trade secret orlsccret

wocess of or used by the Company.,
P .
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AUDIT
91. ° _Auditors shall be appointed as providéd in the
"Companies Act", and their duties shall be carried out or
regulated in accordance with and as reQuired by the said Act
and the Income Tax Act, or,any gtafdtory'modifications

thereof for the time béing in force.

92. A balance‘sheet‘shallibe made out in -every calendar
year*ana'laid before the annual general meé%ing of the Company,
made up to a date not more tﬁan‘four months before such annual-
general meeting. The balance sheet shall be certified by.fhe
"Company's auditor or auditors, whoée report thereon shall

~be embodied in or accoﬁpany the same. The directors may
iaﬁd_?n demand of the members shall; report as to the‘sfate -
6f:the Company's affairs and the amoﬁﬁt which they»reéomménd'
- to be'paid by way pf aividend, and the amounf (if any) which .
 they ﬁfqpose to carry to é reservé fﬁnd. | | N
93, (a) Any notice under the Company's By-laws may"be'

given to a member either personally ob by sending it by

mail, postage prépaid to Suéh member at his addfess regis-
tered with the. Company, or '(if he has no registered address)
then to the addresé (if,any)’supplied by him to the Company
for the giving of notiées_ﬁo him,‘or to his last known
address. |

| (b). Where a.notice is.sént by post, service of the
notice shall.be deeﬁed to Be effected by addressing, pre-
.péying, and posting a lctter'containing the nqtiée,'and to
‘have been effected on thé day following the date of posting,
and in prbving such service it shall be sufficiént to prove
.that the envelope or wrapper containing the no:t:icc was

properly addressed and put into the post office.



'(c) Wherc a glven number of dayO' notlcc or a notice
..extchdlnL over any othcr porlod 1s. rcqumred to be glven,vthe
day of seﬁﬁicé shall unless liflé  Lhc”w1cc DIO”ldCd be
-couﬁféd“ﬁn such number of days of other period |
(d)‘ Any notice or document sent by posi to, or left
~at the féglstered address of, any. member, 1n pursuance of
these presenfs, shall, notwithstanding such member be then
deceased, and whether or not the comﬁany have notice of his
decease, be deemed to have been duly served in respect df
any registered shares, until some' other person be regisfered
in_histstead as the holder thereof, and such service_shall
,£orwéllmpurposes,of tﬁese presents be .deemed a sufficient
:sefvicéiof suéh notice or document on his pérsonal repre-
senfatiye.
94.,; On demand'of ény person entitled»to recei?e notice
Qf’geheral méetings, a copy of the balance sheet and report
shall, not less than seven (7) days before the meéting
(unless some other.time“be prescribed by the Coméany in
| 'geheral meetiﬁg; or by the directors), be‘sent to such -
Apefson’in‘the_manner in which notices are to be given:

hereunder.

95. A notice may be given by the Company to the'persons'
entitled to a share in consequence of the death of a member
by sending it thrbugh the post in a prepéid letter addressed.
to th@m by mame, or by»the title of representatives of the
deccased, or by any like description, at the address (if..
any) in the Province of British Columbia supplied for the pur—A

pose by the persons claiming to be so entitled.

A
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86. Notice of every ycﬁcfal meating shall be giQQn
in someAmanner hercinbeforofauthorized to:- |
) (a) ‘Every member of the Company éxceﬁf fhoéé ﬁémbers
who (having no regisforéd address within the.Province‘
of British Columbia) have not supplied to the Company
an address Withinﬂér without the said Province for -
the- giving of_nﬁtices to them or who are not entitled.
to such notice by virtue of these By-laws, aﬁd also to
(b) Every person entitled to a share in éonéequence
. of fhe death of a member, who, but for his death
'wduld_be entitled to receive notice of the meeting.
‘No other person shall -be entitled to receive notices

" .of general meetings.

.‘\ "MISCELLANEOUS - SIGNATURE - BONUS - INDEMNITY
97. - The signhature to any notice or document given
or issued by the Company may be stamped, printed or

mcecchanically reproduced.

-98. "VThe Company may give té any pefson employed by

the Company;‘either in additioﬁ-to‘or in lieu of wages or
.salary, a cbmmissidn or bonué on the profits of any particular
business or transaction 6r,on the gross'turnover or sales of
the Company's business, or a share ih the.general profifs

of the Company and such commission, bonus, or share of

profits shall be treated as part of the business e#pense

of the Company.

1 99. Subject to the provisions of the "Companies Act",
every director, manager, or other officer of the Company or

,_Aany person (whether an officer of the Company or not)



-employed by thc Compdny may bo 1ndcmnlicd out of the»

rfundseoi the.Compdny agalnst ail ix ablLlLy 1ncurred uy
~ﬁim'as direc;or,'manager; officer or‘audltor in defendlng
any proceedings, whether civil or crimihal, in>which
'"ﬁudgment is given in his favouf or in.whioh he is acquitfeo
or iﬁ.which judgment and costs may be given against him

o in connection with any application under the ""Companiesg

Act" or_the,"Professional Corporations Act™", in which relie’

is granted to him by the Court,

;100; '. - if'the.Company‘shallﬂbe'wound up, whether volun-
'tafily‘or otherwise, the liquidator or liquidators_may;v
 with fhe sanction of a special resolution, divide among
fthe members in'speoie’or in kind any part of the assets
of the ComDany and may, w1th the llke anction vest
any part of the assets of the Company in Trustees upon
"such trusts for the benefit of the members or any of them az
' the liquidator or liquidators with the 1like sanction'shall

think fit.

COMMISSIONS ALLOWABLE ON SHARES, DEBENTURES, ETC.

101. | The‘Company may at any time pay. a commission to
any person for subseribing or‘agfeeing'to subscribe: |
(whefher ébsolutely or conditionaily) for eny shares,
debentures or debenture stock of the Company, or procurinv
or ag“e01ng to procure subscriptions (whether absolute or
:?condlfmonal) for. any shares, debentureO_or debenture stOeK
of “the Company, but so that if the commis ion in respect o

shares shall be paid or payable out of capital the statute:
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':féonditionévéndvreQﬁircmcﬁts shall not éched ﬁiné£y~five
:per cénf1K95%)'on the shares,'deﬁéﬁfures'or;debenturqfstock'”
‘in eaéh cas? subsébibed @r to be shbscribed;  The commission
may be paid or séfisfied in.cash or in éﬁares; debentureé

or debenture stock of the Company.



102.

'SUPPLLMENTARY

The following rights and restrictions shall attach

to the Preference shares:

- (a)

. (b)

(o)

The holders of the preference shares shall

: : L . A
in each year in the discretion of the directors,
be entitled, out of any or all profits or sur-

plus available for dividends, to non-cumulative

dividends at the rate of 7% per annum on the

-amount paid up on the preference éhares; the

‘holders of the preference shares shall not be

entitled to any dividend other than or in excess
of the non-cumulafive_dividend at the rate of

% per annum hereinbefore provided for.

In the event of.liquidétion, dissoiufion, §r  a
winding up of the Company, whether voluntary -
or involuntary, the holders of the preference
shares shall be entitled to receive, before
any distribufidn of any part 6f the assets of
thé COmpany among the holders of common shares,
an amount equal to 100%.of‘the amount paid.
thereon énd any dividends deéléred'therecn

and unpaid and no more..

Subject to the right of the holders of
preference shares to vote at a meeting of

the holders of sucﬁ shares the holders of



(d)

deemed shall be selected by lot (or other-

such preference shares shall not be entitled
to receive notice of or to attend or to vote
at any general ﬁeeting of the Company in

respect of theipr holdings of preference shares.

The said preference shares, or éﬁy paft
thereof, shall be redeemable at any time
at the opfion of the directors of the
Company without the'consent of>the holders

thereof by payment to the holders thereof

of the par value of the said preference

shares together with.all dividends declared

thereon and unpaid. If less than the whole

amount of the outstanding preference shares
shall be so redeemed the shares to be re-
wise) in such manner as the Board of Directors’

may determine.
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(Section 175)

COMPANTES ACT

"PETER WATTS,

A PROFESSIONAL CORPORATTON"

Atla meéting of Directors of Peter Watts, A
..Professional'Corpqration, duly convened andvhgld at 4584
West 13th Avenue, Vancouver, éritish Cdlumbia, en the
Sth day of July, 1971, the following resolutioﬁ was duly

passed:

"That the Company ceacse to carry on
business, surrender its Certificate
of Incorporation and request that the
Registrar of Companies strlke it off
the Register."”

CERTIFIED a true copy this 5th day of July, 1971.

PRESIDENT
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EXHIBITS

Letter from Department of National Revenue re:
Tax Status of Professional Corporations

Questionnaire Required by College of Physicians
and Surgeons

Tax. Saving With a Professional Corporation.
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- EXHIBIT B

COLLEGE O PHYSICTYANS & SURGEONS OF BRITISH COLUMBIA

Questionnaire required to be completed with respect to Section

75 of the Medical Act (as amended) and Sections 3 and 4 of the

Professional Corporations Act.

Act provides as follows:

Section 75 of the Medical Act of British Columbia provides
that no menmber or group of members of the Ccllege can carry on
the practice of medicine in a corporate name without the written
consent of the Executive Committce of the Collcge. The full

Council of theAColiege can give -such consent. Section 3(2) (b)

-of -the Profeisional'Corporatiohs“Act,.1970, requires that a

‘thSiéian‘or a group of physicians sceking to 'incorporate a

professional corporation must file with the Registrar of Companies
a certificate of the College that each of thé incorpoeratcrs is
entitled‘to carry on the_practiée of medicine in British Colunbia
and approving the name of the proposed corporation. Section 3(8)
of the Prqfe;sional Cor;orations Act stipulates, in effect thét
aicopy of a résolutioh of the Céuncil of the College must be filed
with the Registrar of Combanies authorizing members of.tgéwCollege
to incofporéte under the Professional'Corporations Act. This

has been done. Section 4{4) of the Professional Corporatiéns

"All members, directors and officers of a corporation
shall be persons entitled to practice the professions
in respect of which the corporation is incorporated."

‘Section 9(3) Provides:

“"A corporation shall not carry on precfessional services
except by means of members, directors, officers, employees,
or agents of the corporaticn lawfully entitled to practise
the profession in respect of which it is incorporated,

but may employ clerks, secretaries, bookkeepers, technicians,
and other assistants to perform services that are not usually
and ordinarily considered by custom or practice to be
professional services."”

In anticipation of the College, through its Registrar, receiving
inquiries with respect to professional corporations, the Executive
Committee has directed the Registrar to submit this questionnaire

for completion and rcturn to the Registrar in all cases where an

application for incorporation is going to be made to the Registrar

~of Companies. As each request for consent and approval by the

i criaeys, s

F
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Collcpe must be processed individually by the Excéutivc
. ! .
Committec or tﬁc Council, mcmber of the Collecge must not ant’
fhat consent and approval can beAspccdily given or givén as
matter of éourse in every case.
Thchollcgc h&s been instructed by ic Registrar of
Companics tﬂat he will not accept the wofd "Limitéd" or "Ltc
in an épplication for_incorporétion.undcf the Professional C

ations Act, since in fact liability is not limited under th:

Act. Furthermore, he intends to require in lieu of "Ltd" th-

P . : . i » . .
words A'Professional Corporation" in the name - i.e. "Dr. A.

Smith and Associates A Professional Corporation,"

Plcase complete the following information and have cach

of the proposed subscribers'(incorporatoré) sign at the foot

thercof:

1. - Proposed name of corporation:

2.v:_Address where practice of corporqtion'will.bg carried oxn
.3, Full names of all members of the College who will be

subscribers to the Memorandum of Incorporation:

L Full names of other physicians who will be employed by

the corporation (but not shareholders in corporation) =@

,incorporation comes into effect:

-

£y

AP R



* PLEASE NOTL:
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Io 3t iptended that all pcrsdﬁﬁ‘nnméd in Itcem 3 Qbch be

A

dircectors of the proposed corporation?

" If not, list full names of intended dircctors:

List full names of the members who will be officers of
the corporation when it is formed and the office éach
will hold. (President, Vicc—Presidenf, Secretary,

Treasurer, ctc.)

ke

.DATED at Vancouver _this' .- " day off ="' 18.7

‘SIGHED by the following members of the College
of Physicians & Surgeons of British Columbia,

who are the persons who propose te incorporate
the professional corporation referred to above.

Dr.

Dr.

Dr.

¢ l)r'-

~

TOR REQUIRED CERTYFICATE ENCLOSE FEE OF $10.,00.

XY
-

o -



EXHIBIT C

TAX SAVING WITH A PROFESSIONAL CORPORATION

No $10,000 $20,000 $35,000
Retention Retention Retention Retention

PRIOR_TO NCORPORATION

Net tncome Prior to Incorporation $30,000.00 $45,000.00 $60;OO0,00 Y$86;OOO.CO
‘Pérsonal Exemptions S 2,700.00 _ 2,700.00 __ 2,700.00 " 2,700,00
-Tixable |Hcome;Erior“jo;lncorpordfion o $27,300.00 '$42,300.CO "$57,300.00 '$7§;300.QO'“-

o —

.Tsx Thereon: . : k . T RO
Basic . - ~$9,720.00 $17,335,00 $25,585,00 $37,450.00

0.A.S. and S.D. S o - 360.00 /360,00  360.00. 360.00
Sur tax , , : 285.00 515,00 ~_760.00 1,115.00
Total Tax Payable o * $10,365.00 $18,210.00 $26,705.00 $38,925.00

'AETER INCCRPORATION

»

Professional Corporation

Net Income . : $30,000.00 $45,000.00 $60,000.00  $80,000.00

Less: Salary . 12,000.00 12,000.00 25,000.00 45 ,000.00

Taxable Income . $18,000,00 $33,000,00 $35,000.00 $35,000.00

Tax Thereon | . $ 3,880.00 $ 7,110.00 $ 7,540.00. $ 7,540.00

Avaiilabie for Dividends and , : : .

Retention : $14,120.00 $25,890.00 $27,460.00 $27,460.00
Dividend Declared (a) | S $14,120.00 $18,045,00 $11,770.00 -

INDIVIDUAL

Salary | : $12,000.00 $12,000.00 $25,000.00 $45,000.00
Dividend . , 14,120.00 _ 18,045.00° _ 11.770.00 —
Total Income . , $25,120.00 $30,045.00 $36,770.00 $45,000.00
“Personal Exemptions _ 2,700.00 2,700,00 2,700.00 2,700.00
 Taxable Income ‘ | $23,420.00 $27,345.00 $34,070.00  $42,300.00

Tax Thereon:

&

Basic $ 7,589.00 9,742.50 $13,105.00 $17,335.00
Less: Dividend Tax Credit , 2,824.00 5,602.00 2,354.00 —

- $ 4,765.00° $ 6,133.50 $10,751.00 $17,335.00
0.A.S. and S.D. : - 360.00 360.00 360.00 360,00
Surtax - : 135,00 180.00 315,00 515.00

Total Tax by Individual $ 5,260.00 $ 6,673.50 $11,426.00 $18,210.00

" TOTAL TAX BY CORPORATION AND

INDIVIDUAL $9,140.00 $15,783.50 $18,966.00 $25,750.00
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