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Overview

B Overvewd tax exemptions

m Types o taxesto becong dered

m Conflict bet ween security and
taxatl on I ssues
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Overview (cont.)

m Sructuresto cong der
B H ann ngtechn ques
m Hybrid structures
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Overview o tax exemptions

m Section 87 a the Ind an Act

- Avalad etolnd ans and Bands
If 1ncome arl ses from an orr
[ €Ser ve sour ce

- Avaladeinrespect of inconme
dlocaedfrom “fl ont hr ough”
entitles

- NAtocorporations truss &c
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Overview o tax exemptions

(cont.)
- Cannat be shared

- Al facets d managenent, control and
day to day operations shoud  occur on

r eser ve
B 1491)(c) d thel ncome Tax Act (“I TA")

- Public body perfor mngafunction of
gover nment i nCanada

- Needtoassessthe g atus of the
Hrst Nation
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Overview o tax exemptions

(cont.)

- Exemptionappiestodl incone  and
nat | ust I ncome earned on reserve

- Only aval ad eto Bands

m 1491)(d.5 o the | TA

- Only aval ad etot hose Bands who
guaifyas Canadan munapdities for
| ncome Tax pur poses
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Overview o tax exemptions
(cont.)
- Not dl Bands gqudify
- Only avalaldeinrespect

corporaionsthat donat earn
norethan 10% o income  outg de
of geogr aph ca boundari es
(taken tonmean “reserve’ for
Bands)
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Overview o tax exemptions
(cont.)

- Exemption nay be uncertan and
a risk due toTaw ch case

- May be dfficut toarguefar

o her Hrst Nt ons
m 149(1)(l) d the | TA
- Based onthe Gul | Bay case
- non-profit or gan zaions ony
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Overview o tax exemptions
(cont.)

- Cannd d stri bute praitsto  members
or sharehdders

- Praofit cannot bethe mai n objective

- If the pur poseisto crea e anor mal
businessthenthisexenption shou d
nat be cond der ed

- Exemptionrestridivein howthe
cor por ai on nust behave
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Types d Taxes

B | nconetax

m GST

- Canrepresent ared costin
respect d resdentid red etate

- S f-suppy ru es cause GST to be
assessed on | eased | and
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Types o taxes (cont.)

- If contractor 1Isa her than an

| ndi an or band, then contractor
liablefor GST onthe FIMV d the
buld ng and |eased |and

- |f devdopment on reserve then
an the sdf-assessment may
resut in no GST to a Band

Aborigna Services




Types o taxes (cont.)

- Prowvi des poss econp éitive
advantage for pria ng

- However, new home rebat el ost
W th respect to va ue o buld ng

- Exemption fromsdf- assessment
not avall ableto COr por atl ons
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Types o taxes (cont.)

m Socid Services Tax (“ PST”)
- Bul lder/contractor 1S consuner

- Thus PST may appyto buld ng
supplies evenif prgect ison
reserve o evenif buildng
materialsare adivered on reserve
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Types o taxes (cont.)

m |f band takes ddivery on reserve and
dather aseparatecontract far
buld ng suppies or if buld ng
suppl1es separatdy | dentified and
billed for

- PST may nat apply

- Wheremat eri als used may nat be
rd evant
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Security and Taxation onflicts

m (Of reserve devd opnents can be
secur ed (even if omed by a band)

B On reserve cevdopnmentscan oy be
secured va aded gnation o o her
| easehol dint er et
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H ann ng Techni ques

m Band acts as contract or

- |f mat eri a's purchased on reserve
then no PST

- No GST appliesif ddivery occurs
oNn reserve

- Potentidly no GST on sdf-suppl y
rues(If on-reserve
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H ann ng techn ques (cont.)

m |f cevdopment off reserve then Band
shou d be contract or

- PST and GST may nat app vy if
mat eri a s purchased on reserve

- No exenmption fromGST self-suppl y
rdes however

- Band may still be exenqpt from
| ncome tax if subjed to 149 1)(¢ o
thel TA
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S ructurestocons der

m Uni ncorporaedstruct ures preferal e

B Limtedpartnershps may a@ford
fl onrthr ough nechan sns whi le
posd dy covering off security nmetters
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Conflias (cont.)

m |ssuers d |leases and | essees wil
prefer corporaelease hd dersin
or der toissue security i nterests

B Hrg Nationswll prefer
uni ncor poraed struct ure
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Types o taxes(cort.)

Fuel tax

Property Purchase Tax

Pr operty taxes

Munapd levwes

Wh @ her or nat taxes app y can

severdyimpact priang o
devd op ment
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Hybrid Sructurefor

oNn-reserve devd opme nt

Use |i mted partnersh p (“LP’)wth
generd partner hd di ng head | ease

m LPiscontractor and paysfeeto devd oper

m LLP purchasesdl nateriasand services
on reserve

GP 1ssues nortgages d lease onbehaf o
LP
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Hybrid Sructure
(cont.)
Hrst Netion

100 %

g, ot Paer

I unit
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Hybrid Sructure

(cont.)

m GP hddslunt whleband hd ds 1000
unts

m 1000'1001 of incone nay potertidly be

exempt fromi ncometax

B GST may na aopl y as a conseguence of
TI B BO39R as one of the partners wou d
be a band
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Hybrid Sructure
(cont.)

m 1/1001 o PST may appy on account
o Seven M| e Damdecig on and on
account d Consuner Taxatl on

Branch’s ad mni strative positi on
m Legd adwvice criticd
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