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Disclaimer:
This consultation draft is intended to facilitate dialogue concerning its contents. Should the decision be made to proceed with the proposal, the comments received during consultation will be considered during the final preparation of the regulation. The content, structure, form and wording of the consultation draft are subject to change as a result of the consultation process and as a result of review, editing and correction by the Office of Legislative Counsel.
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ontario regulation 
made under the
Electricity Act, 1998
Amending O. Reg. 124/99
(TRANSFER TAX ON MUNICIPAL ELECTRICITY PROPERTY)

	1.  Section 2 of Ontario Regulation 124/99 is proposed to be amended by adding the following subsections:

	(12)  If a municipal corporation owns, directly or indirectly, an interest in shares of a corporation (in this subsection and subsection (16), “the corporation”) and that interest derives its value, in whole or in part, from property described in subsection (1), and the corporation issues shares to a person other than the municipal corporation, the municipal corporation shall be deemed to have transferred to the person a portion of the interest in the corporation, as calculated in accordance with subsection (16).  That transfer shall be deemed to constitute a transfer described in subsection (1).

	(13)  If a municipal corporation owns, directly or indirectly, an interest in a partnership (in this subsection and subsection (16), “the partnership”) and that interest derives its value, in whole or in part, from property described in subsection (1), and a person other than the municipal corporation acquires an interest in the partnership in any manner other than by a transfer from a partner,  the municipal corporation shall be deemed to have transferred to the person a portion of the interest in the partnership, as calculated in accordance with subsection (16).  That transfer shall be deemed to constitute a transfer described in subsection (1).  

	(14)  If a municipal corporation owns, directly or indirectly, an interest in a trust (in this subsection and subsection (16), “the trust”) and that interest derives its value, in whole or in part, from property described in subsection (1), and a person other than the municipal corporation acquires an interest in the trust in any manner other than by a transfer from a beneficiary, the municipal corporation shall be deemed to have transferred to the person a portion of the interest in the trust, as calculated in accordance with subsection (16).  That transfer shall be deemed to constitute a transfer described in subsection (1).  

	(15)  If a municipal corporation owns, directly or indirectly, an interest in an entity other than those entities described in subsections (12), (13) and (14) (in this subsection and subsection (16), “the entity”), and that interest derives its value, in whole or in part, from property described in subsection (1), and a person other than the municipal corporation acquires an interest in the entity in any manner other than by a transfer from a holder of the interest, the municipal corporation shall be deemed to have transferred to the person a portion of the interest in the entity, as calculated in accordance with subsection (16).  That transfer shall be deemed to constitute a transfer described in subsection (1).

	(16)  For the purposes of subsections (12) to (15), the portion of the interest that is deemed to be transferred is calculated using the formula,
A x (B/C)
in which,

	“A”	is the fair market value of the municipal corporation’s interest in the corporation, partnership, trust or other entity, immediately before the transfer is deemed to have occurred;

	“B”	is the fair market value, at the time the transfer is deemed to have occurred, of,

	(a)	the shares issued by the corporation to the person,

	(b)	the interest in the partnership acquired by the person,

	(c)	the interest in the trust acquired by the person, or

	(d)	the interest in the entity acquired by the person.

	“C”	is the fair market value of all interests in the corporation, partnership, trust or other entity, immediately after the transfer is deemed to have occurred.  

	2.  The Regulation is proposed to be amended by adding the following sections:

		3.1.1 (1)  This section applies if, 	

(a) a municipal corporation proposes to transfer an interest in a corporation to a person; or

(b) a municipal electricity utility proposes to transfer an interest in a corporation, partnership or other entity to a person.

	(2)  There shall be deducted from the amount payable under subsection 94 (1) of the Act to the Financial Corporation the amount calculated using the formula,

(A - B) x (C/D) x E

in which,

	“A”	is the fair market value of the qualifying property at the particular time set out in subsection (3);

	“B”	is the amount calculated using the formula,

F / G

		in which,

	“F”	is the amount of any deduction from an amount of tax payable under subsection 94 (1) of the Act previously claimed under this section by any municipal corporation or municipal electricity utility in respect of the qualifying property, and

	“G”	is the percentage set out in section 1 at the time the deduction in F was claimed;

	“C”	is the fair market value of all real or personal property that has been used in connection with generating, transmitting, distributing or retailing electricity in which the corporation, partnership or other entity has a direct or indirect interest that is attributable to the interest that is proposed to be transferred;

	“D”	is the fair market value of all real or personal property that has been used in connection with generating, transmitting, distributing or retailing electricity in which the corporation, partnership or other entity, referred to in “C,” has a direct or indirect interest; and

	“E”	is the percentage set out in section 1.

	(3)  “Qualifying property” is property of a corporation where:

	1.	All of the shares of the corporation were acquired by the municipal corporation or the municipal electricity utility at a particular time after June 30, 2016;

	2.	No shares of the corporation were owned by the municipal corporation or the municipal electricity utility immediately before the particular time;

	3.	The shares of the corporation were not acquired from a municipal corporation or a municipal electricity utility; 

	4.	The corporation had more than 30,000 consumers at the particular time; and

	5.	The property was real or personal property in which the corporation had a direct or indirect interest at the particular time and the property was used in connection with generating, transmitting, distributing or retailing electricity.

	3.1.2  (1)  This section applies if,

	(a)	a municipal corporation paid an amount under subsection 94 (1) of the Act in respect of a deemed transfer under subsection 2 (12), (13), (14) or (15);

	(b)	the municipal corporation proposes to transfer to a person an interest in real or personal property that has been used in connection with generating, transmitting, distributing or retailing electricity; and

	(c)	the proposed transfer is not a deemed transfer under subsection 2 (12), (13), (14) or (15).

	(2)  For the purposes of determining the amount payable under subsection 94 (1) of the Act to the Financial Corporation in respect of the proposed transfer described in clause (1) (b), the fair market value of the interest to be transferred shall be reduced by the amount calculated using the formula,

(A/B) - C
in which,

	“A”	is the amount paid by the municipal corporation in respect of the deemed transfer described in clause (1) (a);

	“B”	is the percentage set out in section 1 at the time the amount described in clause (1) (a) was paid; and

	“C”	is the sum of any previous reductions made under this section in respect of the deemed transfer described in clause (1) (a).


Commencement
	3.  This Regulation comes into force on December 31, 2016.
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