


This secand limit mears that a
conventon sponsred by a @nadan
business or profesbnal oganization
mustbe hetl in Canadavhere he
organkaion is natonalin chaacter or
in the paricular province, nunicipality
or area ifthe aganizaion’s adivities
are limited to suclan area.

Expengs ncurred &ending a
convenion hel outsde the
geographtal limits of theCanalian
organkaion will normaly notbe an
allowabk dedution. Howeve, under
the CanaddJnited States Tax
Convenion, expenss inairred by a
Canalian esdent orcitizen atending a
conventon sponsred by a @nadan
organkaion and hél in the US. are
treated as f the convenion wee hed in
Canala if the onventon is héd by a
national oganization. A provindal
organkaion holding a onventon in
the US. woutl be outile ofthe
territorial limits of the ogarizationand
the penses theefore would notbe
deductble.

In addtion, you can dguct iea®nable
expenss ncurred fo atending a
conventon in anothe areaor county if
the @nventon is ponsored by
organkaion of that aea or ountry and
it is rdated to yourbusines or
professioral practice.

If your spouseor chidren acompany
you to a onventon, these epenss are
normaly consdered to bepersonhand,
as sub, arenot dedutible. Similarly,
the incremetal costs of a acation,
which are ombinel with the
convenion, woul not be dductble.

Meals and Entertainment

The raistraton fees for aconvenion
will sometimes hcludethe ost of food,
beverages, oentertainrent. If these
amouns arenot shown sparaely on

your bill, you mus subtact$50 from
the ptal convenibn fee for egh day
the oganizr provides malsand
entertainmen You can then claim this
amountas @ expene under rrak and
entetanment, of which 50% &
deductible. (Note that irtidertal items
such a coffee and doughnstthd the
organker provides & meetings or
receptions atthe mnventon are not
consicered to ke meals and
entertainmen)

You can also claim the sts of meals
and engriainment hat ae notincluded
in the convation fees subgctto the
50% dedution.

Employee Atendees

If your empbyer requies you ¢ atend
a convation and you areeimbursel
for your coss, thereimbursenentis
normaly not taxed in your hads. You
are notenttled to deuct any of the
coss of atending a convation in
compuing your own pesonalincone.
However,some paion of theamount
paid by he enployercould be
considered daxale beefit in some
circumstancedor example, ifthe
empbyer coves any of he coss of
your combiing a holday with the
conference.

If your spouseor parher acompanies
you to he confeenceand your
empbyer paysor remburse you for
this addiional @st, he anount 5
consicered a taxdp benefit in
compuing your pesonalincorme. The
exception is whee your erployerhas
requeted hat yourspouse econpany
you to hep you acheéve he busness
objectives ofthe tip. In that instance,
the anount pad for your pouse’s
travel and acommodaibn would not
be conglered to bea taxablebeneft.

Some Tax Tips

Make sure you an ba& up your
conveniton expése taims.

« Keep your onventbn regstraion
form and reeipt, sesson outine aad
receipts fo travel, accoomocdhation
and othe expenss.

If the regstration fee will include
meals and gertainment, ask these
costs are stwn as separate items o
the receipt. @herwise,the $50a day
rule applies.

If you atend aconferece ouside of
North Ameiica, make ste yau can
show therelevane of he convation
to your busiess.

If you combne a vaaion with a
conference, b sure tdkeep segrate
recordsof your personaversus
business expasesWhile thebusines
expenss ae dedutible, the pesonal
expenss for he vaation porton of
your trip are notlf you arean
empbyee, he persnal potion is
consicered a taxdp benefit andaxed
in your hands.

If you arean enployeeand your
empbyer requststhatyour spouse
acompany youd the onferene, ak
thatthis requst beprovided in
writing and kep ths with your othe
confereace doamenation.

Convenions @n be reitalizing and can
help boosyour produtivity. They not
only hep you find pratical straegies
and salitions tha can be appkd
your businss butals offer vduable
opportunties b lean aboutew
materials and qpducts as well as sine
ideas with othes in your gcbor. Sirce
the wles limt the dedictibility to just
two corventiors each yearcarefuly
resarch he may offerings to asure
you maximize theinvegment of your
time and moneym
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Company Shares

O wnermanages
of incorporaed
businessesknow tha they own he

company, but &times may nobe as

familiar with same of tre concefs

regardng shars.

Under heCanada Buses
Corporations At (CBCA) a
corporaton will have kares The
corporaton is not rguired to have
comma shaes, special shas or
prefered shees, butrather t is only
requred b mantain shars. Most of he
provinees’ provncid legidation
regading share cajial is very similar
to the CBCA,; towever, thee ae
differences. Itis important to ensure
thatthe @rporaton propely complies
with the hws of he juiisdiction under
whichit is incorporagd.

In many prvatecompaies the
ownermanayer contols the
corporaton and nay be he only
shardéolder Howeve, as he
corporaton is consilered ¢ be an
entity unbo itsef, the sharéoldermust
not treat tke busines as ifall the &sets
were the ass of the sarehdder.

Geneally there are tw typesof shares
issued from acorporaion, common
shares ath preferredor special shares.

Common Shares

Where acorporaiton mantainsonly

one class bshaes, these stres mus
be etitled to vote at meetigs d
sharéoldess and mutsbe entitled to he
resdual vdue ofthe @rporaton on
liquidaton. Theseshares arecommon
shareslf there is more thaiwne class
of shares, it is pesible to sepaie these
attributes.

Comnon share repreentthe esdual
capital in the assets aedrning of a
business. Tadtionally eady common

MANAGEME NT

sharehas onevote.In most
owner-maaged buseses,
the oiginal ®ommon shees
issued woutl have normal
valug say $1 peshare

Comnon sharboldes have
the final s in the
operatons of acompany.
Normaly a 51%maprity is
required b approve rajor
evens in acompany, such
as electing directs,
liquidatng the conpany or sking
major assets.

Rights of Common Shareholders

There ae certain rigks or addantages
to beng a cormon shagholde. Thee
rights or advatages can be modied
within the bylaws a within the
shardoldes’ agrement butgenerdly
include:

 The dility to dispose okhare
holdings.

« The right o vote.

 The iight to eled directors.

 The right o atend conpany
meetings.

» The right o recéve cpiesof the
company’s annuhreport and
financial statements.

» The right o sharan the conpany’s
growth, @rnings or aset of the
company.

» The &pectatio of limited liability .

Theserights arenot withouta cos.
Comnon sharboldes can have no
expedtaton in the pofits of the
company unles thedividends ee
declared i the diectors. f a commny
is dong wel, dividendsare usally
paid outof profits. Convesely, if
profits do not gist, thecompany will
not detare a dvidend,and in sme
instances, mgy be prohbited from
doing so.Add to his risk tha shoud
the @mpany nobe sucesful,

common karehotlers hae little hope
of recouping any of heir original
invegment.

Many gart-up entrepreneurdsaue
common shres to family members.
This may bedone, for &ampk, ©
providethe dility to dedare dividends
to morethan ongperson.

When conglering the shee stucture of
the @mpany, he ownemhanaer
should onside therights of al
common karehotlers. Rgardéss of
the nunier of shees héd, common
sharéoldes haverights thd, if
exercisedcoud create oprational
headahesfor themajority sharéolder.

Preferred Shaes

Prefered a special shas have a
differentiatirg factorin the speial right
or rights atached to heseshars. For
exanple, if a share isentitledto priority
on liquidaton, this sare woull be
viewed as haing prderen@ over oher
sharesThere ae many attrilotes that
can be attachew pretrredshares,
such a they may notbe enitled  vote
at ameding of thesharé&oldes or be
resticted n the dvidendsthatcan be
received.

Prefered slares are sually degyned to
be moreseare han conmon shaes
thatcarry no gueneesas b ther
worth or tie retirn on invetment. For
instance, it may dthat the prefrred
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shars mustbe padl a retirn of 5%
before ommon shee dividendscould
be pad out.

For mostownermanayers, he useof
prefered shaes b not onsideed n the
original incorporaion of the conpany.
Later, as a copanybecomesnore
successil and sarts to accumate
value, peferred shages alongwith
common karesmay beused ¢ crede
holding compaiesto proectthe a&ses
of theoperaing conpany andherefore
the iarehotler (ownetmanager).This
reorganzaion is often refered to & a
Sectio 85 rollover as it utilizs tha
setion of thelncome Tax Act.

The Sharehdders’ Agreement

The harehotlers’ gyreenent govens
the iights and oligations of he
sharéoldes and a suchjs avery
important doament Among he may
provisions speifi ¢ to he corportion

that are cotained in this aggement,
some ights and olkifations aisedue to
the govening legidation. If the
corporaton is provingally
incomporaed, he appicable povincial
legislaion will apply. If the caporation
is federallyincorporated,the fedeal
legislaion will apply.

The greenent usially coverssuch
maters as lhe anount of ssued ®ck,
names of shacholers ad the anount
and chss ofshars thd they own. Gter
matters includ necessargppovals ly
sharéoldess, nomneesof sharboldes
and buy/sll provisions as wll as
organkaional maters such a number
of directors,name ofchartered
acmountant location of books and
recordsand thecap onmdebteness
thatthe @rporaton can incur.

Regadless of whomhe shaehobders
are,wheter your spous friends or
busines colleagles, it isimperative to

have yourawyer drét a
comprdnensve shaehoders’
agreemen Areas tlat may be
addessed inclde matters sth as the
amaunt of capitd invested theability
to sell hares to witsice paties,
distribution in the @ent ofthe dath of
a shaehoHder, and operabnal
responilities sub as sjning
authoities debtand caital pucha®s.
Fomalizing these isses inthe
agreenentwill reduce he likelihood of
conflict points during opeations and
will provide guidace n the eent of
the death ofone of he shaehobers.

Be sire b get avicefrom your hwyer
and clartered acaantant todetermine
the bet meansof protecting the ights
and prvilegesof thecompay’s
sharéoldes now andn the fiture m

TECHNOLOGY

The Phish E-mail Trap

T

unsuspeting e-md recpientis an old

scamming the

boiler mom tactic that hasden
“slicked up” from atelephone on and

apgied to e-mal.

PLEASE REVIEW
YOUR ACCOUNT:
ADDRESS
S.LN.#
BANK ACCOUNT #

he latest means of Unscrupubus e-nail transmssbns are

being €nt hat ae degned b fool the
individual into beleving hat hey have
received a leiimate offer @
informaion requesand dicit a
respons. Known a phising, hese
deviouse-mals areused ¢ lurevictims
into reveding ther personkfinancal
data.Basically, these ottine criminals
use these e-mail transmissg as the
baitwhen “fishing” for ways o stel
your money, edit and @en your
idertity.

The Scam

By disguisng the e-nail mesage b
look like a ledgtimate canmunication
from a wél-known compay, the
sende seds out pesonalinformaion
such @ your soial insurance nunber,
your addres, bank acountnumbers
passwerds or crdit card nurbers. he
e-mal mightask youa review your
acount wth a warning thatfailure to

do so wil resultin future probéms or
even canellation of sevices.
Sonetimes tle e-nail will promotean
attracive contes for which you must
compktean onlne form.

To engsire hat he offerlooks gedble,
the hieves havegone so faas b
include an amai link to “look dike”
welsites that imitate tle real
organiaion’s logo and forma The
phony sie mg look credible but,in
reality, thesite is caitrolled by
criminals.

Sometimes the soais in the form of
an e-mail that masepracks as a redqst
from your financal institution. To
motivate a respnse the e-mail may
cauton that yourcredt line is going ©
be cut orservices terimmated if the
requesed nformaton is not proviled
immedigely by clicking on he link and
compkting an online form. Gven
today’s busy shedules, many times he
victims will quickly fill in the
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electronic form simply to get id of the
problamn without furher nvesigaton
of the legtimacy of the email request.

How Can You Protect Yoursdf?

Sincee you woudl not reveal personi
financid and pivate informaton to just
anyone who sks, do noprovidethis
information onlne.

To protect yourprivacy, mong and
idertity:

« Be way of any emai that boks
suspciousor out of harader.

» Do not respond to enaied requets
for personhand fnandal
information.

» Do not usehe ink provided in a
suspciouse-mal or compétean
online electronic file.

« Cal the conpany or he financal
institution to verify that the
informaion requeswassentby

e-mal. Do not us thetelephone

number provled on thee-mal as t

too coutl be phony.

If the reauest islegitimate, @ drectly

to the conpany or nstitution’s

webste and log on here. Type n the
webste in your browserDo not usea
link thathas ben provded in &
e-mail.

If an e-md request for pesonal

informaion appess to besentfrom a

repregntdive thd you know, end a

separate e-gil to that perso

confirming that he requst is
legitimate. Do not click onrefdy.

Better 4ill, call that pesondirectly.

If you mug trarsmit sesitive

information onlne, m&e surethe

website is secex.

« Do not sed e-mds conaining
sendlive persnal,financid or private
informaion unles you know itis
safe e.g.,use acrypion.

If you have espondd to an email
requesfor pasonalinformation that
turns outto be phonytakeimmediae
action:

» Repot the crme b your lo@al polce
immedately.

 Contact yaur financid institution and
chang all yourPINs,access codes
and paswords.

« Contact the cratlbureats. Call
directly a go to their welsites:
—Equifax Canala at

www.equifax.com
—Translhion Cammada at wwwtuc.ca.

Phishing is yetanothe spin on faud
and idatity theft Takeextra
precaitions beforagespondig to any
e-mal that requests saesitive financid
and perenal nformaton. m

MONEYSAVER

A Better Bottom Line

I ebruary $ theided
time toreview the

lessons leared fom the past yeaand

set stategies in dace toimprove this

year’s reults.

An excdlent garting pointfor finding
ways b improvethe botom line is to

compae you current incane statement

with thoseof theprevious yea. Justas
the bdance shet gives you asnapshot
picture of he financal condition of
your compay at apointin time, the
income satementshows youhe resilts
of your financid opemtions over a
month or queer, haf, or a ful yea.
The incane statement is sometimes
refered to & theprofit and los
statement.

In addtion to he inome shtament
you should Bo ganerat a rgort
showing he ratos of expenss to sles
and/orratfos of dhange of ales and
expenss on dine-by-ine baisand do
a conprehenive review of thechangse
that have ocurred.

When revewingyour saks ad
expenss, foeis on any vaations,
whetter they arepositve ornegaive.
Past eperiencewill lik ely direct you to
the fllowing high dollar ares.

Sales/Reenue

A review of sales is amtegral pat of
any financial statement analgs
Separate sales intbe varias
categories psenices to determia
which productlines or srvicesare
moving forward and whth arelagging
behind.Thiswill help you detemineif
certain pioduct Inesor servcesrequre
more maketing and ales effors or
whetter they shoudl be modied or
dropped.

Cost of Goods

The st of goodsedion is aother
usefulareato review. The prope
allocaton of expenss, induding wages
and dher coss directly assciated with
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manufaturing a poduct orproviding a
service, lets gu cetermine wiether the
mark-up on goodsf servcesis
adequte. If you have sveralinesof
products @ senices, revieweach line
sepaately in view of therevenue
earnel. This will provide addional
support n detemining wheher b
inves moremoney ad effortor drop a
productor servece.

Wages aml Benefits

Analyze sgnificant hlangesn wages
and kenefits. Ae increasesreated by
increaed coss for ovetime, houry
rates or WSIB, E or heath benefis?
Are decreases a relsof
sub-contacing work?It may be
necessaryo compete a more irdepth
anaysisby exanming the omponent
parts d the actual accat.

Review your pasexpeaises or
temporary and ea®nal saffing. Have
your stdfing requiremens chaged and
it is ime to bring more peple on
board?

Office

Review recwring costs suclas geneal
supplies, sibscrptions and sdivare
update. If you ae leashg equipnent,
detemineif it would now be more
cost-efective to puchase Bw orused
equipnent.

Travel

Travel exgnses waant caredl
attention. Revieviravel exgnses in
view of theamountof businas he
travel actually gneratedTo deternme
areas whre travel egenses cald be
reducel, look d the speific
componats of heseexpenss. There
may beopportuniies for timming
some &penss and modying any

caps, sah as daily egensesdr meals.
Be alet to significant ircreags in ay
cakegory aghis may ndicae
misallocaton or xpenseabuss.

Analysisis more dfficult if an acount
includes bo many ategories. Ths may
be an dealtime b setup addiional
acounts wthin the geeralledge to
allow a moe compehensie analysis
of specific expeise categaes in the
future

Vehicles

If repairs andmaintenance g@enses a
low, conside wheher you ned to
budget br inadea®s n theg expases.
Could some vhicle expases be
reducel by changig route or reduing
or combhing roues b seespedfic
customers?

If vehicle leases are close tmewal,
consder wheher you shoul buy-out
the lease, raagotiate, ochang leasing
companies Is aubmotive insirance
posta to he acount ad is he
covemge adegate? If whicle expeges
are a essatial pat of prodution

coss, shoudl the docaton be noved to
the st of goodsold?

Management Sahries

Review your stary, bonusesnd any
dividends reeived andhie
remuneation of family membes who
are nvolved h the bumess. If you
expet the cah flow orprofits may be
tight tis year, @nside reduchg your
outlays. Review your remungation
plannng with your charred
accoutiant as chargs may hAve an
impact on yourpersonhincometaxes
for the calendayear.

Communications

If your comnunicaions expasessuch
as Intermt and telepbne sevices, hae
been ncreaing,can you rduce or
renegtiate you rates andgervices? A
packaye dehor bundk of fedures may
be less exgnsive as wll as better meet
the pecfic needsf your businss.

If long distance targeshave ben
allocated to spedif customersprgects
or businas funtions, his brekdown
will help you idenify potential ways of
reduchg coss. For &ampk, long
distance fags and ceain calls can be
compktal after pek hours or the
informaion can bdransmited by
e-mail. If cell phore expeses are
greater thn anticipatedpurchase
blocksof time. Atematively, consder
replacing some ell phones wth pages.

Interest

Wheninterest costs arappopriately
allocated, ya can @termine the
sourcs and mke adjstnents If, for
exanple, mostof theinteres$ expase
comes fom carying balances orcredit
cards,are the carslbeingused to
finance opeations?Consder ushg a
line of crelit, which can beobtaned at
a lower inerest rate, angay the cedit
card alances in fli each month

Track, Control and Manage

For ovnerfmanages, a finawial
analysis 6the pasyear’s esults aimed
at reduchg coss or inproving sevices
is a wortlwhile managment exarise.
This compaison and anaysiscan hép
you idenify trends, deeminethose
reverues/exgnses that areoh
consstent with expetaions and
highlight area thd neal atention in
your budgeplannng. m

BUSINESS MATTERSdeak with a nunber of @mplex issuesin a ®nciee manne it is rcommended tha
accouning, legalor othe approprate professonal adviee shoutl be soughbeforeacing upon any othe nformation

contained therein.

Although every reasmable effort has beeanade to ensure the acaay of the infomation contained in i leter, no
individual or organzaion involved n either he prepeation or distribution of this letter accepts any contactual,
tortious or any oher fom of liability for its conentsor for any consguencesarising from is use.

BUSINESS MATTERS:is prepaed binonthly by The Candian Insitute of Charered Acountants for the clents of

its memlers.
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