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Utilizing your Capital 
Dividend Account to Withdraw 
Funds from your Corporation 
Tax Efficiently...

Synopsis
A Canadian Controlled 

Private Corporation reports 
its annual taxable activity on a 
T2 Corporate Tax Return.  Part 
of that return is an account 
called a Capital Dividend Ac-
count (CDA).  Among other 
things, the non-taxable half of 
a realized capital gain is added 
to this account.  At anytime 
during the year, after filing an 
election form with CRA, a posi-
tive balance may be paid to any 
class of shareholder free of tax, 
both in the corporation and in 
the hands of the shareholders. 

For example, Brodie is the 
sole shareholder of his corpora-
tion through which he runs a 
successful marketing business.  
He is in the highest marginal 
tax bracket and is always look-
ing for tax efficient cash flow 
to enhance his lifestyle.  He 
has after tax funds invested in 
his corporation, but like most 
owner managers, is unwill-
ing to purchase equities with 
his hard-earned savings. His 
conservative interest bearing 
investments do not add any 

value to his company’s CDA.
 Solution
Brodie may invest his 

corporate after tax funds in any 
of the NexGen Funds, includ-
ing their bond fund.  Unique 
in Canada the Nexgen Bond 
fund allows the investor to 
choice to distribute the income 
from this fund in the form of 
capital gains.  He can distribute 
up to the annual growth of his 
investments as a capital gain.  
Half of these net capital gains 
are added to his corporation’s 
CDA, each year.  The other half 
will be taxable in the corpora-
tion’s T2 tax return.

Result
Brodie will generate posi-

tive CDA balances that may be 
paid to him at no tax cost. He 
can also generate these capital 
gains by using conservative 
investments that ordinarily 
distribute only interest and 
other highest tax rate invest-
ment income. 

-Ron Zwicker and Vicki Cook 
are Investment Advisors at Mac-
quarie Private Wealth. They can 
be reached at www.macquariepri-
vatewealth.ca/zwicker and vicki.
cook@macquarie.com. 
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Canoe Pass riding high on tide
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“What we needed was criti-

cal mass,” Knight says. Knight 
and Peterson were founding 
members of the Ocean Renew-
able Energy Group (OREG) and 
Knight was its first chair for four 
years. The sector then captured 
the attention of the federal and 
provincial government.

Meanwhile, Knight and Pe-
terson discovered the perfect 
place to set up their first tidal 
energy generating facility – in 
Canoe Pass between Quadra 
and Maude Islands.

Canoe Pass is one of two or 
three tidal projects that is be-
ing moved ahead in Canada. In 
fact, Canoe Pass is the most ad-
vanced on the West Coast. 

Chris Campbell, executive 
director of OREG calls the Ca-
noe Pass site particularly inter-
esting.  It is one of 10 sites on the 
West Coast that has been identi-
fied as suitable for generation 
of tidal power. It is easily acces-
sible and directly below a hydro 
distribution line, making a con-
nection to the grid quite simple. 
An assessment shows that the 
project will generate about five 

Megawatts of energy, enough to 
power about 5,000 homes. 

“That about equals the BC 
Hydro supply to the Discovery 
islands,” Campbell says. “If that 
site was fully developed, you 
could conceivably cut the dis-
tribution line between Quadra 
Island and Vancouver Island 
and they might well be self suf-
ficient.”

The District of Campbell 

River has also recently complet-
ed a feasibility study for a dem-
onstration tidal project on the 
fishing pier. The idea, Campbell 
says, is to make it a visible part 
of Campbell River’s green com-
munity initiative.

Tidal power is one of the bet-
ter ideas for sustainable energy, 
Campbell says, noting that it 
is highly efficient and because 
tides are powered by gravity, 
there’s no chance of running 
out of the power source. 

It is also a dependable source 
of power. While it may have 
peaks and valleys, the amount 
of power derived from tidal en-
ergy can be accurately comput-
ed for at least 20 years into the 
future. Environmental assess-
ment studies to date have not 

found any negative impacts. 
Now that implementation of 

the project is mere months away, 
Knight says he’s pretty excited. 
He recalls that Chris Campbell 
called Campbell River “The 
Tidal Energy Capital of Cana-
da” at an OREG conference two 
years ago. That may not be far 
off the mark, he says. 

“Campbell River has all of 
the capacities necessary to re-
alize that slogan. The potential 
in the tidal currents north and 
south of Campbell River are 
among the most significant and 
useable in the world.”

Campbell River itself also 
has everything it takes to turn 
that potential into real energy. 

“They have the marine en-
gineering capacity,” he says. 

“They have the fabrication 
capacity and the marine ser-
vices capacity and they’ve got 
a trained industrial workforce 
including all the men who used 
to work at the pulp mill.”

He says that one of the excit-
ing aspects of the project is the 
development of a uniquely Brit-
ish Columbian supply chain. 

“Canada can do in ocean en-
ergy what it has done over the 
past 40 – 50 years in hydro. We 
can export solutions to the rest 
of the world.”

Canoe Pass Tidal Energy 
Group is at 3075 Discovery 
Drive in Campbell River.

www.canoepasstidal.com

Tidal energy project at Canoe Pass - before and after


