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ONE STEP AT A TIME: BIZ-INCOME CALCULATIONS: GUIDELINE INCOME MANUAL FOR LEGAL AND 
ACCOUNTING PROFESSIONALS 

INTRODUCTION 

This Manual was created to assist legal and accounting professionals in properly determining a 

person’s guideline income. We hope to achieve consistency in guideline income calculation, and we 

hope that those who are following this Manual will achieve better credibility with the courts. 

Conversely, by recommending standards, we hope that it will be easier to dismiss reports created by 

those who have made no attempt to implement a proper guideline income analysis. If you have used 

this Manual to prepare your report, we welcome you to note in your report that you have 

implemented this Manual’s recommendations. 

That said, this Manual does not have the force of law, and should not constrain the independence of 

experts, as discussed below. It focuses primarily on the law, with a view to setting standards, 

however it does not address how to perform accounting calculations, nor conclude whether any 

business practices are reasonable or not. Only a properly-qualified expert may provide opinion 

evidence to the courts about the reasonableness of business practices such as the deduction of 

expenses and retention of profit. 

Please also be aware that decisions of the Provincial Court, Court of Queen’s Bench, or from outside 

of Alberta, are not necessarily binding and are subject to change. Decisions of the Court of Appeal 

and Supreme Court of Canada are binding. Court of Appeal decisions can usually be identified by the 

letters “ABCA” or “Alta CA” appearing in their citation, whereas the Supreme Court of Canada can 

usually be identified by a citation including “SCC” or “SCR”. 

PRELIMINARY CONSIDERATIONS 

Definitions 

Except for the words “child”, “income”, and “spouse”, the terms used in sections 15 to 21 of the 

Federal Child Support Guidelines (the “Guidelines”) have the meanings assigned to them under the 

Income Tax Act (Canada) (“ITA”).1 

The most significant result is that the ITA’s definitions apply to the list of section 21 mandatory 

financial disclosure (discussed in the topic “Required Documents/Evidence” below), although not 

necessarily to the additional documentation that might be required to be produced following a Notice 

to Disclose / Application. 

1 Guidelines, s 2(2). 
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The most notable definitions are: 

a. “Control” of a corporation means “the right of control that rests in ownership of such a

number of shares as carries with it the right to a majority of the votes in the election of the

board of directors”2 (typically anyone who has more than 50% of the voting shares). Courts

should look at the share register and any limitations contained in constating documents (e.g.

articles and by-laws), unanimous shareholders’ agreements (if the formal requirements are

met), and applicable legislation, but generally not to any other documents.3 The definition is

satisfied where the control existed at any time in the year.4 The control can be by a group of

people where there is a common link or interest between them or evidence that they act

together to exert control.5

b. Although not necessarily incorporated into the Guidelines, there is also a more expansive

definition of “controlled, directly or indirectly in any manner whatever”, which is where the

controller has a direct or indirect influence that, if exercised, would result in control in fact of

the corporation. This includes “the clear right and ability to effect a significant change in the

board of directors or powers of the board of directors or to influence in a very direct way the

shareholders who would otherwise have the ability to elect the board of directors.”6 Courts

can look at economic dependence, operational control, and the family relationship between

shareholders of the corporations.7 The definition is satisfied where the control existed at any

time in the year.8 There are exceptions to that definition, such as:

a. Where the corporation and the controller are dealing with each other at arm’s length

and the influence is derived solely from a franchise, license, lease, distribution,

supply or management agreement, or other similar agreement or arrangement, the

main purpose of which is to govern the relationship between the corporation and the

controller regarding the manner in which a business carried on by the corporation is

to be conducted;9 or

2 Buckerfield’s Ltd. v Minister of National Revenue, [1964] CTC 504 at 507 (Ex Ct), as cited at Duha Printers (Western) Ltd. 
v Canada, [1998] 1 SCR 795 at paras 35, 85. 
3 Duha Printers (Western) Ltd. v Canada, [1998] 1 SCR 795 at paras 51, 55, 71, 85. 
4 Taber Solids Control (1998) Ltd. v the Queen, 2009 TCC 527 at para 31. 
5 Silicon Graphics Ltd. v Canada, 2002 FCA 260 at paras 55, 58. 
6 Silicon Graphics Ltd. v Canada, 2002 FCA 260 at para 67. 
7 Transport MI Couture v the Queen, [2003] 3 CTC 2882 (TCC) at para 33. 
8 Taber Solids Control (1998) Ltd. v the Queen, 2009 TCC 527 at para 31. 
9 Income Tax Act, s 256(5.1). 
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b. In some cases, arrangements for the safeguarding of debts, or shares to be

redeemed or purchased.10

c. Those not dealing at arm’s length means:11

a. Related persons, which means:

i. Individuals connected by blood relationship (including where one is the child,

descendant, brother, or sister of the other), marriage or common-law

partnership (including where one is married/partnered to a person who is

connected by blood relationship to the other), or adoption (either legally or in

fact, including if one has been adopted as the child of a person who is

connected by blood relationship (other than as a brother or sister) to the

other;

ii. A corporation and:

1. A person who controls the corporation, if it is controlled by one

person;

2. A person who is a member of a related group that controls the

corporation; or

3. Any person related to a person described in the preceding two items;

iii. Any two corporations:

1. If they are controlled by the same person or group of persons;

2. If each of the corporations is controlled by one person and the person

who controls one of the corporations is related to the person who

controls the other corporation;

3. If one of the corporations is controlled by one person and that person

is related to any member of a related group that controls the other

corporation;

4. If one of the corporations is controlled by one person and that person

is related to each member of an unrelated group that controls the

other corporation;

5. If any member of a related group that controls one of the corporations

is related to each member of an unrelated group that controls the

other corporation; or

10 Income Tax Act, s 256(6). 
11 Income Tax Act, s 251. 

LE
SA

 L
IB

RA
RY



4 

6. If each member of an unrelated group that controls one of the

corporations is related to at least one member of an unrelated group

that controls the other corporation;

iv. Where two corporations are related to the same corporation as set out above,

they are deemed related to each other; or

v. Where there has been an amalgamation or merger, and the predecessors

were related immediately prior to the amalgamation or merger, the new

corporation and any such predecessor corporations are generally deemed

related;

b. Generally a taxpayer and a personal trust; or

c. Where in “fact” persons are not dealing with each other at arm’s length.

WHO SHOULD PERFORM 

Whenever practical, we recommend that guideline income reports be prepared by accountants who 

holds the designation of Chartered Business Valuator (“CBV”), and who are familiar with the Federal 

Child Support Guidelines. CBVs must adhere to the Canadian Institute of Chartered Business 

Valuators’ Standard No. 310 “Expert Reports” which requires CBVs to list the scope of review, 

explain the rationale of the approach taken, and list the assumptions used and the procedures 

followed to determine the reasonableness and appropriateness of key assumptions. This can result 

in a higher quality report that is more likely to withstand judicial scrutiny. CBVs are also used to 

addressing issues such as fair market compensation and the reasonableness of expenses, as these 

adjustments are often made in valuation reports. Some CBVs have received additional training in 

litigation support and basic principles in dispute resolution. 

In addition to a CBV designation, it can also be helpful if the accountant also holds a Chartered 

Professional Accountant (“CPA”) designation, as not all CBVs are accountants. Accountants are 

usually familiar with the Income Tax Act rules governing the deduction of expenses. While those rules 

are not determinative with respect to the calculation of a person’s guideline income, they can serve 

as an important starting point in order to spot irregular expenses. 

In any event, it is absolutely critical that the author be familiar with the Guidelines. A report which 

merely adds corporation net income, dividends, and the shareholder’s salary, is highly deficient. 

We generally recommend against the use of financial planners and business consultants who do not 

hold the above designations, as they may not have familiarity with any of the above and may not 

qualify as an expert. 
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