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STONE 2008 FLOW-THROUGH LIMITED PARTNERSHIP  
REGARDING CEE DEDUCTION – RYLAND OIL CORPORATION  

Stone Asset Management Limited, as manager of Stone 2008 Flow-Through Limited Partnership 
(“Stone 2008 FTLP”) has been advised that Canada Revenue Agency (“CRA”) has partially disallowed 
the Canadian Exploration Expense (“CEE”) that was renounced from one of the resource companies 
that the Stone 2008 FTLP purchased, Ryland Oil Corporation (“Ryland”).  This has resulted in a 
reassessment by CRA of the Limited Partners’ 2008 returns to reduce the deduction of CEE by $0.54 
per each $25.00 limited partnership unit, a CEE reduction of 2.2%. 

Background 

Flow-Through Limited Partnerships (“FTLPs”) are structured to provide investors with tax deductions 
against ordinary income that approximate the same amount as their original investment.  When the 
FTLP acquires the underlying resource flow-through shares, the resource companies renounce (flow-
through) the CEE incurred, to the FTLP, which in turn allocates the CEE to the limited partners, 
enabling them to receive the deduction mentioned above.  Unfortunately, a risk of investing in flow-
through share resource issuers is the possibility of a reduction in CEE being renounced to the limited 
partners, as outlined in the Stone 2008 FTLP prospectus. 

The 2008 CEE renounced by Ryland was reduced by 73% due to CRA’s reassessment.  Ryland sold, in 
aggregate, $14 million of flow-through shares to various FTLPs during 2008, including the Stone 2008 
FTLP.  Ryland renounced $562,500 of CEE to the Stone 2008 FTLP which has been reduced by CRA to 
$153,526. 

Investors of the Stone 2008 FTLP were originally allocated $24.8249 per unit of CEE (based on the 
initial purchase price of $25.00).  Due to the CRA reassessment of Ryland, the CEE allocation for the 
investors of the Stone 2008 FTLP has been reduced by 2.2% or $0.5382 per unit, to $24.2867 per unit. 

Re-assessments received by individual limited partners, have reduced the CEE deduction by $215.28 
per $10,000 investment (400 units at $25.00 per unit).  This would have a tax impact of approximately 
$100 (using the highest marginal tax rate for Ontario in 2008 of 46.41%).  For some investors the tax 
impact may be less. 

Action 

The flow-through subscription agreement between Stone 2008 FTLP and Ryland provides for the 
payment of a settlement amount generally of any tax payable arising from such a shortfall in CEE 
renounced.  We are now in the process of pursuing Ryland for this settlement amount through 
Crescent Point Energy, who acquired Ryland in 2010.   

The implication is that the taxpayer’s reassessment appears to require payment of the denied tax 
deduction plus interest commencing May 1, 2010. Stone recommends that the individual taxpayers 
comply with the reassessment.   

The units of the Stone 2008 FTLP were exchanged, on a tax-deferred basis, for shares of the Stone & 
Co. Resource Plus Class – Series A in 2010, and the partnership was dissolved. 

 

 
 
 

 

 


