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WHAT’S NEW FOR 1989? 

~ 

This Guide is not a legal document. It uses plain language to 
explain some of the laws about income tax, unemployment 
insurance, and the Canada Pension Plan. For officia1 purposes, 
please consult the Income Tar Act, the Unemployment Insurance 
Act, the Canada Pension Plan, and their related Regulations or 
contact your district office. 

The major changes are outlined below and are highlighted in 
yellow throughout this Guide. If your tax situation is affected by 
any of these items, please pay special attention to them when 
calculating your business or professional income. 

In a news release dated January 24, 1989, the Department of 
Finance issued revised draft regulations and legislation relating 
to capital cost allowance claims for passenger vehicles that 
cost more than $20,000 (or such other amount as may be 
prescribed). These amendments are effective for fiscal periods 
and taxation years commencing after June 17, 1987 that end 
after 1987. 

Effective September 1, 1989, there are revised limits 
conceming capital cost allowance, interest on money borrowed 
and deductible lease costs in respect of passenger vehicles. 

Effective September 1, 1989, there are new rules affecting 
amounts claimed or deducted in respect of interests in tax 
shelters. 

Beginning with the 1989 fiscal period, certain partnerships are 
required to file a Partnership Information Retum. 

DATES TO REMEMBER 

February 28, 1990 - File your 1989 T4-T4A Return (form 
T4-T4A Summary and related forms, T4 and T4A 
Supplementaries) and deliver the Supplementary slips to 
your employees . 

instalment payments using form T7B (Individual) and 
make your first instalment payment of tax and Canada 
Pension Plan contributions. 

March 31, 1990 - File your 1989 Partnership Information 
Retum, financial statements, schedules and information 
slips. 

April30, 1990 - File your 1989 income tax retum and pay 
the balance due, if any, of your 1989 tax and Canada 
Pension Plan contributions. 

June 15, 1990 - Make your second instalment payment of 
1990 tax and Canada Pension Plan Contributions. 

September 15, 1990 - Make your third instalment payment 
of 1990 tax and Canada Pension Plan contributions. 

December 15, 1990 - Make your fourth instalment 
payment of 1990 tax and Canada Pension Plan 
contributions. 

March 15, 1990 - Calculate the amount of your 1990 
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This Guide contains information for the self-employed 
individual or professional. The information provided will 
assist you in calculating the business or professional income 
to report on your 1989 retum. The 1989 Generul T a  Guide 
contains the information for the completion of your 1989 
retum. If you are completing a return for a deceased 
taxpayer, obtain the 1989 Deceased Persons Income T a  
Guide. 
If you need any forms or publications mentioned in this 
Guide, please see the order form at the back of the Guide. 
Business income is normally calculated using generally 
accepted accounting principles. However, the Income Tax 
Act and Regulations provide for many exceptions to these 
principles. To make these technical provisions easier to 
understand, we have presented some common situations in 
simple, readable language. If you need more precise 
information about these laws, refer to the Income Tax Act 
and Regulations. 
Business income includes income from activities such as 
0 a profession, 
0 a calling, 
0 a trade, 
0 a manufacture or undertaking of any kind whatsoever, 

and 
0 an adventure or concem in the nature of trade, 
but does not include income received from an office or 
employment . 
Business activities include hunting , trapping , babysitting , 
self-employed commission sales agents, etc., where the 
activity is carried on for profit or with a reasonable 
expectation of profit. 
To determine if a particular transaction qualifies as an 
“adventure or concem in the nature of trade,” refer to 
Interpretation Bulletin IT-459, Adventure or Concern in the 
Nature of Trade. 

Accrual method 
Generally, you must report business income, other than 
farming or fishing income, using the accrual method of 
accounting. 
Under the accrual method, you 
0 

0 

However, you must claim the cost of goods purchased or 
produced for sale in the year the goods are sold. See “Cost 
of Goods Sold” in Chapter 2 for more details. 
Income from a professional practice is business income and 
must be reported using the accrual method. However, 
Chapter 3 explains how certain professionals may use the 
modified accrual method for work in progress. 
Cash method 
If you are a self-employed commission sales agent, you may 
use the cash method of reporting income and expenses 

report al1 income in the fiscal period it is eamed, 
regardless of when you receive payment, and 
deduct expenses in the fiscal period they were incurred 
whether or not you paid them in that period. 

provided it accurately reflects your income for the year. 
Under the cash method 
0 your income includes al1 income items you received 

during the year whether in cash, property or services, 
and 
you deduct only those expenses that you paid in the year. 0 

For individuals, the taxation year or period for which income 
tax retums are filed is the calendar year. However, you do 
not have to report income from a business or profession on a 
calendar year basis . 
As a self-employed individual, you may choose the date that 
your normal business year ends. You do this when you file 
your first retum reporting income from the business or 
profession. The time-span covered by your statements is your 
fscal perioà and may not be more than 12 months. 
A fiscal period that is less than 12 months may occur in 
certain circumstances. For example, this can occur when a 
new business begins or when a business ceases to exist. 
Income from a business or profession is reported in the 
taxation year in which the fiscal period ends. For example, 
you report income for the fiscal period September 1, 1988 to 
August 31, 1989 on your 1989 return because the fiscal 
period ends in the 1989 taxation year. 
A fiscal period can be changed but only with the approval of 
the Director of your district office. The change must be made 
for sound business reasons and will not be permitted if the 
main reason is to minimize taxes. For additional information, 
obtain Interpretation Bulletin IT- 179 and Special Release, 
Change of Fiscal Period. 

The minimum requirement is a day-to-day record of your 
receipts and expenses. This can be done in a columnar book 
with separate pages for income and expenses. Keep this 
record together with your duplicate deposit slips, bank 
statements and cancelled cheques. 
Keep a separate permanent record of assets for which you 
may claim capital cost allowance showing 
0 

0 

The Department does not issue record books, nor does it 
recommend any particular book, or set of books. There are 
many adequate record books and bookkeeping systems that 
you may obtain for a reasonable cost. 
If you maintain computerized accounting records, you must 
be able to produce visibIe and legible printed records. These 
records must contain enough information to support the 
income reported. 
Always obtain receipts or other vouchers when you make 
business expenditures. File these receipts systematically 
along with cancelled cheques and other documentation to 
support the amounts you show in your record books. If you 
do not keep receipts or other vouchers to support your 

from whom the asset was acquired, the cost and date of 
acquisition, and 
the date the asset was disposed of and the amount 
received or allowed on trade-in. 
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expenses and there is no other evidence available, your claim 
for expenses may be reduced. 
For each taxation year, you must keep your records and 
supporting documents for at least six years from the end of 
the taxation year to which they relate. If you filed your retum 
late, keep the records for that year six years from the date 
you filed that retum. 
Keep every book and supporting record necessary for dealing 
with a notice of objection or appeal until the notice of 
objection or appeal is resolved and the time for filing any 
further appeal has expired. 
If you wish to destroy your books or records before the six- 
year period is up, you may use form T137, Request for 
Destruction of Books and Records. Otherwise, you must 
apply in writing to the Director of the district office in your 
area. For further details, obtain Information Circular 78- 
10R2, Books and Records RetentionlDestruction. 

This Guide includes two copies of each of the following 
forms: 
0 Form T1A -Request for Loss Curry-Buck 

You must use this form when requesting a 
loss carry-back. 

-Investment Tar Credit (Individuals) 
If you acquired property in 1989 that is 
eligible for the investment tax credit, 
complete this form and submit it with your 
1989 retum. You must do this whether or 
not you are claiming an investment tax 
credit for 1989. You should also complete 
this form if you are claiming an investment 
tax credit carried forward from a previous 

0 Form T2038 

year. For details on this credit, refer to 
Chapter 8 in this Guide. 

0 Form T2124 -Statement of Income and Expenses From a 
Business 

0 Form T2032 -Statement of Income and Expenses From a 
Professional Practice 

0 Form T2132 -Capital Cost Allowance Schedule 
Forms T2124, T2032, and T2132 were developed to help 
taxpayers prepare the statements necessary for income tax 
purposes. Their use is optional. Additional copiés are 
available at your district office. These,forms are not to be 
used to 
0 claim expenses against income from an office or 

employment , 
0 report farming or fishing income (you should use the 

forms included with the 1989 Farming or Fishing Income 
Tax Guide), or 
report business income arising from investments in 
drilling funds, Canadian film productions, or other 
ventures where you are not actively engaged in operating 
the business (attach to your retum the statements 
provided to you by the management of the fund, 
production, or venture). 

0 

This Guide is reviewed each year and changes are made to 
improve the explanations provided. If you had problems with 
a particular explanation or, you have any comments or 
suggestions on the Guide, we would be pleased to hear from 
you . 
Just write a short letter expressing your concerns to: 
Tax Forms Directorate, 875 Heron Road, Ottawa, Ontario, 
K1A OL8 

Form T2 124, Statement of Income and Expenses From a 
Business, is an example of the type of statement you must 
prepare to report the income and expenses from your 
business. If you have two or more business operations, you 
must prepare a separate income and expense statement for 
each business. 
If you are a member of a partnership, there are two different 
ways your partnership income is reported. Beginning with 
the 1989 fiscal period, certain partnerships are required to 
file a Partnership Information Return. Partnerships with 5 
members or less, investment clubs which file a T3 return, 
and certain limited partnerships are exempted from filing 
such a return. 
If a Partnership Information Return is required to be filed, 
you should receive two copies of form T5013 Supplementary, 
Statement of Partnership Income. Report the gross 
partnership income on your T1 General Return as well as 
your share of the net partnership income or loss as indicated 
on form T5013. Attach copy 2 of the form to your retum. 
If you are a member of a partnership that must file a 
Partnership Information Return, do not include a statement 
of income and expenses of the partnership with your TI 
General Return. This and other documentation is required to 
be filed with the Partnership Information Return. 

If you are a member of a partnership that is exempted from 
filing a Partnership Information Return, you will not receive 
two copies of form T5013. Therefore, you must include a 
statement of income and expenses of the partnership with 
your TI General Return, as well as a partnership scheùule 
that determines your share of partnership income. A schedule 
is provided on the reverse of form T2124. Report the gross 
partnership income on your TI General Return as well as 
your share of the net partnership income or loss as calculated 
on form T2124. For more information on partnerships, refer 
to Chapter 9 of this Guide. 

Sales, gross revenue 
Your sales include al1 sales regardless of whether you receive 
or will receive payment in currency, in kind or as a barter 
exchange. 
If your usual accounting practice is to charge retums and 
allowances directly to sales at the time they are given, you 
may show your net sales (after retums and allowances) on the 
first line of form T2124. Otherwise, you should show sales 
retums and allowances separately. 
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Reserves allowed in the prior year 
You must bring allowable reserves deducted in the previous 
year back into income in the current year. You may calculate 
a new reserve, if applicable, and claim it under Expenses 
and Allowances. Refer to the section, “Allowable reserves” 
in Chapter 4 for more details. 
Other income 
Show any miscellaneous sources of income separately. An 
example of this is the recovery of an amount wntten off as a 
bad debt in a previous year. 
Vacation trips, awards, etc. 
Include as business income the value of vacation trips or 
other awards you receive as a result of your business 
activities . 
Surface rentals for petroleum or natural gas exploration 
If land that is normally used in your business operation is 
being leased from you for the purpose of petroleum or natural 
gas exploration, you may be required to include an amount in 
your income either as a capital receipt or as an income 
receipt. 
Periodic payments received for rental, severance or 
inconvenience under a surface rental for petroleum or natural 
gas exploration are considered to be income. When the first 
year’s payment under the lease is a lump sum and the lease 
does not specify the portion that is in consideration of rental, 
severance or inconvenience, the portion of the lump sum that 
is equal to the periodic payments to be made in subsequent 
years is treated as ordinary income. The balance of the first 
year’s lump sum is generally considered to be a capital 
receipt, and may result in a capital gain or loss. 
For more details, obtain Interpretation Bulletin IT-200, 
Surface Rentals and Farming Operations. 
Grants, subsidies, and other incentives or inducements 
If you receive a grant from a govemment or a govemment 
agency that 
0 

0 

0 relates to specific expenses, 
you must either add the grant to income or deduct it from the 
specific expense. 
If you received a govemment grant to assist you in 
purchasing depreciable property, you must reduce the cost of 
the property for capital cost allowance (depreciation) and 
investment tax credit purposes. 
Unless the Income Tax Act specifically requires a different 
treatment (for example that noted above for a govemment 
grant received in respect of a depreciable property) most 
inducements, reimbursements, contributions, and 
allowances received in the course of earning income from a 
business must be included in income. However, if the amount 
received is related to the acquisition of a property, upon 
filing your retum you may elect to reduce the cost or the 
capital cost of the related property by the amount received, 
and that amount is not included in your income calculation. 
For further information on the treatment of govemment 
grants, obtain Interpretation Bulletin IT-273R and Special 
Release, Government Assistance - General Comments. 

increases your income or reduces your expenses, or 
relates to an income deficiency, or 

Complete this area if your business activity includes the 
purchase of goods for resale, or the manufacture of goods for 
sale. 

As indicated earlier, you must claim the cost of goods 
purchased or produced for sale in the year you sel1 the goods. 
To calculate the amount you deduct as cost of goods sold, 
you need to know 
0 the value of your inventory at the beginning of the 

period , 
0 the value of your inventory at the end of the period, and 
0 the cost of your purchases for the year. 
Inventories 
The value you place on the items in your year-end inventory 
is important in determining your income. For income tax 
purposes, the two acceptable methods of valuing your 
inventory are 
0 

0 

the valuation of the entire inventory at its fair market 
value, and 
the valuation of individual items (or classes of items if 
specific items are not readily distinguishable) in the 
inventory at the lower of their cost and fair market value. 

If this is the first year you are reporting business income, you 
may choose the method of valuation that is most suitable for 
your type of business. However, after your first year, you 
must continue to use the same method unless you valued your 
entire inventory at cost in a previous year. In this case, you 
must change your method of inventory valuation to one of the 
above methods. 
In your first year of business, you will not have an opening 
inventory. In each successive year, the value of your 
inventory at the beginning of the period must be the same as 
the value of the inventory at the close of the previous period. 
Unless you use a perpetual inventory system (periodically 
verified by stock counts), you should conduct a physical 
stock-taking at the end of each year. 
For more details, obtain Interpretation Bulletin IT-473 and 
Special Releases, Inventory Valuation. 
Inventory value of artistic endeavour 
An artistic endeavour is defined as the business of creating 
paintings, prints, etchings, drawings, sculptures or similar 
works of art, when such works of art are created by you. An 
artistic endeavour does not include the business of 
reproducing works of art. 
When calculating your income from an artistic endeavour, 
you may elect to value your ending inventory at nil. This 
inventory is valued at ni1 in calculating your income for each 
subsequent year, unless the Department agrees to allow you 
to revoke your election. You may request this election in a 
letter attached to your retum, or on the financial statements 
filed with your return. 
For more details, obtain Interpretation Bulletin IT-504, Visual 
Artists and Writers. 

Purchases 
The cost of goods purchased for resale includes al1 directly 
related costs such as delivery, freight, or express charges. 
If you include the value of goods withdrawn for your 
persona1 use in sales (ringing them up on your cash register 
as you go along) it is not necessary to adjust your purchases. 
However, if you have not included any amount in sales, you 
must reduce your deduction for purchases by an amount 
equal to the value of al1 items withdrawn for personal use. 
You may make this adjustment before entering the purchases 
amount in the Cost of Goods Sold area, or add it back in the 
Adjustments to F’artnership or Proprietorship incorne 
section. 
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This Chapter deals with Form T2032, Statement of lncome 
and Expenses from a Professional Practice, which is found 
in the middle of this Guide. 
The income you earn as a self-employed professional is 
business income. Normally you calculate your income from a 
professional practice following the same rules and guidelines 
as other businesses. If you are involved in more than one 
professional practice you must prepare a separate income and 
expense statement for each practice. 
If you are a member of a partnership, there are two different 
ways your partnership income is reported. Beginning with 
the 1989 fiscal period, certain partnerships are required to 
file a Partnership Information Return. Partnerships with 5 
members or less, investment clubs which file a T3 retum, 
and certain limited partnerships are exempted from filing 
such a retum. 
If a Partnership Information Return is required to be filed, 
you should receive two copies of form T5013 Supplementary, 
Statement of Partnership Income. Report the gross 
partnership incorne on your TI General Return as well as 
your share of the net partnership income or loss as indicated 
on form T5013. Attach copy 2 of the form to your retum. 
If you are a member of a partnership that must file a 
Partnership Information Return, do not include a statement 
of income and expenses of the partnership with your TI 
General Return. This and other documentation is required to 
be filed with the Partnership Information Return. 
If you are a member of a partnership that is exempted from 
filing a Partnership Information Return, you will not receive 
two copies of form T5013. Therefore, you must include a 
statement of income and expenses of the partnership with 
your T1 General Return, as Weil as a partnership schedule 
that determines your share of partnership income. A schedule 
is provided on the reverse of form T2032. Report the gross 
partnership income on your TI General Return as well as 
your share of the net partnership income or loss as calculated 
on form T2032. For more information on partnerships, refer 
to Chapter 9 of this Guide. 

Professional fees 
Income is the total of 
0 

0 

ail professional fees for services rendered that became 
receivable during the year, plus 
any payments you received for services not rendered 
before year-end. Chapter 4 deals with claiming a reserve 
for undelivered goods or services. 

This income is 
TOTAL OF AMOUNTS 
RECEIVED DURING 
THE YEAR $ 

AMOUNTS RECEIVABLE AT 
PREVIOUS YEAR END 

minus 

plus 

AMOUNTS RECEIVABLE 
AT CURRENT YEAR END 

TOTAL INCOME $ 
equals 

Your professional income includes al1 fees regardless of 
whether you receive or will receive payment in currency, in 
kind, or as a barter exchange. 
Allowable reserves deducted in the previous year must be 
brought back into income in the current year. The 
“Allowable reserves” section in Chapter 4 explains how to 
calculate a new reserve, if applicable, which you daim under 
Expenses and Allowances. 
Work-in-progress 
Generally, professionals must include the value of their work- 
in-progress at year-end in their income. To do this, use the 
lines provided on form T2032 to 
0 add the value of your work-in-progress at the end of 

1989 to your income, and 
0 deduct the amount included in your 1988 income as 

work-in-progress at the end of 1988. 
The modified accrual method allows certain professionals to 
elect to exclude work-in-progress from the calculation of 
income. To be eligible for this election, your work-in- 
progress must be for a business that is the professional 
practice of 
0 an accountant, 
0 a dentist, 
0 

0 a medical doctor, 
0 a chiropractor, or 
0 a veterinarian. 
If you have not made the election in any previous year, but 
choose to do so in 1989, enter ni1 on form T2032 for work- 
in-progress, end of the year. For work-in-progress, 
beginning of the year, enter the amount that was included on 
your previous year’s statement as work-in-progress, end of 
the year. 
You do not need a special form to make this election. The 
Department considers that an election has been made when 
0 you attach a letter to your retum stating that an election 

has been made, or 
0 the election is apparent from the financial statements or 

income reconciliation you submitted with your retum. 
You must make this election when you file the original 
income tax retum to which the election applies. An election 
filed with an amended retum after the due date for the retum 
will be considered invalid and wilI not be recognized. 
If your business practice is carried on as a partnership, an 
authorized partner must make the election on behalf of al1 the 
partners . 
Once made, the election continues to apply in al1 future years 
unless the Department allows you to revoke it. 
For more information on this election, and on determining 
the amount to include as work-in-progress, obtain 
Interpretation Bulletin IT-457R, Election by Professionals to 
Exclude Work In Progress from Income. 

a lawyer (including a notary in Quebec), 
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Other incorne 
Show any miscellaneous sources of income separately. An 
example of this is the recovery of an amount written off as a 
bad debt in a previous year. 

Vacation trips, awards, etc. 
Include as business income the value of vacation trips or 
other awards you receive as a result of your profes>ional 
practice activities. 

Under the accrual method of accounting, you must claim any 
expense you prepay in the year(s) in which you receive the 
related benefit. For example, if your fiscal year-end is 
December 31, 1989, and in the middle of 1989 you prepay 
the rent on your business premises for a full year, you can 
only claim one-haif of this rent as an expense in 1989. You 
may daim the remainder of the prepaid rent as an expense in 
1990. 
If you need more information on this topic obtain 
Interpretation Bulletin IT-4 17R, Prepaid Expenses and 
Deferred Charges. 

This section describes some common expenses that you may 
deduct when you calculate your income from a business or 
profession. 
Accounting, legal, collection, consulting 
You may deduct legal costs as an expense if you incurred 
them to earn income, but legal and other fees you incurred to 
acquire capital property are not deductible. You must include 
these fees as part of the cost of the property, rather than as a 
direct expense of the year. 
You may deduct fees and expenses if you incurred them to 
obtain advice and assistance in preparing and filing your 
retum. 
Also, you may deduct fees or expenses incurred and paid to 
prepare, institute or make a representation, objection, or 
appeal against an assessment of income tax, Unemployment 
Insurance premiums or Canada Pension Plan contributions. 
You must include in your income any costs awarded to you 
by a court for expenses that you deducted. You must add the 
amount awarded to your income in the year you receive it. 
For more information, obtain Interpretation Bulletin IT-99R3, 
Legal and Accounting Fees. 
Adver tising 
You may deduct the cost of advertising, including ads in 
Canadian newspapers and on Canadian television and radio 
stations. However, you cannot deduct the cost of 
0 

0 

advertising directed primarily to a market in Canada by a 
foreign broadcasting undertaking, or 
advertising space in an issue of a non-Canadian 
newspaper or periodical directed primarily to a market in 
Canada. 

Note: 
This restriction does not apply to an advertisement in a 
special issue or edition of a newspaper that is published no 
more than twice a year and is devoted to features or news 
related primarily to Canada. 

Bad debts 
You may claim a deduction for an account receivable if 
0 

0 

For further information, obtain Interpretation Bulletin IT-442, 
Bad Debts and Reserve for Doubtful Debts. 

Business tax, fees, licences, dues 
You may deduct the cost of the annual business licence 
required for your business and any business taxes you incur. 
You may also deduct annual dues or fees to maintain your 
membership in a trade or commercial association. 
Membership dues (including initiation fees) are not 
deductible if they are paid to any club where the main 
purpose is dining, recreational or sporting activities. 

Convention expenses 
You may deduct the cost of attending a maximum of two 
conventions held during the year. The conventions must be 
0 

0 

you establish the receivable to be a bad debt in the year, 
and 
you previously included the receivable in your income. 

related to your business or profession, and 
held in a place consistent with the territorial scope of the 
business or professional organization holding the 
convention. 

Fees for conferences, conventions, seminars or similar events 
incurred after June 30, 1988 are subject to new rules. If the 
convention fee entitles you to food, beverages, or 
entertainment, and the organizer of the event has not 
identified a reasonable portion for these items, you must 
allocate fifty dollars for each day of the event on which food, 
beverages, or entertainment is provided, and subtract the total 
from the convention fee. 
Ali amounts identified as or allocated to food, beverage and 
entertainment expense are subject to the 80 per cent 
limitation discussed below under ‘ Meals and entertainment 
expenses.” 

Note: 
Food, beverages or entertuinment does not include incidental 
refreshments made avuilable during meetings, such as coffee 
und doughnuts. 
For more information, obtain Interpretation Bulletin IT-13 lR, 
Convention Expenses. 
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Insurance (tire, theft, liability) 
Deduct al1 ordinary commercial insurance premiums on 
buildings, machinery and equipment you use for business 
purposes. 

Interest, bank charges 
The Income Tax Act provides specific rules for deducting 
interest expenses. On occasion, this treatment may be 
different from the normal accounting treatment. 
There is a limit on the interest you may deduct on money 
borrowed to purchase a “passenger vehicle” used in your 
business. For more information, refer to the section, “Motor 
vehicle expenses.” 

Vacant land - interest andor  property tax expenses 
Generally, there is a limit to the amount of property taxes 
and interest expenses that you may deduct for vacant land. 
Normally, you may only deduct these expenses to the extent 
of any income (such as rent eamed from the land) remaining 
after you have deducted al1 other expenses from that income. 
You cannot use any remaining amounts of interest and 
property taxes to create or increase a loss, nor can you apply 
them against income from other sources. 
The above limitations do not apply if vacant land can 
reasonably be considered to have been, in the year 
0 used in the course of carrying on a business in the year, 

(other than a business where land is held primarily for 
resale or development), or 
held primarily for the purpose of eaming income from 
the land for that year. 

O 

These limitations now apply to vacant land used in a land 
resale or development business. They also apply to land held, 
but not used, in the course of a business. In both cases 
special transitional rules apply for calculating the amount of 
the deduction. For more information about these transitional 
rules please contact your district office. 
The limitations will also apply if you use vacant land to 
engage in an adventure or concem in the nature of trade. In 
these circumstances you may 
O 

O 

carry the cost of the land in inventory, and 
add the non-deductible portion of interest and property 
taxes to the cost of the inventory to calculate any income 
or loss when you dispose of the land. 

If you hold vacant land as a capital property, some interest or 
property taxes may not be deductible because of the above 
limitations. In such situations you may add the non- 
deductible portion of interest and property taxes to the 
adjusted cost base of the land to calculate any capital gain or 
loss . 
For more details, obtain Interpretation Bulletins IT-153R2, 
Land Developers - Subdivision and Development Costs and 
Carrying Charges on Lund and IT-459, Adventure or 
Concern in the Nature of Trade. 

Poiicy loan interest 
Interest on a policy loan made by an insurer and used to eam 
business income is deductible, provided you paid the interest 
and did not add it to the adjusted cost basis of the policy. If 
you are regularly using the accrual method of accounting, it 
is the Department’s position that interest paid includes 
interest added to the policy loan. To deduct interest on a 
policy loan, you must have the insurer verify, before May 1, 
1990, your 1989 interest on form T2210, Verifcation of 
Polis, h a n  Interest by the Insurer. 

Election to capitaiize interest 
You may elect to capitalize deductible interest incurred on 
borrowed money used 
0 to acquire depreciable property, 
0 

This allows you to add the deductible interest incurred to the 
cost of the property acquired or expenditure made rather than 
deducting it in the year it is paid or payable. 
For further details obtain Interpretation Bulletin IT-121R3, 
Election to Capitalize Cost of Borrowed Money. 
Meals and entertainment expenses 
Al1 deductions. for business meals and entertaining clients or 
customers areaimited to 80% of the expense unless 

for exploration or development, or 
to acquire a resource property. 

your regular business activity includes providing food, 
beverages or entertainment to customers for 
compensation (such businesses include restaurants, 
hotels, and motels); 
you bill your client or customer for the costs incurred 
and specifically identify the meal and entertainment 
expenses; 
you included these costs in an employee’s income or 
would have included them in income if the employee 
was not employed at a remote work location; 
you incurred the expenses to provide a Christmas party 
or similar event to which al1 your employees at a 
particular location are invited; or 
the expenses relate to a fund-raising event, the primary 
purpose of which is for the benefit of a registered 
charity. 

Note: 
In al1 cases, you apply the 80% limitation to the lesser of the 
actual expenses incurred and an amount that is reasonable in 
the circumstances for those expenses. 
This limitation applies also to the cost of meals while 
travelling or attending a conference, convention, seminar or 
similar event. 
Entertainment expenses include amusement and recreation 
expenses such as 
0 tickets to an entertainment or sporting event, 
0 private boxes at sports facilities, 
0 gratuities and cover charges, and 
0 room rentals to provide entertainment. 
For further information, obtain Interpretation Bulletin IT-5 18, 
Food, Beverages and Entertainment Expenses. 
Motor vehicle expenses 
Business use of motor vehicle 
If you use a motor vehicle for both business and persona1 
purposes, you may claim only that portion of the total 
expenses that relate to business use. To support the amount 
claimed, you should keep a record of the total kilometres 
driven and the kilometres driven to eam income. 

Example 
Alan is the sole proprietor of a retail fumiture business. 
The business has a December 31, 1989 fiscal year-end. 
Throughout 1989 he owned a delivery van that he uses in 
his business. During the year Alan recorded the following 
information conceming the van: 
Business kilometres ........................... 27,000 km 
Total kilometres.. ............................. 30,000 km 



10 

Gasoline and oil.. ................................. $3,500 
Repairs and maintenance .......................... 500 
Insurance ......................................... 1,000 
Licence and registration fees ...................... 100 

Total expenses for the van.. .................... $5,100 

The motor vehicle expense that Alan may claim for the 
delivery van in 1989 is $4,590 and is calculated as follows: 
Business kilometres 27 ,000 

Total kilometres 30,000 
X $5,100 = $4,590 -~ - 

If your motor vehicle is a “passenger vehicle” as defined by 
the Income Tax Act, there is a limitation on the amount of 
capital cost allowance, interest and leasing costs that you 
may deduct. You must calculate the deductible portion of 
interest and leasing costs according to the following special 
rules. The capital cost allowance limitation is explained in 
Chapter 6 of this Guide. 
For income tax purposes, a motor vehicle is any automotive 
vehicle designed or adapted for use on highways or streets 
other than a trolley bus or a vehicle that is operated on rails. 
A passenger vehicle is any automobile you acquired after 
June 17, 1987 unless you acquired it under the terms of a 
written agreement entered into before June 18, 1987. Also, a 
passenger vehicle includes an automobile that is leased under 
a lease entered into, extended or renewed after June 17, 
1987. 
An automobile is a motor vehicle, designed or adapted 
primarily for carrying people and their luggage, that seats no 
more than eight passengers and a driver. Generally, pick-up 
trucks, station wagons, vans or similar vehicles are 
considered automobiles. 
However, there are exceptions. An automobile does not 
include 
0 an ambulance, 

0 a taxi, 
a vehicle used in connection with funerals, 

a station wagon, van or similar vehicle if it is 
permanently equipped to carry only a driver and no more 
than two passengers, 
a pick-up truck, van or similar vehicle designed or 
adapted to carry no more than a driver and two 
passengers and used primarily to transport goods or 
equipment in the course of business, or 
a motor vehicle that you acquired to sell, rent, or lease in 
a motor vehicle sales, rental or leasing business. 

0 

0 

Note: 
The vehicles described above as exceptions are motor 
vehicles not passenger vehicles. Therefore, they are not 
subject to the interest and leasing cost limitations. 
Interest on money borrowed for a passenger vehicie 
There is a limit on the interest you may deduct on money 
borrowed to purchase, or on an amount payable for the 
acquisition of, a passenger vehicle used in a business. If you 
acquired a passenger vehicle before September 1,1989, 
your claim cannot be more than $8.33 multiplied by the 
number of days for which the interest was payable. If you 
acquired a passenger vehicle after August 31, 1989, your 
claim cannot be more than $10.00 multiplied by the number 
of days for which the interest was payable. 
If you are paying interest on any debt resulting from the 
acquisition of your passenger vehicle, complete Chart 1 to 
calculate your available interest expense. 

Chart 1 

the number of days 
Enter the total interest payable for the year (A) 

interest was payable (BI 
$-* x for which the 

Available interest expense 
is the lesser of (A) and (B) 
* for passenger vehicles acquired before September 1, 

1989 enter $8.33. 
for passenger vehicles acquired after August 3 1, 1989 
enter $10.00. 

Example 
Nicole is the sole propnetor of her own accounting 
practice. The business has a December 31, 1989 fiscal 
year-end. In November 1988 she purchased a new car that 
meets the definition of a passenger vehicle. She borrowed 
money to purchase her car and the interest payable on this 
loan for 1989 was $5,000. Nicole recorded the following 
information conceming the car for 1989: 
Business kilometres ........................... 20,000 km 
Total kilometres.. ............................. 25,000 km 
Gasoline and oil.. ............................. $2,000 

Insurance ..................................... 1,900 
Interest (on loan to purchase car). ............. 

Repairs and maintenance. ..................... 1,000 

Licence and registration fees 60 
3,040 * 

.................. 
Total car expenses.. ........................ $8,000 

* As Nicole purchased a passenger vehicle, the interest 
expense she may include in her total car expenses is 
limited to $3,040. The available interest expense is the 
lesser of 

the total car loan interest payable for 1989 of $5,000, 
and 

0 

the nurnber of days in 
the year for which 

interest was payable 
$8.33 X 

As Nicole purchased the passenger vehicle in November 
1988 she must use the rate of $8.33 which is applicable to 
passenger vehicles acquired before September 1, 1989. 
The motor vehicle expense that Nicole may claim for her 
car in 1989 is $6,400 and is calculated as follows: 
Business kilometres 20,000 

Total kilometres 25 ,000 

= $8.33 X 365 = $= - 

-- - X $8,000 = $6,400 

Leasing costs for a passenger vehicle 
If you lease rather than purchase a passenger vehicle to use in 
your business, there is a limit on the leasing costs you may 
deduct. 
If you are leasing a passenger vehicle complete Chart 2 to 
calculate your available leasing costs. 

Note: 
YOM may use Chart 2 ifyou entered into or extended a lease 
agreement before September 1, 1989. if you entered into or 
extended a lease agreement after August 31, 1989, you may 
still use Chart 2 with the following changes. 

the amount of $23,529 in line (5) is chunged to $28,235, 
the amount of $600 in line (10) is changed to $650, and 
the amount of $20,000 in line ( I I )  is changed to 
$24,000. 
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CHART 2 
Total lease charges payable 

Total lease payments deducted 

Total number of days the vehicle 

The manufacturer’s list price plus the 
provincial sales tax that would have 
been payable on the list price of the 
vehicle. (4) 
The greater of 
$23,529 and line (4) - X 85% = ( 5 )  
Calculate and enter the imputed interest that 
would have been eamed for the year and 
ail previous years on that part of the total 
of al1 refundable deposits for a vehicle that 
exceeds $1 ,000. It is calculated using the 
prescribed rate of interest for each year the 
refundable amounts are outstanding (see 

Calculate and enter the imputed interest that 
would have been eamed during the year 
on that part of the total of al1 refundable 
deposits for a vehicle that exceeds $1 ,000. 
It is calculated using the prescribed rate of 
interest for the period during which the 
refundable amounts are outstanding (see 
“Imputed interest” below). (7) 
Total of al1 reimbursements receivable by 
you for this year and previous years in 
respect of the leased vehicle . (8) 
Total of al1 reimbursements receivable by 
you for this year in respect of the leased 
vehicle (9) 

for the year for the vehicle 

in previous years for the vehicle 

was leased in this and previous years 

(1) 

(2) 

(3) 

“Imputed interest” below). (6) 

$600 X line (3) 
30 

- line 2 - line 6 - line 8 = (10) 

$20,000 
line (5) 

[- x iine (1) ] - iine(7) - iine(9) = (1 1) 

Your available leasing cost is the lesser of 
üne (10) and line (11) 

Example 
Karen is a self-employed insurance broker. Her business 
has a December 31 fiscal year-end. On August 1, 1988 she 
started leasing a car that meeh the definition of a 
passenger vehicle. The car is used for both business and 
personal purposes. Karen recorded the following 
information conceming the car: 
Business kilometres for 1989.. ............ 12,000km 
Total kilometres for 1989 ................. 24,000km 
Gasoline and oil.. ........................ $2,000 
Insurance ................................ 1,195 
Leasing cost ............................. 5,805 * 
Total car expenses for 1989 ............ $9,000 

Monthly lease payment.. .......................... $550 
Lease payments for 1989.. ........................ $6,600 
Lease payments deducted in 1988.. ............... $2,420 
Manufacturer’s suggested list price.. .............. $25,000 

Provincial sales tax. ............................... $1,750 
365 
153 

* As Karen is leasing a passenger vehicle, the leasing cost 
she may include in her total car expenses is limited to 
$5,805. It is calculated by completing Chart 2 as 
follows: 

No. of days in 1989 the car was leased.. .......... 
No. of days in 1988 the car was leased.. .......... 

CHART 2 

Total lease charges payable for the year for 
the vehicle $6,600 (1) 
Total lease payments deducted in previous 
years for the vehicle $2,420 (2) 
Total number of days the vehicle was leased 
in this and previous years 518 (3) 
The manufacturer’s list price plus the 
provincial sales tax that would have been 
payable on the list price of the vehicle. 
Enter the greater of 
$23,529 and line (4) $26,750 X 85% = $22,738 (5) 
Calculate and enter the imputed interest that 
would have been eamed for the year and 
al1 previous years on that part of the total 
of al1 refundable deposits for a vehicle that 
exceeds $1 ,ooO. It is calculated using the 
prescribed rate of interest for each year the 

Calculate and enter the imputed interest that 
would have been eamed during the year 
on that part of the total of ail refundable 
deposits for a vehicle that exceeds $1 ,000. 
It is calculated using the prescribed rate of 
interest for the period during which the 

Total of al1 reimbursements receivable by 
you for this year and previous years in 

Total of al1 reimbursements receivable by 
you for this year in respect of the leased 

$26,750 (4) 

refundable amounts are outstanding. 0 (6) 

refundable amounts are outstanding. 0 (7) 

respect in respect of the leased vehicle. 0 (8) 

vehicle 0 (9) 
$600 X 518 

30 
- 2,420 -0  -0  = 

[ $20’000 ] x $6,600 -0  -0 = $5,805 (11) 
$22,738 

Your available leasing cost 
is the lesser of line (10) and line (11) 

The motor vehicle expense that Karen may claim for the 
leased car in 1989 is $4,500 and is calculated as follows: 
Business kilometres 12,000 

Total kilometres 24,000 

$5,805 

x $9,000 = $4,500 -- - 

Imputed interest 
You must calculate imputed interest only if 
0 

0 

Imputed interest is caiculated on the portion of the deposit 
that exceeds $1 ,000 and is calculated for each year using 
quarterly rates as prescribed by the Income Tax Regulations. 

you make a deposit for the leased passenger vehicle, 
the deposit is refundable to you, and 
the total deposits are more than $l,OOo. 
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The calculation is based on the simple interest method, 
therefore it is not necessary to compound the interest. The 
rates for 1989 are as follows: 
0 January 1, 1989 to March 31, 1989 11% 
O April 1, 1989 to June 30, 1989 12% 
0 July 1, 1989 to September 30, 1989 13% 
O October 1, 1989 to December 3 1, 1989 13% 

Joint ownership 
If two or more persons jointly own or lease a motor vehicle, 
there is a limit on the deduction of capital cost allowance, 
interest and leasing costs for that vehicle. The total deduction 
by the joint owners cannot be more than the maximum 
amount allowable if only one person had owned or leased the 
vehicle. 

More than one vehicle 
If you use more than one motor vehicle for business 
purposes, you should calculate the allowable motor vehicle 
expense for each vehicle. To do this, you should keep a 
separate record of the business and total kilometres driven in 
the year and the expenses incurred for each vehicle. 
For more details, obtain Interpretation Bulletin IT-521, Motor 
Vehicle Expenses Claimed by Self-Employed Individuals. 

Salaries, including employer’s contribution to CPP, QPP, 
UIC, Workers’ Compensation, etc. 
Wages paid to employees may be claimed as an expense as 
well as the employer’s share of CPP or QPP contributions, 
UI premiums, etc. 
You may also deduct any premiums you pay on behalf of an 
employee for a sickness, accident, disability, or income 
maintenance insurance plan (for example, a wage-loss 
replacement plan). 
Normally, you must deduct Canada Pension Plan 
contributions, Unemployment Insurance premiums, and 
income tax from wages you paid to your employees. For 
exceptions to this rule, refer to the employers’ instructions in 
the Canada Pension Plan Contribution and Unemployment 
Insurance Premium Tables. You must report the wages you 
paid to your employees, as well as the amounts withheld, on 
a T4 supplementary slip. Refer to the 1989 Employer’s and 
Truslee’s Guide for details on completing this form. 
Wages paid to non-resident labourers may also be subject to 
deductions. 
The wages you pay to your child are normally allowed as an 
expense if 
0 

0 

you actually pay the wages, 
the services provided by the child were necessary for 
eaming business income and would otherwise have 
required you to employ some other person, and 
the wages are reasonable, considering the age of the 
child and the amount you would pay to another person 
for the same work. 

0 

If you pay your child by cheque, the cancelled cheque is 
sufficient evidence that you actually paid the wages. If you 
pay in cash, you should obtain a receipt signed by the child. 
Keep this receipt with your records. 
If you pay your child in kind rather than in cash, you are 
entitled to claim the value of the products given for wages as 
an expense. If you do this, your child must include the value 
of the products received in income and you must add an 
equal amount to your gross sales. 

Wages you pay to your spouse are also deductible. The rules 
outlined above for wages paid to a child apply as well to 
wages you pay to your spouse. 
You must report the wages paid to your children and your 
spouse on T4 slips. You cannot claim the value of board 
supplied to dependent children as an expense. 
Travelling expenses 
Expenses that you incur while travelling for business 
purposes are generally deductible and include such expenses 
as public transportation fares (for example, plane, train, 
taxis), hotel accommodation and meals. 
The cost of meals incurred while travelling are generally 
subject to the 80% limitation discussed under “Meals and 
entertainment expenses.” However, if you are travelling on a 
plane, train or bus and the costs of meals or entertainment 
you consume or enjoy while travelling on the vehicle are 
included in the ticket price, this limitation does not apply. 
Allowable reserves 
You are not allowed a deduction for a reserve, contingent 
account, or sinking fund, unless it is specifically permitted in 
the Income Tax Act, and the amount of the reserve is 
reasonable under the circumstances. Reserves expressly 
permitted under the Act are listed and discussed in 
Interpretation Bulletin IT-2 15R, Reserves, Contingent 
Accounts and Sinking Funds. Information is also contained in 
Interpretation Bulletin IT- 154R, Special Reserves. 
You must include al1 reserves you claim in your income in 
the immediately following year and calculate a new reserve, 
if allowable, at the end of that year. 
Those reserves that are most likely to apply to an 
unincorporated business or professional practice are 
explained below. 
Reserve for doubtful debts 
You may claim a reserve for a doubtful debt if 
0 

the reserve is reasonable. 
To establish that a reserve is reasonable, you must first 
identify the specific debts that you are doubtful of collecting. 
In identifying these debts you must consider the following: 
0 the length of time the debt has been in arrears or default, 
0 the financial status and prospects of the debtor, 
0 the debtor’s past credit record, 
0 the value of any security held in respect of the debt, and 
0 any other factor affecting the debtor’s ability or 

willingness to pay. 
After identifying the doubtful debts, you calculate your 
reserve. The portion of the debts you can justify to be 
uncollectible is considered a reasonable reserve. 
If your ordinary business includes the lending of money and 
you want to claim a reserve for doubtful debts, there are 
additional factors to consider. For more information in this 
regard, please contact your district office. 
Reserve for undelivered goods or services 
You may claim a reasonable reserve for any amount you have 
received and included in income in this or a previous year for 
0 

0 

you included the debt in your income from a business or 
profession, and 

goods that you will not deliver until after the end of the 
year, or 
services that you will not render until after the end of the 
year. 
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Reserve for unearned commissions 
An insurance agent or broker may claim a reserve for 
uneamed commissions on an insurance policy other than a 
life insurance policy. The maximum reserve is calculated as 
follows: 
NUMBER OF DAYS 

Where you issue coupons or special cash register tapes to 
customers Who may redeem them at a later date for 
merchandise, you may claim a reserve. In this case, a 
reasonable reserve is allowable for the cost of the 
merchandise that you will have to deliver to redeem any 
coupons or tapes you issued and which are still outstanding at 
the end of the year. 
If your business includes the rental of property, you may 
claim a reasonable reserve for rentals paid in advance that 
you have included in income. 
For more information obtain Interpretation Bulletin Iï- 154R, 
Special Reserves. 

Reserve for amount not due untii a later year 
If you have sold a property, you may be entitled to claim a 
reserve if ail or part of the sale pnce is not due until a later 
year. 
If the property sold is land, you may claim a reserve if the 
terms of the sale indicate that al1 or part of the sale price is 
not due until a day that is after the end of the taxation year in 
which the sale took place. If the property sold is other than 
land, then al1 or part of the sale pnce must not be due for at 
least two years from the date of the sale. 
For such a reserve to be allowed 
0 

0 

O 

you must have included the full sale price in your 
business income, 
part of the sale pnce must be due after the end of the 
year for which you are claiming the reserve, and 
the sale must have occurred less than 36 months prior to 
the end of the year for which you are claiming the 
reserve . 

You cannot claim a reserve for instalment sales, if at the end 
of the year, or at any time in the immediately following 
taxation year, you were not resident in Canada and did not 
carry on the business in Canada. 
This reserve may only be claimed for the profit element in 
the amount receivable. Normally, the maximum reserve that 
you may claim for an instalment sale is calculated by using 
the following formula: 

MAXIMUM 
= RESERVE GROSSPROFIT 

GROSS SELLING PRICE DUE ALLOWABLE 

MAXIMUM 
POLICY WILL RUN 
AFTER YEAR END 

DAYS COVERED BY 

X = RESERVE 
TOTAL NUMBER OF COMMISSION ALLOWABLE 

THE POLICY 
If due to a high volume of policies or some other valid 
business reason such an exact calculation of the reserve is 
impractical, the Department will accept simplified versions. 
For information on these calculations, obtain Interpretation 
Bulletin IT-321, Insurance Agents and Brokers - Unearned 
Commissions. 
Reserves ailowed in the year of death 
In computing the income of someone Who died during the 
year, a reserve for an instalment sale or an uneamed 
commission may normally be claimed if 
0 

0 

0 

the right to receive payment of the amount has been 
transferred to the deceased’s spouse or a spousal trust, 
the deceased was resident in Canada immediately before 
the date of death, and 
form T2069, Election in Respect of Amounts not 
Deductible as Reserves for the Year of Death, is filed for 
the amount. 

For more details, refer to the 1989 Deceased Persons Income 
Tax Guide. 
Other expenses 
Forms T2124 and T2032 provide a listing of the most 
common expense categones. Use the extra line(s) provided to 
claim any other expenses that you cannot reasonably include 
in the existing categones. 
Capital cost allowance 
Enter your capital cost allowance claim as calculated on form 
T2132. See Chapter 6 for information on claiming capital 
cost allowance. 
Allowance on eligible capital property 
See Chapter 7. 

i 

! 
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To determine the net income or loss to report on your income 
tax retum, it is often necessary to adjust the net income or 
loss as calculated on your financial statements. The lower 
portion of forms T2124 and T2032 is designed to provide for 
the more cornmon adjustments required. If you are not using 
either form T2124 or T2032, form T2130, Reconciliution of 
Net Income per Financial Statements with Net Income for 
T a  Purposes. is available. You may obtain a copy from your 
district office. 

Note: 
Any item you reported correctly for income t a  purposes in 
the income and expense area of form l2124 or form l2032, 
will not require adjustment in this section. 
References to partnerships in the ‘ ‘Adjustments required” or 
“Adjustments to net income (loss) from a business or 
professional practice” sections below are applicable to those 
partnerships that are exempt from filing a Purtnership 
Information Return. Partnerships that are not exempt from 
filing such a retum will make such adjustments in the 
preparation of form T5013 Supplementary, Statement of 
Purtnership Income. Therefore, as a member of a partnership 
required to file a Partnership Information Return, you should 
receive copies of form T5013, which will reflect your 
adjusted share of the net partnership income or loss. 
If you are a partner in receipt of copies of form T5013, you 
may also use “Area II” of form T2032 or form T2124 to 
claim any allowable expenses you incurred to earn that 
partnership income, but for which you have not been 
reimbursed by the partnership. For example, if you used your 
own automobile in carrying out your partnership duties, you 
may claim the business portion of your motor vehicle 
expenses. 
For more information on partnerships, refer to Chapter 9 of 
this Guide. 

Salary or wages paid to self andior partners 
A salary paid to yourself as a sole proprietor and included in 
your statement of income and expenses must be added back 
to determine your net income for tax purposes. A partnership 
agreement may provide for salaries to members of the 
partnership. If the partnership statement of income and 
expense includes salaries paid to yourself or to another 
partner, you must add them back to income as they are 
actually an allocation of partnership income. 
Cost of saleable products consumed 
If you, your family, or your partners and their families, 
consume or use any products that you would normally sell, 
you should add the costs of purchasing or producing these 
products to your sales or deduct them from your purchases. If 
you did not do this, you must add the total of these costs to 
your Net Income (Loss) before adjustments. 
Other, (specify) 
When you prepared your statement of income and expenses, 
you may have shown certain expense items according to the 
way you treated them for accounting purposes rather than 

applying the appropriate tax treatment. Add these expenses 
back to income and claim the expenses that are allowed for 
income tax purposes. If there is not enough room on either 
form T2124 or T2032 to list your adjustments, enter the total 
on the line provided, and attach a list detailing each 
adjustment. 
Personal portion of motor vehicle expenses 
If you claimed capital cost allowance (CCA) on the full cost 
of a motor vehicle used for both personal and business 
purposes, the portion of the CCA taken that relates to your 
personal use must be added back to your income. 
As well, the personal portion of any operating costs claimed 
for the vehicle must be added back to your income. 
Charitable donations 
You cannot deduct charitable donations as expenses when 
you calculate your income from a business or profession. If 
charitable donations were included in your statement of 
expenses, add them back to income and enter them on line 
340 on page 2 of your retum. 
Miscellaneous adjustments 
Other items that may require adjustment are: 

any other personal expenses, or the personal portion of 
other expenses , 
interest you chose to capitalize, 
reserves not specifically allowed under the Income Tax 
Act, 
interest and penalties on income tax, 
political donations, 
depreciation or amortization, 
interest and property taxes on vacant land (see Chapter 4 
for details), 
life insurance premiums, and 
fines and penalties. 

Business use of home expenses 
If you are a sole proprietor and are using your home for 
business purposes, you must calculate the allowable portion 
of your home expenses and deduct them in this area. 
However, expenses such as postage, stationery, a business 
telephone, and other supplies expenses should be claimed at 
the offce expenses line on either form T2124 or T2032. 
You may only claim expenses for the business use of a work 
space in your home if either: 
0 the work space is your principal place of business, or 
0 you only use the work space to earn income from your 

business and you use it on a continuous and regular bais 
for meeting your clients, customers or patients. 

Also, the expenses you may deduct for the business use of 
your home cannot exceed the net income from the business. 
This means that you must not use these expenses to create or 
increase your business loss. Therefore, your claim on either 
form T2124 or T2032 is limited to the lesser of 
O your business use of home expenses incurred in your 

1988 taxation year but not deductible because of the 
above limitation in that year, plus your business use of 
home expenses incurred in your 1989 taxation year, and 
the income amount, if any, at the Net Income (loss) 
after adjustments line on either form T2124 or T2032. 

0 



~ ~ ~ 

Any amounts not deductible in your 1989 taxation year 
because of this limitation may be canied forward and 
deducted, subject to the same conditions and limitation, in 
your 1990 taxation year. 
If you own or rent your home and use it for business 
purposes, you may deduct a reasonable portion of your home 
expenses such as light, heat, water, home insurance, and 
property taxes. The expenses should be apportioned between 
business and non-business use on a reasonable basis, for 
example, square metres of floor space used. 
If you rent the house or apartment that you live in you may 
deduct the portion of your rent attributable to business use. 
If you operate your business out of a house that you own, 
you may claim CCA and mortgage interest on the business 
use portion of this property. If you claim CCA and later 
dispose of this property, a taxable capital gain could arise on 
the portion of the property you used for business purposes. 
You could also be subject to recapture of CCA previously 
claimed (see Chapter 6). 
For further details, obtain Interpretation Bulletin IT-5 14, 
Work Space in Home Expenses. 

You may need to adjust the amount calculated as net income 
from a business or professional practice if you 
0 are reporting partnership income, or 
O have continuously carried on a professional practice 

since 197 1. 
Partnership income - adjustments required 
If you are a member of a partnership that is exempt from 
filing a Partnership Information Return, you must provide 
0 the full names of al1 partners, 
0 the details of how the income was allocated, and 
0 a list of any additional expenses you are deducting from 

your share of the partnership income. 
The reverse of forms T2032 and T2124 contain a Partnership 
Scheduie you may use. This schedule consists of the 
following areas: 
Area 1 
Enter each partner’s share of the net income of the 
partnership, including your own, as determined by the 
partnership agreement. Some agreements provide for the 
allocation of an amount as salary to particular partners 
before the partnership income is divided on a percentage 
basis, or for the payment of interest to particular partners on 
their capital invested in the partnership. If the allocation is 
not a straight percentage of the net income of the partnership, 
attach an explanation of how you arrived at the amounts you 
entered . 
Ara II 
Enter your share of the partnership income as shown in Area 
1 or from copy 2 of form T5013. Claim any allowable 
expenses you incurred to earn that partnership income, but 
for which you have not been reimbursed by the partnership. 
For example, if you used your own automobile in carrying 
out your partnership duties, you may claim the business 
portion of your motor vehicle expenses. 
You should use this area to claim the expenses for the 
business use of your home. Please see the section entitled 
“Business use of home expenses” above for further details. 

Your claim on either form T2124 or T2032 is limited to the 
lesser of 
0 your business use of home expenses incurred in your 

1988 taxation year but not deductible because of the 
limitation in that year, plus your business use of home 
expenses incurred in your 1989 taxation year, and 
the income amount, if any, at the Net Business or 
Professional ïncome (10s) before deducting Business 
use of home expenses line on either form T2124 or 
T2032. 

Any amounts not deductible because of the above limitation 
in your 1989 taxation year may be carried forward and 
deducted, subject to the same limitation, in your 1990 
taxation year. 
Professionai practice - Reserve in respect of 1971 

If you have carried on the same professionai business since 
197 1, you may be claiming a reserve in respect of your 
accounts receivable as of the end of 197 1. If you are, you 
must add the reserve you claimed in 1988 to your 1989 
income. You may claim a new reserve for 1989. 
If your professional practice is a sole proprietorship, the 
reserve you may deduct in 1989 cannot be more than the 
lesser of 
0 

O 

0 

accounts receivabie 

the amount of reserve you deducted in calculating your 
1988 income, and 
the total of your accounts receivable (included in your 
income) at the end of your 1989 fiscal period minus any 
related reserve for doubtful accounts that you are 
claiming . 

If you are a partner in a professional practice, the reserve you 
may deduct is the lesser of 
O the amount of reserve you deducted in calculating your 

1988 income, and 
0 the adjusted cost base of your partnership interest 

immediately after the end of the fiscal period of the 
partnership ending in the year. 

You may use the schedule provided on the reverse of form 
T2032 to make this adjustment. 
For more details, obtain Interpretation Bulletins IT-l35R, 
Investment Interest in a Professional Business, and IT- 
353R2, Partnership Interest - Some Adjustments to Cost 
Base. 

Enter your gross and net business or professional income or 
loss on the applicable lines on page 1 of your retum. If you 
are carrying on more than one business or professional 
practice, either as a sole proprietor or as a member of a 
partnership, enter the total gross income and the total net 
income or loss from al1 such businesses. 
Non-capital loss 
If your business operation incurred a net loss for 1989, enter 
the full amount of the loss on the appropriate line on page 1 
of your retum. If the total of your net business losses for the 
year exceeds your total income from other sources, you may 
have incurred a non-capital loss for the year. If you wish to 
apply this loss against prior years’ incomes, attach a 
completed copy of form T1 A, Request for  Loss Curry-Buck, 
to your retum. Refer to the explanation under line 252 in 
your 1989 General T a  Guide for details. 
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The original cost of equipment and buildings used to eam 
income cannot be claimed as an operating expense. However, 
to recognize that over a number of years such properties will 
Wear out or become obsolete, you may claim a portion of 
their cost each year as a deduction. The deduction allowed 
each year is called capital cost allowance (CCA), and is 
explained below. 
You may use form T2132 to calculate your claim for CCA. 
For your convenience, this Guide contains two copies of this 
form. 

With certain exceptions such as those provided for timber 
limits, cutting rights and wood assets, you cannot claim CCA 
on land, or on living things such as trees, shrubs or animals. 
You must group depreciable property you own into classes 
according to the Income Tax Regulations. These regulations 
specify a rate of CCA for each class of property. At the end 
of this Guide there is a schedule setting out the rate of 
allowance for the various classes. 
The allowance you may claim is generally based on the 
undepreciated capital cost (UCC) of the class at the end of 
your fiscal year. Generally, the UCC is the total capital cost 
of ail property included in the class, less proceeds of 
property disposed of, and less the total CCA you claimed in 
previous years . 
Usually the CCA you claim is calculated on the declining 
balance basis. For certain types of property such as leasehold 
interests and wind-energy equipment, the allowance is 
generally based on a percentage of the original capital cost of 
the property (straight-line basis). 
Revised rules concerning capital cost aliowance 
in a news release dated January 24,1989, the 
Department of Finance issued revised draft regulations 
and legislation relating to capital cost allowance claims 
for passenger vehicles that cost more than $20,000. These 
amendments are effective for fBcai periods and taxation 
years commencing after June 17, 1987 that end after 
1987. 
The new rules regarding passenger vehicles that you use in 
your business or profession are: 

Each passenger vehicle that you own at any time during 
the year and that costs more than $20,000 must be 
included in a new separate class. The new class is 10.1 
and the maximum rate of capital cost allowance 
applicable to this class is 30%. 
The capital cost of a “passenger vehicle” for purposes 
of calculating your capital cost allowance claim cannot 
be more than $20,000. 
The recapture and terminal loss provisions do not apply 
to Class 10.1 properties. 
In the year you dispose of a passenger vehicle that was 
included in Class 10.1, you may claim one half of the 
capital cost allowance that would otherwise have been 
allowed for that year in respect of the vehicle, provided 
certain conditions are met. These conditions are: 

- the Class 10.1 property you disposed of was owned by 

- you acquired another Class 10.1 property and still own 

Your 1988 claim for CCA will be correct, as long as you did 
not dispose of your Class 10.1 property during your 1988 
fiscal period that started after June 17, 1987. 
Your 1988 claim for CCA may be incorrect if 
0 

0 

0 

0 

you at the end of the preceding fiscal period, and 

it at the end of your current fiscal period. 

your 1988 fiscal period started after June 17, 1987, 
in your 1988 fiscal period you disposed of a passenger 
vehicle included in Class 10.1, 
the passenger vehicle you disposed was owned by you at 
the end of your 1987 fiscal period, and 
you acquired another Class IO. 1 passenger vehicle 
during your 1988 fiscal period and still owned it at the 
end of your 1988 fiscal period. 

If you meet al1 of the above conditions you are entitled to 
claim one half of the CCA that you would have otherwise 
been allowed for that year. If you are entitled to to an 
increased CCA claim in 1988, see the section “Changing 
your retum after you mail it” in the 1989 General T a  Guide 
for information on how to request an adjustment to a 
completed retum, or contact your local district office. 
In addition, you may be required to transfer property from 
one class to another. Instructions on completing a transfer are 
found under “Column (2) - UCC at beginning of 1989.” 

Note: 
The meaning of “motor vehicle”, “passenger vehicle” and 
“automobile” are fully discussed in Chupter 4 of this Guide 
under the section “Motor vehicle expenses.” 

If you have more than one business, a separate Capital Cost 
Allowance Schedule is required for each business. 
Print your name, address and Social Insurance Number and 
complete each column if applicable. 
Column (1) - Class no. 
If you started your business in 1989 
0 group the property acquired into classes, as explained 

below in the instructions for completing column (3); and 
0 enter the class numbers in column (1). 
The class number and capital cost allowance rate for the more 
common types of property are listed at the end of this Guide. 
A complete list is included in Schedule II of the Income Tax 
Reguiations . 
If you made a claim for capital cost allowance in any 
previous year, enter the class numbers in column (1). 
Column (2) - UCC at beginning of 1989 
If you made a claim for capital cost allowance in any 
previous year, enter in column (2) the undepreciated capital 
cost of each class as of the end of your previous fiscal 
period. 
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Tramfers back from Class 10.1 to Class 10. 
As a result of the changes to the regulations and legislation as 
previously mentioned, if your 1988 fiscal period started after 
June 17, 1987 only passenger vehicles included in Class 10 
at the end of your 1987 fiscal period and that cost more than 
$20,000 had to be transferred to Class 10.1 in your 1988 
taxation year. If you transferred any other vehicles you 
owned at the end of your 1988 fiscal period to Class 10.1, 
you should now transfer these vehicles back to Class 10. 
To transfer your motor vehicle back to Class 10, you should 
now adjust the UCC of Class 10.1 at the beginning of your 
1989 fiscal period. 
You enter the amount transferred from Class 10.1 to Class 1( 
in Column (2) calculated as follows: 

CHART A 
Capital cost of vehicle being transferred (1) 
UCC of Class 10.1 immediately before the 
îransfer (2) 
Line (1) minus line (2) 
(if negative, enter nil) (3) 
Total CCA deducted for the vehicle in 
previous years (4) 
Amount from line (1) ( 5 )  
Greater of line (3) and line (4) (6) 
Amount transferred from CIass 10.1 
equals line (5) minus line (6) 

You must also reduce the UCC of the former class 
(Class 10.1) by the amount that is transferred to Class 10. 
Tramfers from Clam 10 to Class 10.1 
If your 1988 fiscal period began before June 18, 1987, you 
were not required to transfer “passenger vehicles” that cost 
more than $20,000 from Class 10 to Class 10.1. However, 
you will be required to transfer such vehicles from Class 10 
to Class 10.1 at the beginning of your 1989 fiscal period. 
You must reduce the UCC of Class 10 at the beginning of 
your 1989 fiscal period by the difference between the capital 
cost of the vehicle and $20,000. This reduction must be done 
before the calculations described below for transfers to 
Class 10.1. 
You enter the amount transferred from Class 10 to Class 10.1 
in Column (2) calculated as follows: 

CHART B 
Capital cost of vehicle being 
transferred (1>* 
UCC of Class 10 
immediately before the 
transfer (2) 
Line (1) minus line (2) 
(if negative, enter nil) (3) 
Total CCA deducted for 
vehicle in previous years (4) 
Amount from line (1) ( 5 )  
Greater of line (3) and line (4) (6) 
Amount transferred from 
Class 10 equals line (5) 
minus line (6) 

“Note: 
As the vehicle you are transferring from Class 10 to Class 
10.1 is a passenger vehicle that costs more than $20,000, its 
capital cost is deemed to be $20,000. You must enter this 
amount ai line ( 1 )  in the calculation in Chart B .  
You must also reduce the UCC of the former class (Class 10) 
by the amount that is transferred to Class 10.1. 
Investment tax credit 
If you claimed the investment tax credit on your 1988 retum, 
you must reduce your UCC at the beginning of 1989 for the 
related property by the amount of the credit claimed. For 
additional information regarding the investment tax credit 
refer to Chapter 8 of this guide. 
(’olumn (3) - Cost of additions during 1989 
If you acquired depreciable property in the year, enter the 
total capital cost for al1 properties of each class on the 
appropriate line in this column. Completing Area A of form 
T2132 will assist you in calculating the amount to enter. 
Capital cost usually means the total cost of the property 
including 
0 any legal fees incurred to acquire the property, 
0 charges for delivering the property to your place of 

business, and 
O the cost of installing the property for use. 
Once you have determined the capital cost of the property, 
you must establish the class number and CCA rate, which, 
for the more common types of property are listed at the end 
of this Guide. Schedule II of the Income Tax Regulations 
contains a complete list. 
You may have to adjust the capital cost of the property in the 
following circumstances: 

Change in use 
If you acquired a property for persona1 use and began 
using it in 1989 for business purposes, your capital cost for 
business purposes is normally equal to the fair market 
value (FMV) of the property at the time the change in use 
occurs. 
M e n  the actual cost of the property is less than the fair 
market value, calculate the capital cost as follows: 
Actual cost of the property $ (1) 
FMV of the property $ (2) 
Amount from line (1) (3) 
Line (2) minus line (3) 
(if negative, enter nil) $ (4) 
Enter any capital gains 
deduction claimed for 
the amount at 

Line (4) minus 

(if negative,enter nil) 
Deemed capital cost is 

line (4) $- x 3/2 = ( 5 )  

line ( 5 )  $- X 2/3 = $ (6) 

line (1) plus line (6) $ 

Passenger vehicles - Class 10.1 
If you acquired a passenger vehicle during your 1989 fiscal 
period there is a limit on the capital cost: 
0 For passenger vehicles acquired before September 1, 

1989 that cost more than $20,000 and the vehicle is 
used entirely for business purposes, enter the deemcd 
capital cost of $20,000 in column (3). 
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0 For passenger vehicles acquired after August 31,1989 
that cost more than $24,ooO and the vehicle is used 
entirely for business purposes, enter the deemed capital 
cost of $24,ooO in column (3). 

Personal use of a property 
If you acquire a property for both business and personal use, 
and the portion that relates to business use will remain 
constant in future years, enter in Column (3) only that 
portion of the capital cost of the property that relates to its 
use for business purposes. 
When the business usage varies from year to year, you may 
add the entire cost of the property to the class. If you do this 
you must add the personal portion of the capital cost 
allowance taken back to income as an adjustment. 
If you acquire a passenger vehicle that is included in Class 
10.1 and the vehicle is used for both business and personal 
use, show the cost of the addition as follows: 
0 In cases where the business and personal use will remain 

constant in future years, enter in column (3) only that 
portion of the deemed capital cost that relates to the 
business use. 
In cases where the business use varies from year to year, 
enter in column (3) the entire deemed capital cost of the 
passenger vehicle. You must then add the personal use 
portion of the capital cost allowance claimed back to 
income as an adjustment. 

O 

Note: 
The deemed capital cost of a passenger vehicle is explained 
in the above section “Passenger vehicles - Class 10.1”. 
Construction costs andor cost of improvements 
If you constructed a depreciable property for use in your 
business, its capital cost includes the cost of materials, labour 
and other costs actually incurred. However, you may not 
include the value of your own labour. 
You must add the cost of improvements or additions to a 
depreciable property to its capital cost. 
Survey or vaiuation costs 
The costs of surveying or valuing a property may be added to 
the cost of the property if you incurred them to acquire the 
property. You cannot claim them as expenses. 
Grant, subsidy, or other incentive or inducement 
When you receive a subsidy or grant from a govemment or 
govemment agency that is related to the acquisition of a 
capital property, you must reduce the cost of the related 
capital property. You must deduct the amount received from 
the total cost before you calculate your claim for CCA. For 
information on the treatment of govemment grants, obtain 
Interpretation Bulletin ïï-273R and Special Release, 
Government Assistance - General Comments. For information 
conceming the treatment of incentives or inducements other 
than those received from a govemment or govemment 
agency, refer to the comments under this heading in 
Chapter 2. 
Non-arm’s length transaction 
There are specific rules you must follow when you purchase 
property in a transaction that is not at arm’s length. 
Transactions between members of a family, such as husband 
and wife, or between a shareholder and a corporation 
controlled by the shareholder or the shareholder’s family, are 
usually considered not to be at arm’s length. For further 
details, refer to Interpretation Bulletins IT-405, inadequate 
Considerations - Acquisitions and Dispositions and IT-419, 
Meaning of Arm’s Length. 

When a person (or a partnership) acquires a depreciable 
property from a person or a partnership with whom they did 
not deal at arm’s length, the following special rules apply for 
calculating the capital cost of the property. 
If the vendor of the property was an individual resident in 
Canada, or a partnership any member of which is either an 
individual resident in Canada or another partnership, and the 
cost of the property is more than the vendor’s cost or capital 
cost, the purchaser’s capital cost is calculated as follows: 

Vendor’s cost or capital cost $ (1) 
Vendor’s proceeds 
of disposal $ (2) 
Amount from line (1) (3) 
Line (2) minus iine (3) 
(if negative, enter nil) $ (4) 
Enter the capital gains 
deduction claimed by any 
person for the amount at 

Line (4) minus 

(if negative, enter nil) 
Deemed capital cost is 

line (4) $- X 3/2 = ( 5 )  

line (5) $- X 2/3 = $ (6) 

line (1) plus line (6) $ 
If the vendor is not a person or partnership as described 
above and the purchaser’s cost of the property is more than 
the vendor’s cost, or capital cost, then the purchaser’s capital 
cost is calculated as follows: 

Vendor’s cost or 
capital cost $ (1) 
Vendor’s proceeds 
of disposal $ (2) 
Amount from line (1) ~ (3) 
Line (2) minus 
line (3) $ X 213 = $ (4) 
(if negative, enter nil) 
Deemed capital cost is 
line (1) plus line (4) $ 

If the purchaser’s cost of the property is less than the 
vendor’s cost or capital cost, the purchaser’s capital cost is 
deemed to be equal to the vendor’s cost or capital cost, and 
the purchaser is deemed to have claimed the difference as 
CCA . 
There is also a limit on the capital cost of a passenger vehicle 
that you acquire for business use from a person with whom 
you do not deal at am’s length. In this case the capital cost 
is the least of: 
0 the fair market value of the vehicle at the time you 

acquired it , 
0 the undepreciated capital cost of the vehicle to the 

vendor immediately before you acquired it, and 
0 $20,000 if acquired before September 1, 1989 or 

$24,000 if acquired after August 31, 1989. 
Column (4) - Proceeds from disposals during 1989 
If you disposed of a property during 1989, you must deduct 
from the class to which it belonged the lesser of 
0 

0 

In most cases, the proceeds of disposal for a property will 
be the sale price of the property, less any outlays or expenses 
directly related to its disposal. 

the proceeds of disposal, and 
the capital cost of the property. 
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If you disposed of a building for proceeds that are less than 
both its cost amount and its capital cost to you, special rules 
may apply. If applicable, these rules will determine the 
deemed proceeds of disposition of the building. In addition, 
adjustments to the amount of the terminal loss may be 
required. For more details on terminal losses, refer to 
column (5). 
Disposal of a building in 1989 
If the building disposed of was the only property in the class, 
its cost amount is the UCC of the class before the disposal. 
If there was more than one building in the same class, the 
cost amount of each building is calculated as 

CaDital Cost 
of t ie Building Cost Amount x UCC of class = of the Building 

Capital Cost of ail 
Buildings in Class 

Proceeàs of disposition 
Special rules for calculating the proceeds of disposition of a 
building may apply when you dispose of a building for 
proceeds that are less than both 
0 its capital cost to you, and 
0 its cost amount as calculated above. 
If in the year you disposed of the building, you (or a person 
with whom you were not dealing at am’s length) also 
disposed of the land on which the building was located (or 
land next to and necessary for the use of the building), you 
must calculate the proceeds you are deemed to have received 
for the building as follows: 

Fair market value 
of building at time 

Fair market value of 
land immediately 

of disposition $ (1) 

before disposition $ (2) 
Line (1) plus line (2) $ (3) 
Cost amount of land 
to vendor $ (4) 
The total capital gains 
(determined without regard 
to any reserves) for 
dispositions of the land 
within the 3 year period 
preceding the time of the 
disposition of the building by 
you or by a person with 
whom you were not dealing 
at arrn’s length to yourself or 
to another person with whom 
you were not deaiing at 
am’s length $ ( 5 )  
Line (4) minus line (5) $‘6) 
(if negative, enter nil) 
Lesser of line (2) and 
line (6) $ (7) 
Line (3) minus line (7) $‘8) 
(if negative, enter nil) 
Cost amount of building $ (9) 
Capital cost to you 
of building immediately 
before its disposition $ (10) 
Lesser of line (9) and 
line (10) $ (1 1) 

Greater of line (1) and 
line (1 1) $ (12) 
Deemed Proceeds of Disposition 
for the Building 
Lesser of line (8) and line (12) $ 

The difference between the actual proceeds received for 
both the land and building, and the deemed proceeds of 
disposition for the building as determined above, is deemed 
to be the proceeds of disposition for the land. 
If you (or a person with whom you were not dealing at arm’s 
length) owned the land on which the building was located (or 
land next to and necessary for the use of the building), and it 
was not disposed of in the same taxation year as the building, 
you must calculate the proceeds you are deemed to have 
received for the building as follows: 

Cost amount of building 
immediately before 

Fair market value of building 

Greater of line (1) and 

Actual proceeds of 

disposition $ (1) 

at the time of disposition $ (2) 

line (2) $ (3) 

disposition, if any $ (4) 
Line (3) minus line (4) $ ( 5 )  
Line (5) $- x 1/3 = (6)  
Amount from Iine (4) (7) 

Add line (6) and line (7) 

Deemed Proceeds of 
Disposition for the Building 

$ 

The effect of this calculation is to give the same tax treatment 
to a terminal loss on a building as is given to a capital loss 
on the sale of land. This is done by adding one third of the 
terminal loss that would otherwise be allowable, to the actual 
proceeds received for the building. 
Additional information is contained in Interpretation Bulletin 
IT-220R and Special Release, Capital Cost Allowance - 
Proceeds of Disposition of Depreciable Properiy. 

Column (5) - UCC after additions and disposals 
Enter in column (5) the amount obtained by adding column 
(2) and column (3) and subtracting column (4). 
Except in the case of Class 10.1, you cannot claim capital 
cost allowance if either of the following situations occur 
0 

0 

the amount in column (5) is negative . 
the amount in column (5) is positive and no property is 
left in the class at the end of the year. 

If either of the above situations occurs for property included 
in Class 10.1 refer to the comments under “Column (7) - 
Base amount for capital cost allowance claim” to determine 
your capital cost allowance claim for 1989. 
Recapture 
If the amount in column (5) is negative, this amount is a 
recapture of capital cost allowance and you must include it as 
income for 1989. For example, recapture can result from 
disposing of property, receiving govemment assistance or 
claiming an investment tax credit. 
Terminal Loss 
If the amount in column (5) is positive, and you no longer 
own any property of that class, this amount is a terminai 
loss and you must deduct it from income in 1989. However, 
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if the property disposed of was a building, adjustments to the 
amount of the terminal loss may be required. 
The mles regarding recapture and terminal loss do not apply 
to passenger vehicles included in Class 10.1. 
Column (6) - Aàjustment for current iear addition4 
This column enables you to adjust the cost of property 
acquired during the year so that your CCA claim is calculated 
on only the net adjusted amount. 
If you acquired a depreciable property during your 1989 
fiscal period, your CCA claim is generally limited to 50% of 
the amount that would otherwise be allowable. If you 
acquired a property in the same year that you disposed of a 
property in the same class, your CCA claim for the addition 
is generally reshicted to 50% of the amount by which the 
capital cost of the addition exceeds the lesser of the proceeds 
of disposition and the capital cost of the property disposed 
of. 
An exception to the 50% rule occurs when you acquired a 
property from a person with whom you did not deal at am’s 
length, and the property was owned continuously by that 
person from a day that was at least 364 days before the end 
of your 1989 fiscal period until the day that you acquired it. 
In this case, you may claim CCA on the full capital cost of 
the property. 
Not al1 capital acquisitions are subject to the 50% rule. 
Additions to Class 12, other than 
0 

0 

0 

0 

0 

0 

a die, jig, pattern, mould or last, 
the cutting or shaping part of a machine, 
computer software (but not including systems software), 
a motion picture film or video tape that is a television 
commercial message, 
a certified feature film or a certified production, or 
a video cassette acquired after February 15, 1984 for the 
purpose of renting, and that is not expected to be rented 
to any one person for more than seven days in any 
30-day period, 

are eligible for a 100% CCA claim in the year they are 
acquired . 
Also, the adjustment in column 6 does not apply to net 
additions duriag the year to any of Classes 13, 14, 15, 23, 
24, 27, 29, or 34. 
Colurnn (7)  - Base amount for capital cost allowance 
daim 
Your capital cost allowance claim, if any, is based on the 
amount arrived at in this column. Enter in column (7) the 
amount obtained when you subtract column (6) from column 
(5). For property included in classes other than 10.1, you 
may only claim capital cost allowance calculated on the 
balance remaining if the amount in column (7) is positive 
and property remains in the class at the end of the year. 
If you disposed of a passenger vehicle during 1989 that was 
included in Class 10.1, you may claim one-half of the capital 
cost allowance that would otherwise have been allowed for 
that year, provided certain conditions are met. Ttiese 
conditions are: 

the Class 10.1 property you disposed of was owned by 
you at the end of your 1988 fiscal period, and 
you acquired another property included in Class 10.1 and 
still own it at the end of your 1989 fiscal period. 

If you meet thk above conditions, enter in column (7) one- 
half of your opening undepreciated capital cost in column (2). 

Column ( 8 1  - Rate ( %  ) 
Enter the rate of CCA for each class of property included on 
your schedule. The rates for most common classes of 
property are listed at the end of this Guide. 
Column i9i - C C î  for 1989 
Enter the CCA you are claiming for 1989. The maximum you 
may claim cannot be more than the amount obtained by 
multiplying the amount in column (7) by the rate in column 
(8). You do not have to claim the maximum CCA for each 
class of property. 
Buildings (Class 1) 
Most buildings acquired before 1988 were included in either 
Class 3 or Class 6. Since January 1, 1988 most Class 3 type 
buildings acquired are included in Class 1. However, a 
building of this type, acquired before 1990, still qualifies for 
inclusion in Class 3 if the building was 
0 acquired under the terms of a written agreement entered 

into before June 18, 1987, or 
0 under construction by you, or on your behalf, on June 

18, 1987. 
The maximum rate of CCA for Class 1 property is 4%. 
Property previously included in Class 3 is not transfemd to 
Class 1 after 1987. However, the total cost of any additions 
or alterations made to a Class 3 building after 1987 are 
limited to the lesser of 
0 $500,000,or 
0 25% of the building’s capital cost on December 31, 

1987. 
The cost of any additions or alterations over this limit belong 
in Class 1. 
Outdoor advertising signs (Class 8) 
Property of this type was previously included in Class 11. 
Starting in 1988, most outdoor advertising signs are included 
in Class 8. However, a sign acquired before 1990, still is 
included in Class 11 if it was: 
0 

0 

Class 38 
Most property acquired after 1987 that is power operated, 
movable equipment designed for excavating , moving , placing 
or compacting earth, rock, concrete or asphalt is now 
included in Class 38. Property of this type acquired before 
1988 was included in Class 22. This type of property still 
qualifies for inclusion in Class 22 if you acquired it before 
1990, and 
0 

0 

The rate of CCA for property included in Class 38 will be 
30% in 1990. The transitional rate is 40% for 1988 and 35% 
for 1989. If your fiscal period is not on the calendar year 
basis, you must prorate your CCA claim accordingly. For 
further information, contact your district office. 

acquired under the terms of a written agreement entered 
into before June 18, 1987, or 
under construction by you, or on your behalf, on June 
18, 1987. 

you acquired the property under a written agreement 
entered into before June 18, 1987, or 
the property was under construction by you, or on your 
behalf, on June 18, 1987. 

Note: 
YOM may elect to keep an outdoor advertising sign and any 
property included in Class 38 in a separate class. 
To make this election, you rnust attach a letter to your 



income tax return for the year you acquired the property. In 
the letter indicate the properties you are including in a 
separate class. 
Column (10) - UCC at the end of 1989 
Your undepreciated capital cost at the end of your 1989 fiscal 
pend is the amount obtained by subtracting column (9) from 
column (5). This amount will also be your undepreciated 
capital cost for the beginning of your 1990 fiscal penod. 
In the following situations, you will not have a balance for 
undepreciated capital cost at the end of your 1989 fiscal 

O 

O 

penod: 
you deducted a terminal loss from income, 
you included an amount for recapture in income, or 
you disposed of a Class 10.1 property. 

Depletion allowance 
If you receive income from a sand or gravel pit, a woodlot, 
or a stone quarry, you may recover the cost of the product by 
a claim for CCA commonly known as a depletion 
aüowance. 
Sand, gravel, Clay and stone are examples of industrial 
minerals, which are covered in more detail in Interpretation 
Bulletin IT-492, Capital Cost Allowance - Industrial 
Mineral Mines. 
For more details on woodlots and timber limits, obtain 
IT-481, Timber Resocrrce Property and Timber Limits. 
Capital gains 
When you dispose of a depreciable property for proceeds of 
disposition greater than its capital cost, a capital gain will 
normally result. Capital gains are subject to tax to the extent 
that the gain accrued after December 3 1 ,  197 1. Gains 
realized in 1985 and subsequent taxation years may be 
eligible for inclusion in your capital gains deduction 
calculation. Obîain the 1989 Capital Gains Tax Guide for 
more details. 
You cannot have a capital loss on the disposition of 
depreciable property. 
Election to defer gain on disposal of property 
Replacement property - Involuntary dispositions 
You may elect to defer al1 or part of what would have been 
your capital gain or CCA recapture on property that was 
stolen, destroyed, or expropnated, if you 
0 

0 

received or were entitied to receive compensation; 
acquired the replacement property within two years from 
the end of the year in which you were entitled to receive 
compensation; 
elected in your retum for the year you acquired the 
replacement property if you wish to have this deferral 

acquired the replacement property for the same or 
similar use as the use to which you put the former 
property. If you had used the former property in a 
business, you must have acquired the replacement 
property for use in the same or similar business. The 
replacement property must generally be the same as the 
former property such as land for land, building for 
building, etc.; and 

0 

aPPlY; 
O 

0 replace a depreciable property with another depreciable 
property. 

Note: 
Compensation is generally deemed to be receivable on the 
earliest of: 

the day the amount offull compensation is agreed to, or 
is jïnally determined by a tribunal or court, 

0 two years after the day of the loss, ifproceedings have 
not been taken before a tribunal or court, and 

0 the date you cease to be a resident of Canada or a 
taxpayer’s date of death. 

If you do not acquire a replacement property in the year you 
dispose of the former property, you must report any CCA 
recapture or taxable capital gain in the year of disposal. If 
you acquire a replacement property in a taxation year that is 
after the year in which you disposed of the former property, 
but within the specified time limit, you must 
O make the election to defer your capital gain or recapture 

in your retum for the year you acquired the replacement 
property, and 
request an adjustment to your retum for the year of 
disposal to delete the portion of the capital gain or 
recapture you are defening. Refer to “Changing your 
retum after you mail it” in the 1989 General Tax Guide 
for instructions on how to request an adjustment to your 
retum . 

0 

Replacement Property - Voluntary Dispositions 
Voluntary dispositions refer to dispositions of property where 
the property was not stolen, destroyed or expropriated. You 
may elect to defer al1 or part of the capital gain or CCA 
recapture on a voluntary disposition if 
0 

O 

0 

you received or were entitled to receive compensation, 
the property disposed of is land or buildings used in a 
business but not for rental purposes, and 
you acquired the replacement land or building within one 
year from the end of the year in which you disposed of 
the former land or building. 

For more details on the above elections and on what 
constitutes replacement property, obtain Interpretation 
Bulletins IT-259R2 and Special Release, Exchanges of 
Property and IT-491, Former Business Property. 
Whether you make an election for a voluntary or an 
involuntary disposition of property, you will realize a capital 
gain only to the extent that the cost of the replacement 
property is less than the proceeds of disposition of the former 
property. You may defer the realization of this gain in cases 
where a portion of the proceeds of disposition is not due until 
a subsequent year. 
If you elect to defer recognition of CCA recapture, the 
proceeds of disposition are reduced by the lesser of the 
amount that would otherwise be recaptured and the amount 
used to acquire the replacement property. Consequently, the 
recapture will not be income in the year but instead will 
reduce the UCC of the class of depreciable property 
containing the replacement property. 
If you elect to defer the recognition of either the capital gain 
or CCA recapture, you are considered to have elected to 
defer both. 
Transfer of property to a corporation or partnership 
You may also elect to defer al1 or part of the capital gain or 
CCA recapture on certain dispositions of property, if you 
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0 

0 

0 

transfer property to a taxable Canadian corporation, 
transfer property to a Canadian partnership, or 
receive property from a partnership (of which you were 
formerly a member). 

transfers, obtain Information Circular 76-19R, Transfer Of 
Property To A Corporation Under Section 85, Interpretation 
Bulletins IT-29IR, Transfer of Property to a Corporation 
under Subsection 85(1), IT-378R, Winding-up of a 
Partnership, and IT-413R, Election by Members of a 
Partnership under subsection 97(2). If you are considering defemng the gain or recapture on such 

An eligible capital expenditure is usually for an intangible 
capital property, such as the cost of goodwill when a business 
is purchased as a going concern or the purchase of a 
franchise, concession, or licence for an unlimited period (a 
franchise, concession or licence with a limited period is 
normally a Class 14 depreciable property). As these 
expenditures are capital in nature and provide an enduring 
benefit, you cannot deduct them in the year of the 
expenditure. Also, you cannot claim capital cost allowance 
since you did not obtain a depreciable property. 
For more information on expenditures that qualify as eligible 
capital expenditures, obtain Interpretation Bulletin IT- 143R2, 
Meaning of Eligible Capital Expenàiture. 

You must create an account comparable to a CCA class for 
eligible capital expenditures. The property in this account is 
eligible capital property. The balance in your cumulative 
eligible capital account is calculated as follows: 
0 you determine the balance in your cumulative eligible 

capital account as of the beginning of your 1989 fiscal 

you would add fifty per cent of your cumulative eligible 
capital account balance that was on hand at the 
beginning of your 1989 fiscal period only if your 1989 
fiscal period started in 1988. 

0 you add three-quarters of your eligible capital 
expenditures made in your 1989 fiscal period. 

0 you subiract three-quarters of al1 proceeds receivable in 
your 1989 fiscal period. 

If you have more than one business or professional practice, 
a separate account must be kept for each business andior 
professional practice. 

Annual allowance 
As long as there is a positive balance in your cumulative 
eligible capital account at the end of your 1989 fiscal period, 
you may deduct up to 7% of the account balance from your 
income for that year. The annual allowance for fiscal periods 
that started before 1988 was 10%. 

period. 
0 

Example 
Jack began his business on January 1, 1989. The business 
has a December 31 fiscal year-end. During the year he 
purchased a franchise for $10,000. The maximum 
ailowance he may claim on eligible capital property for 
1989 is calculated as follows: 

CUMULATIVE 
ELIGIBLE 

YEAR CAPITAL 
1989 Eligible Capital Expenditure: 

cost of franchise ($lO,OOO) x 314.. . . . . . $7,500 
Annual aliowance 
maximum: 7% of year-end balance.. . . . . 525 

Balance $6,975 

Proceeds of disposition 
If you disposed of eligible capital property during your 1989 
fiscal period, you must deduct three-quarters of the proceeds 
receivable from the cumulative eligible capital account 
balance. The amount deducted is an eligible capital amount. 
If the disposition creates a negative balance in your account 
at the end of the year, you must include as business income 
the lesser of 
0 the negative balance of your cumulative eligible capital 

account, and 
0 al1 prior years’ annual deductions claimed and not 

previously added to income. 
Any portion of the negative balance that is not business 
income is deemed to be a taxable capital gain. You report 
this gain on line 544 of Schedule 3, Summary of Dispositions 
of Capital Properry in 1989, included with your retum 
package. The deemed taxable capital gain is eligible for the 
lifetime capital gains deduction. 
Any amounts included as business income andior taxable 
capital gains are taken into consideration in the calculation 
of the balance in your cumulative eligible capital account. 

Example 
Lany started a business in 1987 that has a December 31 
fiscal year-end. In 1987 he purchased a franchise for 
$10,000. The balance in Lany’s cumulative eligible capital 
account as of the the beginning of his 1989 fiscal period is 
calculated as follows: 

CUMULATIVE 
ELIGIBLE 

YEAR CAPITAL 
1987 Eügible Capital Expenditure: 

cost of franchise ($lO,OOO) X 1/2 ... .... $5,000 
Annuai allowance 
maximum: 10% of year-end balance.. . . . 500 
Balance $4,500 

1988 Add: 50% of existing balance ($4,500) 2,250 
Balance $6,750 

Annual aliowance 
maximum: 7% of year-end balance 
($472.50) - claimed: 450 
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Balance in the cumulative eligible capital 
account as of the beginnhg of the 1989 
fiscal period. $6,300 

Note: 
Lurry aa’dedfijîy per cent of his cumulative eligible 
capital account at the beginning of his I988 fiscal period 
since his 1988 fiscal period was the first that commenced 
after December 31, 1987. 
In 1989, Lany sold the franchise for $12,000 and 
recorded the following information: 
Balance in the cumulative eligible capital account 
as of the beginning of the 1989 fiscal period.. . . . . $6,300 
1989 Deduct: Eligible capital amount 

sale of franchise ($12,000) x 3/4 . . . . . . . 9,000 
Negative balance . . . . . . . . . . . . . . . . . . . . (A) $(2,7OO) 

Larry must add $950 to his 1989 business income 
calculated as the lesser of $2,700 (amount A), and the total 
of al1 prior years’ annual deductions of $950 ($500 + 
$450). He must also include in income the remaining 
$1,750 ($2,700 - $950) as a taxable capital gain. The 
inclusion in income of these amounts also results in a ni1 
balance in the account after the disposition. 

Replacement property 
When you dispose of eligible capital property and obtain a 
replacement property, you may elect to defer al1 or a part of 
any gain you realize. To qualify, you must obtain the 
replacement property before the end of the taxation year 
following the year you disposed of the former property. You 
must obtain the replacement property 
O 

O 

for the same or similar use as the former property, and 
for use in the same or a similar business operation. 

You may qualify for this tax credit if you have: 
0 acquired qualified property, 
O acquired certified property, 
0 acquired qualified transportation equipment, 

acquired qualified construction equipment, 
0 acquired an approved project property, 
0 made a quaiified Canadian exploration expenditure, or 
O incurred a qualified expenditure. 
In al1 cases, the property you acquired must be new. This 
means that it must not have been used or acquired for use or 
lease for any purpose whatsoever before you acquired it. 
Also, you must have acquired the property primarily for use 
in a qualifying activity. 

Note: 
Qual*ed transportation equipment and qual@ed 
construction equipment do not include equipment acquired 
after 1988. 

Qualified property includes certain new buildings, 
machinery, and equipment acquired for use in Canada 
primarily for a designated purpose, but does not include 
0 approved project property, or 
0 certified property. 
The designated purpose may include such activities as 
0 logging, 
0 farming or fishing, 
0 storing grain, 

producing industrial minerals, or 
O manufacturing or processing goods for sale or lease. 
For a more complete listing of the activities that qualify, 
obtain Interpretation Bulletin IT-33 lR, lnvestment Tax 
Credit . 
Cars or trucks designed for use on highways or streets do not 
normally qualify for the investment tax credit as qualified 

property even if you use them in your business operation. 
However, trucks may qualify for the investment tax credit as 
qualified transportation equipment which is described 
below. 
The credit available on qualified property may vary 
depending on the date you purchased it and the area in 
Canada where you are using it. The rates for qualified 
property are detailed on form T20380ND.l 

Certified property is property that would otherwise be 
classified as qualified property (but does not include 
approved project property). 
To qualify, you must have acquired the property for use iri a 
prescribed area, and it must form part of a facility under the 
Regional Development Incentives Act. 
A facility refers to the structures, machinery and equipment 
that constitute the necessary cornponents of manufacturing or 
processing operations, subject to certain restrictions in 
resource-based industries. 
The prescribed areas in each province are described in detail 
in Information Circular 78-4R3, lnvestment Tax Credit Rates. 

Qualified transportation equipment must be new 
transportation equipment that you acquired before 
January 1, 1989 to be used principally for transporting 
passengers anaor property in Canada, or to and from 
Canada. Examples include 

buses with a seating capacity of 20 or more passengers 
(but not including school buses and buses for local 
transportation), 
boats and ships used for passenger andior freight 
transport, and 
trucks and trailers with a gross vehicle rating of more 
than 26,000 pounds and designed for canying freight on 
highways. 

0 

0 

. 
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Qualified construction equipment must be new equipment 
that you acquired before January 1, 1989 to be used 
principally for the purpose of construction in Canada. 
Property that can be classified as qualified construction 
equipment includes depreciable property other than qualified 
property or qualified transportation equipment. Examples 
include 
0 

0 a Crane, 
0 a pile driver, or 
0 a dredge. 

a property included in Class 22, 

Approved project property is property you acquired after 
May 23, 1985 that the Minister of Regional Industrial 
Expansion has certified to be new property to be used in 
Cape Breton in an approved project. Rojects will be 
eligible for approval if the total capital cost of the depreciable 
property to be used is at least $25,000. 
The property must be for use in certain qualifying activities, 
such as 
0 logging, 

farming, 
0 storing grain, 
0 processing ore, 
0 producing industrial minerals, 
0 extracting minerals from a mineral resource, or 
0 manufacturing or processing goods for sale or lease. 
Refer to Information Circular 78-4R3 for details of the Cape 
Breton boundary lines for purposes of this credit. 

A qualified Canadian exploration expenditure is an 
expenditure for an exploratory probe or an oil or gas well as 
prescribed by Income Tax Regulation 4608. 

To be a qualified expenditure, the amount must relate to 
scientific research and experimental development. 
Information Circular 86-4R2, Scientific Research and 
Experimental Development, provides details on this type of 
expenditure . 

You must use form T2038(IND.) to calculate the investment 
tax credit. Remember to attach one completed copy to your 
retum. 
The investment tax credit is based on a percentage of the 
investment cost (the cost of the property you acquired or the 
expenditure you made). In certain circumstances, you must 

increase or decrease the investment cost. For example, you 
decrease the investment cost by the amount of any 
govemment or non-government assistance you received for 
the property. Similarly, if you repay any of this assistance, 
the amount of the repayment qualifies for the investment tax 
credit. You calculate the investment tax credit on any 
repayment using the same percentage that you applied to the 
original investment cost. 
An individual Who carries on an unincorporated business 
must calculate the investment tax credit at the end of the 
calendar year. However, the fiscal year-end of your business 
may differ from the end of the calendar year. In this case, 
you must include in your investment tax credit for that 
calendar year any investment tax credit eamed on property 
acquired or expenditures made in the calendar year but after 
your fiscal year-end. For example, if your 1988 and 1989 
fiscal period ended on July 31 of 1988 and 1989 respectively, 
and you acquired property eligible for an investment tax 
credit claim in September 1988, your related credit is 
considered to be eligible for a claim, refund, or carry back 
on your 1988 income tax retum. 
Form T2038(IND.) lists the rates to use when you calculate 
the investment tax credit for each type of property or 
expenditure. It also contains additional information 
conceming this credit. 
If you are a member of a limited partnership, refer to the 
comments on limited partnerships in Chapter 9. 

In certain circumstances, you may use the investment tax 
credit you earn in 1989 to reduce your taxes 
0 in the current year, 
0 in a prior year, or 
0 in a future year. 
Current year deduction 
The maximum investment tax credit you may deduct for 1989 
is the least of the following amounts: 
0 your annual investment tax credit limit for the year, 
0 the balance in your investment tax credit pool, and 
0 your feàeral tax. * 

*Note: 
Your federal tax is the amount before deducting the 
investment tax credit, the federal forward averaging tax 
credit and the minimum tax carry-over. 
However, if you are subject to minimum tax in the year, you 
cannot use the investment tax credit to reduce your federal 
tax below the minimum amount. 
Your annual investment tax credit limit is an amount q u a i  to 
$24,000 + 314 (your feàeral tax minus $24,000). 
The balance in your investment tax credit pool is the total of 
0 the investment tax credit you eamed in the current year, 

and 
0 the balance of your unused credits carried forward from 

the previous year. 

Note: 
Unused investment tax credits for properties acquired before 
April20, 1983, cannot be used in the calculation of your 
investment tax credit pool for 1989. 
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To calculate your current year claim, complete section 1 of 
form T2038(IND.). Enter the amount of your investment tax 
credit on line 412 on page 4 of your retum. If a partnership 
or trust made the investments, enter only the amount 
allocated to you . 
You may also use your investment tax credits to reduce your 
federai individuai surtax for the year. The maximum 
additional investment tax credit that you may deduct is 
limited to the lesser of 
0 3/4 of your federal individual surtax (before deducting 

the investment tax credit), and 
0 the balance in your investment tax credit pool less the 

credit used to reduce your federal tax in the year. 
To calculate your daim for the additional investment tax 
credit, complete section 2 of form T2038(IND.). Enter the 
amount of your additional investment tax credit on line 5 18 
of Schedule 1 of your retum package. 
Prior year deduction 
You may carry back the investment tax credit eamed in 1989 
for up to three years and use it to reduce your federal taxes 
payable. However, you can only carry back this credit if you 
first use it to reduce to the fullest extent possible your 
0 1989 federal taxes, and 
0 1989 federal individual surtax. 

If you were unable to fully use your investment tax credit to 
reduce your taxes in the year, a portion of the credit may be 
refundable to you in cash. You may only claim this 
refundable investment tax credit in the year you make a 
qualifying acquisition or expenditure. You may choose the 
amount of the refund. However, it cannot exceed 40% of the 
investment tax credit you eamed in 1989 that was not used to 
reduce 
O your federal tax and federal individual surtax for 1989, 

and 
O your federal taxes payable for 1986, 1987 or 1988. 
The amount of refundable investment tax credit that has been 
refunded to you reduces the balance in your investment tax 
credit pool. 
To calculate the refundable portion of your investment tax 
credit, complete Part B of form T2038(IND.). Enter this 
amount on line 454 on page 4 of your return. If a partnership 
or trust made the investments, enter only the amount 
allocated to you. 

Note: 
The maximum investment tax credit that you may deduct in 
1986 and 1987 cannot exceed the federal taxes payable in the 
year. For 1988, the maximum investment tax credit that you 
may deduct is the least of your annual investment tax credit 
limit for the year, the balance in your investment tax credit 
pool and your federal t a .  
Future year deduction 
An investment tax credit eamed in 1989 and not used to 
reduce taxes in 1989 or in a prior year may be carried 
forward for up to ten years. The unused credit is included in 
your investment tax credit pool and may be used to reduce 
your taxes in a future year. Any credits not applied ten years 
after they are eamed cannot be used. 

The amount of any investment tax credit deducted or 
refunded in 1989, or any 1989 investment tax credit carried 
back to prior years, reduces the capital cost of the related 
property in 1990. This adjustment reduces the amount of 
capital cost allowance that you may claim for the property. It 
also reduces the capital cost of the property for determining 
any capital gain arising on its disposal. 
If the investment tax credit deducted or refunded in 1989 
relates to a depreciable property that was previously disposed 
of, but other property still remains in that class, you must 
reduce the undepreciated capital cost of the class in 1990 by 
the amount of credit deducted or refunded. However, if no 
property remains in the class, you must report this amount as 
income in 1990. 

This chapter outlines some of the special features of the 
Income Tax Act that relate to partnerships. The comments 
below are general. For more specific information obtain 
Interpretation Bulletins IT-90, What is a Partnership? and 
IT- 138R, Computation and Flow-through of Partnership 
Income. 

Generally, a partnership is the relationship that exists 
between persons carrying on business in common to earn a 
profit. Because a valid partnership may exist without a 
written partnership agreement, the type and extent of a 
person’s involvement in the business is important in 
determining whether the individual is a partner. For guidance 

on whether a particular arrangement is a partnership, you 
should refer to the relevant provincial law on the subject. The 
Department will view such law as persuasive. 
When forming, changing or dissolving a partnership, you 
should consider 
0 

O 

whether the relationship or arrangement is a partnership; 
that when individual partners contribute properties to a 
partnership there are special rules conceming capital 
gains or losses and the recapture of capital cost 
allowance; 
that there are special rules for the dissolution of a 
partnership; and 
that when partners dispose of their interests in a 
partnership, they may realize a gain or loss on the 
disposal. 

0 

0 
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The above points are not all-inclusive, but they are indicative 
of the factors you must consider in determining the income or 
loss of the individual partners for a taxation year. 

If you are a member of a partnership, there are two different 
ways your partnership income is reported. Beginning with 
the 1989 fiscal period, certain partnerships are required to 
file a Partnership Information Return. Partnerships with 5 
members or less, investment clubs which file a T3 retum, 
and certain limited partnerships are exempted from filing 
such a retum. 
If a Partnership Information Return is required to be filed, 
you should receive two copies of form T5013 Supplementary, 
Statement of Partnership Income. Report the gross 
partnership income on your TI General Return as well as 
your share of the net partnership income or loss as indicated 
on form T5013. Attach copy 2 of the form to your retum. 
If you are a member of a partnership that must file a 
Partnership Information Return, do not include a statement 
of income and expenses of the partnership with your TI 
General Return. This and other documentation is required to 
be filed with the Partnership Information Return, which must 
be filed by March 31, 1990. 
If you are a member of a partnership that is exempt from 
filing a Partnership Information Return, you will not receive 
two copies of form T5013. Therefore, you must include a 
statement of income and expenses of the partnership with 
your TI General Return, as well as a partnership schedule 
that determines your share of partnership income. Further 
information on completion of the necessary statements and 
schedules is provided in Chapters 2, 3, and 5 of this Guide. 
For complete details on exempt and non-exempt partnerships, 
and guidelines to follow when completing and filing a 
Partnership Information Return and its related attachments, 
obtain the new Information Circular, Partnership Information 
Return. 

The loss carry-over provisions apply to each individual 
partner, not to the partnership. For example, in your own 
retum you combine your share of partnership non-capital 
losses with any other non-capital losses you have in the year. 
You apply this amount against your income in accordance 
with the normal loss cany-over provisions. 
Beginning in 1988, net income or loss from a limited or non- 
active partnership is considered “investment income” or 
“investment expense” and may affect your claim for a 
capital gains deduction. As a result, you must keep a record 
of any net income or loss you have from a limited or non- 
active partnership so that you can calculate your capital gains 
deduction for 1988 and subsequent years. 

Note: 
The balance of Chapter 9 is directed to those partnerships 
that are exempt fromfiling a Partnership Znformation 
Reîurn. 

You determine partnership income as if the partnership was a 
separate person. The statement of income and expenses must 

show the total income and expenses of the partnership. Each 
partner must file a retum reporting his or her share of the 
income from the partnership. 
If you have the persona1 use of partnership property, the costs 
that the partnership incurred and claimed relating to that 
property may be a benefit to you. Include in your income the 
value of the persona1 benefit you received from the use of the 
property. 
If the partnership makes an automobile available to 
0 a partner, or 
0 

the partner must include a reasonable standby charge in 
income. 
Similarly, if a partnership provides an automobile to an 
employee of a partner, or a person related to the employee, 
the employee must include a reasonable standby charge in 
income. 
In either case, to determine the amount of the standby 
charge, use the same rules that apply when calculating a 
standby charge for an employee. 
For information on calculating a reasonable standby charge, 
obtain the 1990 Income Tax Deductions ut Source Tables. 
If your partnership employs your spouse, your spouse must 
report the full amount of any wages received. The 
partnership may claim these wages as an expense provided 
they are reasonable and are incurred to earn income. 
A partnership may own and amortize eligible capital 
property. Also, partnership income includes any capital gains 
and losses resulting from the disposition of property owned 
by the partnership. 

a person related to a partner, 

The partnership, and not the individual partners, may claim 
CCA on the depreciable property owned by the partnership. 
If the partnership disposes of depreciable property, it must 
include any taxable capital gains or CCA recaptures in 
partnership income before allocation of that income to the 
partners . 
The capital cost of depreciable property to a partnership is 
reduced by the amount of any investment tax credit allocated 
to the individual partners. The capital cost is also reduced by 
any other forms of assistance received from a govemment, 
municipality or other public authority such as grants, 
subsidies , and forgivable loans . 
When a partnership disposes of depreciable property, there 
can be no capital l o s .  

If you are a partner in a business or a professional practice 
you should submit a completed Partnership Schedule with 
your income tax retum. There is a schedule on the 
reverse of forms T2032 and T2124 for your use. 

In general, the Income Tax Act defines a limited partner as a 
taxpayer Who is a member of a partnership whose liability as 
a member is limited. 
The Income Tax Act limits the amount of 
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0 investment tax credits, 
O 

0 property losses 
that may be flowed out to limited partners. Limited partners 
may claim such tax credits and losses only to the extent of 
their investment in the partnership that is at-risk (the at-risk 
amount). Also, investment tax credits in respect of research 
and development expenditures are generally not eligible to be 
flowed out to a limited partner or a partner Who is neither 
actively engaged nor otherwise engaged in a business similar 
to that carried on by the partnership. 
The at-risk amount for the first purchaser of a limited 
partnership interest for any year is generally determined as 
the total of 
0 

0 

business losses (other than from a farming business), and 

the adjusted cost base (ACB) of the partner’s 
partnership interest at the end of the year, plus 
any partnership income allocated to the partner for the 
yew 

less the totai of 
any amount the limited partner owes to the partnership, 
plus 
any amount or benefit (for example, guarantee or 
indemnity) provided to the limited partner against the 
loss of the investment. 

0 

0 

The reduction of the at-risk amount by the amount the limited 
partner owes to the partnership will take place even if the 
limited partner has an irrevocable commitment to repay the 
amount owed to the partnership. Therefore, the at-risk 
amount is not increased until the amounts owed are actually 
paid by the limited partner to the partnership and risked in 
the partnership’s business. 
Generally, revenue guarantees, except prescribed revenue 
guarantees in respect of certified film productions, will 
reduce the partner’s at-risk amount when they are considered 
to reasonably protect the limited partner from loss. 
For purchasers of limited partnership interests on the 
secondary market, the ACB of the interests (only for the 
purpose of the computation of the at-risk amount) is the 
lesser of 
0 the purchaser’s cost otherwise determined, and 
0 the ACB (not below zero) of the selling limited partner. 

Note: 
Interests in partnerships that were in existence on February 
25, 1986 may be exempted from these rules ifthey meet 
certain conditions. 

The Canada Pension Plan and Unemployment Insurance 
legislation, as they apply to the self-employed businessman 
or professional, can be divided into two main areas: 
0 

O 

In Quebec, similar rules apply for the Quebec Pension Plan. 
See the Guide included with your Provincial Return of 
Income for more information. 

what employers are required to deduct on behalf of their 
employees, and 
what is payable by self-employed individuals on their 
own behalf. 

Note: 
The Canua‘u Pension Plan hus been amended to allow Status 
lndians Who are paid by an employer located on a reserve 
or, who are self-employed on a reserve, to make 
contributions to the plan. If you employ Status lndians, your 
participation as an employer is optional. Should you choose 
rwt to participate, your Status Indian employees may join the 
plan as self-employed persons. At the present t h e  the 
Quebec Pension Plan does not cover lndian employees 
working on reserves in Quebec. 

Al1 employees must contribute to the Canada Pension Plan if 
they are 
0 

0 

0 

employed in pensionable employment other than in the 
province of Quebec, 
18 years of age or over and under 70, and 
not receiving a Canada or Quebec Pension Plan 
retirement or disability pension. 

Employers must deduct this contribution from the employee’s 
salary and wages. 
Similarly, every employee employed in Canada Who is not in 
excepted employment must pay Unemployment Insurance 
premiums. Employers must deduct these premiums from the 
employee’s salary and wages. 
In both cases, the employer calculates the deductions on the 
employee’s gross salary and wages. Gross salary and wages 
includes the value of board and lodging and other benefits 
provided by the employer. 
The Canada Pension Plan and Regulations require the 
employer to match the employee deduction. The 
Unemployment Insurance Act requires the employer to pay a 
premium of 1.4 times the employee’s premium. 
Employers must remit to the Receiver General both 
O the employee’s contributions and premiums, and 
0 the employer’s contributions and premiums. 
Beginning in 1990, there are three categories of remittances, 
monthly, twice monthly, and four times a month. The 
category depends on your average monthly withholding 
amount. 
For further information, refer to the Canada Pension Plan 
Contribution and Unemployment Insurance Premium Tables. 

Complete the “Canada Pension Plan Contributions on 
Self-employment Earnings” area on page 3 of your return. 
If you are a member of a partnership, include only your share 
of the partnership net income or loss. Subtract the net loss, if 
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any, from the net profit of al1 businesses to calculate self- 
employment earnings. Plan. 

the calculation of your contribution to the Canada Pension 

Rental income from property is not self-employment earnings 
for purposes of thc Canada Pension Plan. 
If you reuuire more information, obtain the booklet, The 
Canada Pension Plan - Information for the Self-ernployed. 
Non-capital losses 

Most self-employed persons (other than fishermen) are not in 
insurable employment for purposes of the Unemployment 

Non-capital losses incurred in other years cannot be used in Insurance Act. 

If you invested in a tax shelter on or after September 1, 
1989, and you are claiming a related deduction for 1989, you 
must provide the tax shelter identification number when you 
file your retum. Generally, a tax shelter includes any 
property which entitles the investor to deduct losses or other 
amounts in excess of the cost of that property. Attach to your 
retum a T5003 if you received one, a completed form T5004, 
Statement of Tax Shelter Loss or Deduction, and 
documentation to support your claim. Copies of f o n  T5004 
are available from your district office. Please refer to 
Information Circular 89-4, Tax Shelter Reporting, for further 
details. 

During initial processing of your retum, only a very limited 
review is made of your financial statements. Baning any 
errors in calculation or of claims, your notice of assessment 
is normally based on the business or professional income you 
reported. Later, the Department may select your retum for 
further review or audit. 
The Income Tax Act authorizes the Department to reassess a 
retum of income or make additional assessments, or assess 
tax, interest or penalties 
(1) within three years from the day we mailed either 

0 

0 

your original notice of assessment, or 
a notification that no tax is payable for the taxation 
year, or 

(2) within six years after the day we mailed your original 
notice of assessment, to permit or revise a carry-back of 
certain deductions such as a loss or unused investment 
tax credit from a subsequent taxation year. The 
additional three years provided here are only to permit a 
reassessment related to the carrying back of these 
deductions. 

For example, if you carry a non-capital loss arising in 1989 
back to 1986, and it is later determined that the actual loss is 
less than the amount reported, the loss carried back may be 
changed accordingly. The Department can do this only if we 
do it within six years of the date on which we mailed your 
1986 notice of assessment. However, for anything that does 
not directly relate to the carry-back, the Department is 
generally limited to three years in reassessing your 1986 
retum . 

Most reassessments are made at the request of the taxpayer. 
If, after filing your 1989 retum you find that you forgot to 
claim a deduction, or made a mistake in calculating your 
income, we will make the necessary corrections as long as 
you bring the error to Our attention within the time period 
during which we are permitted to reassess the retum. To 
assist you in requesting an adjustment to your retum, form 
T1-ADJ, TI Adjustment Request is available from your 
district office. If you paid too much tax, the difference, plus 
interest, will be refunded to you. Altematively, the refund 
may be used to reduce other amounts you owe or are about to 
owe to the Department. The vast majority of adjustments 
made to retums at the request of taxpayers are processed 
without any need to file a notice of objection. 
In certain situations, it is the Department’s policy not to 
reassess a retum based on an informa1 request unless the 
request is made within the period during which you are 
entitled to file a notice of objection. These situations are 
explained in Information Circulars 75-7R3, Reassessment of 
a Return of Income, and 84- 1, Revision of Capital Cost 
Allowance Claims and Other Permissive Deductions. 
If unusual circumstances are going to prevent a reassessment 
being made until after the time frames within which the 
Department may reassess your retum, you may choose to 
waive the time limit. You do this by filing form T2029, 
Waiver in Respect of Three Year Time Limit with your district 
office before the time limit expires. 

While there is a high level of public compliance with the law, 
a self-assessment tax system can be maintained only through 
continuous inspection of retums. It is Our policy to conduct 
in-depth reviews, or audits, after the notice of assessment for 
the retum in question has been issued. 
Certain Departmental officials are authorized to examine or 
audit your records. Our officials carry identification cards 
(which will be produced at the beginning of an audit) to 
protect you from unauthorized persons gaining access to your 
records. The audit process is described in Information 
Circular 71-14R3, The Tax Audit. 
If an audit discloses that you have not been keeping adequate 
books and records, we will request a written agreement from 
you that al1 books and records will be maintained as required. 
We will follow up, by letter or a visit, to ensure that you 
have complied with the written agreement. 
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If you have not complied within the time allowed, we will 
issue a formal requirement letter that will describe the 
information to be recorded in the books, and advise you of 
the penalties for failing to comply. If you fail to comply 
within the specified time period, we may prosecute. 

If you object to an assessment you may, within 90 days from 
the day we mailed the notice of assessment, file a notice of 
objection in duplicate, setting out the reasons for the 
objection and al1 relevant facts. Form T400A, Notice of 
Objection may be obtained from your district office, and 
should be forwarded by registered mail to the Deputy 
Minister of National Revenue for Taxation, Ottawa. 
Upon receipt of the notice of objection, the Minister will 
reconsider the assessment and may either vacate, confirm, or 
vary the assessment. 

If the objection is not allowed, a formal notification will be 
sent to you by registered mail. You may then, if desired, 
appeal to the Tax Court of Canada within 90 days. 
Currently, the law also provides for a further appeal by you 
or the Minister to the Federal Court of Canada. 
Pending the outcome of an impartial review by the 
Department or by a court, there is no requirement to pay 
disputed taxes. However, any tax assessed will be subject to 
normal interest charges. Before appealing a lower court’s 
decision to a higher court, taxes which continue to be in 
dispute must be paid or acceptable security must be posted. 

If you pay or credit certain amounts to a non-resident of 
Canada, you may be required to withhold and remit non- 
resident withholding tax. For further details, obtain 
Information Circular 77- 16R3, Non-Resideni Incorne T a .  

The Department issues a number of forms, Guides and other 
publications for use by the public. A complete listing of these 
publications is contained in Information Circular, 89-1. 
Listed below are publications which may be of assistance to 
you in preparing your 1989 Statement of Income and 
Expenses. Complete the order form located at the back of the 
Guide. You may order by phone, mail, or in person at your 
district office. 

Number 
IT-90 
IT-99R3 
IT- 12 1R3 
IT-131R 
IT-135R 
IT-138R 

IT-143R2 
IT-153R2 

IT- 154R 
IT-179 

IT-200 
IT-2 15R 

IT-220R 

IT-259R2 

IT-267R 

IT-273R 

Title 
What is a Partnership? 
Legal and Accounting Fees 
Election to Capitalize Cost of Borrowed Money 
Convention Expenses 
Investment Interest in a Professional Business 
Computation and Flow-through of Partnership 
Income 
Meaning of Eligible Capital Expenditure 
Land Developers - Subdivision and 
Development Costs and Carrying Charges on 
Land 
Special Reserves 
Change of Fiscal Period; and Special Release 
dated June 13, 1986 
Surface Rentals and Farming Operations 
Reserves, Contingent Accounts and Sinking 
Funds 
Capital Cost Allowance - Proceeds of 
Disposition of Depreciable Property; and Special 
Release dated June 5, 1984 
Exchanges of Property; and Special Release dated 
November 7, 1986 
Capital Cost Allowance - Vessels; and Special 
Release dated March 14, 1985 
Govemment Assistance - General Comments; 
and Special Release dated December 31, 1981 

IT-29 1 R 

IT-3 17R 

IT-321 

IT-331R 
IT-353R2 

IT- 37 8R 
IT-405 

IT-413R 

IT-4 17R 
IT-4 19 
IT-442 
IT-457R 

IT-459 
IT-473 

IT-48 1 
IT-49 1 
IT-492 

IT-504 
IT-5 14 
IT-5 18 
IT-521 

Transfer of Property to a Corporation under 
Subsection 85(1) 
Capital Cost Allowance-Radio and Television 
Equipment 
Insurance Agents and Brokers - Uneamed 
Commissions 
Investment Tax Credit 
Partnership Interest - Some Adjustments to Cost 
Base 
Winding-up of a Partnership 
Inadequate Considerations - Acquisitions and 
Dispositions 
Election by Members of a Partnership under 
subsection 97(2) 
Prepaid Expenses and Deferred Charges 
Meaning of Am’s Length 
Bad Debts and Reserve for Doubtful Debts 
Election by Professionals to Exclude Work in 
Progress from Income 
Adventure or Concem in the Nature of Trade 
Inventory Valuation; and Special Releases dated 
May 25, 1984 and December 5, 1986 
Timber Resource Property and Timber Limits 
Former Business Property 
Capital Cost Allowance - Industrial Minera1 
Mines 
Visual Artists and Writers 
Work Space in Home Expenses 
Food, Beverages and Entertainment Expenses 
Motor Vehicle Expenses Claimed by Self- 
Employed Individuals 

Number Title 
IC71-14R3 The Tax Audit 
IC75-7R3 Reassessment of a Retum of Income 
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IC76- 19R 

IC77- 16R3 
IC78-4R3 
IC78- lOR2 
IC84- 1 

IC86-4R2 

IC89-1 

IC89-4 
IC89-5 

Transfer Of Property To A Corporation Under 
Section 85 
Non-Resident Income Tax 
Investment Tax Credit Rates 
Books and Records RetentiodDestruction 
Revision of Capital Cost Allowance Claims 
and Other Permissive Deductions 
Scientific Research and Experimental 
Development 
List of Forms and Publications Available For 
Use by the Public 
Tax Shelter Reporting 
Partnership Information Retum 

O 

O 

O 

O 

O 

O 

O 

O 

O 

O 

1990 Income Tax Deductions at Source Tables 
1989 - Canada Pension Plan Contribution and 
Unemployment Insurance Premium Tables 
1989 Employer’s and Trustee’s Guide 
1989 Farming Income Tax Guide 
1989 Fishing Income Tax Guide 
1989 Deceased Persons Income Tax Guide 
Canada Pension Plan 1989, Information For The Self- 
Employed 
1989 Capital Gains Tax Guide 
Instalment Guide For Individuals (T7B) 
Guide to the 1989 Partnership Information Return 

Number 

T137 
T1-ADJ 

T4- 1989 
Supplementary 

Supplementary 

Summary - 1989 
T400A 
T2029 

T4A- 1989 

T4-T4A 

T2069 

T2 130 

T22 1 O 

T5003 
Supplementary 
T5004 

T5013 
Supplementary 

Title 
T1 Adjustment Request 
Request for Destruction of Books and 
Records. 
Statement of Remuneration Paid 

Statement of Pension, Retirement, 
Annuity, and Other Income 
Summary of Remuneration Paid 

Notice of Objection 
Waiver in Respect of Three Year Time 
Limit 
Election in Respect of Amounts not 
Deductible as Reserves for the Year of 
Death 
Reconciliation of Net Income per 
Financial Statements with Net Income 
for Tax Purposes 
Verification of Policy Loan Interest by 
the Insurer 
Statement of Tax Shelter Information 

Statement of Tax Shelter Loss or 
Deduction 
Statement of Partnership Income 

CCA may only be claimed on depreciable property which 
is acquired and used to earn income. 
Where property is used partly for business and partly for 
persona1 purposes, you may claim CCA on the business 
portion only. 
CLASS 1 (4%) -most buildings acquired after 1987, 

including component parts such as 
electrical wiring and fixtures, 
plumbing, heating and central air 
conditioning . 

-most buildings acquired after 1978 
and before 1988, including 
component parts such as electrical 
wiring and fixtures, plumbing, 
heating and central air conditioning. 
The cost of an addition or alteration 
to a building described above may 
also be included in this class. If the 
building was included in this class 
because it was acquired after 1978 
and before 1988, the cost of 
additions or aiterations may also be 
added to this class. However, the 
total cost of any additions or 
alterations made after 1987 are 
limited to the lesser of 
0 $500,000, and 

CLASS 3 (5%) 

0 25% of the building’s capital 
cost on December 3 1, 1987. 

Any amount over this limit belongs 
in Class 1. 

-fences, greenhouses, and wooden 
wharves. Most buildings acquired 
after 1978 belong in Class 1 or 
Class 3,  but buildings made of 
frame, log, stucco on frame or 
galvanized or comigated iron 
(including component parts) may be 
included in Class 6, if built without 
footings or other base support below 
ground level. 
The cost of an addition or alteration 
to a building described above may 
also be included in this class. If the 
building was included in this class 
because it was acquired before 
1979, the first $100,000 of additions 
or alterations may also be added to 
this class. Any amount over 
$100,000 belongs in Class 3,  or 
Class 1. 

-canoes, rowboats, scows and most 
other vessels, and their motors, 
fumiture and fittings. Additional 

CLASS 6 (10%) 

CLASS 7 (15%) 
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CLASS 8 (20%) 

CLASS 9 (25%) 

. CLASS 10 (30%) 

information is available in 
Interpretation Bulletin IT-267R and 
Special Release, Capital Cost 
Allowance - Vessels. 

-assets not included in any other 
class, including fixtures, machinery 
and equipment and even certain 
buildings or other structures. 
Also includes the following 
equipment acquired after May 25, 
1976; electrical generating 
equipment with a maximum load 
capacity of not more than 15 
kilowatts, portable electrical 
generating equipment, and 
radiocommunication equipment . 
Note that such equipment acquired 
pnor to May 26, 1976 is included in 
Class 9. Further information is also 
available in Interpretation Bulletin 
IT-3 17R, Capital Cost Allowance- 
Radio and Television Equipment. 
Most outdoor advertising poster 
panels or bulletin boards acquired 
after 1987. 

-aircraft, including furniture, fittings 
or equipment 
attached to the aircraft and spare 
parts. 

automobiles used in a daily car 
rental business or taxis, both of 
which are Class 16 (40%)). Included 
are vans, trucks and tractors, 
portable tools costing more than 
$200 acquired by a business offenng 
them on short-term rentals, harness 
or stable equipment, sleighs, 
wagons, and trailers, most general- 
purpose electronic data processing 
equipment and systems software, 
contractors movable equipment , and 
mechanical equipment acquired for 
logging operations. 

-automotive equipment (except 

CLASS 10.1 (30%) -passenger vehicles acquired before 
September 1, 1989 that cost more 
than $20,000 and passenger vehicles 
acquired after August 31, 1989 that 
cost more than $24,000. Each 
passenger vehicle is included in a 
separate class. 

tableware, kitchen utensils costing 
less than $200, linen, uniforms, 
dies, jigs, patterns, moulds or lasts, 
tools costing less than $200, the 
cutting or shaping part of a machine 
(for example, saw blades), medical 
or dental instruments costing less 

CLASS 12 (100%) -chinaware, cutlery or other 

CLASS 16 (40%) 

CLASS 17 (8%) 

CLASS 22 (50%) 

CLASS 38 

than $200, computer software, but 
not including systems software 
which must be included in Class 10, 
and a videotape cassette acquired 
after February 15, 1984, for the 
purpose of renting, and that is not 
expected to be rented to any one 
person for more than seven days in 
any 30 day penod. 

-taxicabs, vehicles used in a daily car 
rental business and coin operated 
vide0 games or pinball machines. 

-roads, parking lots, sidewaiks, 
airplane runways, storage areas or 
similar surface construction. 

-most power operated, movable 
equipment for excavating , moving, 
placing or compacting earth, rock, 
concrete or asphalt acquired before 
1988. 

-most property acquired after 1987 
that is power operated, movable 
equipment for excavating, moving, 
placing or compacting earth, rock, 
concrete or asphalt. 
The rate of CCA for property 
included in Class 38 will be 30% in 
1990. The transitional rate is 40% 
for 1988 and 35% for 1989. If your 
fiscal penod is not on the calendar 
year basis, you must prorate your 
CCA claim accordingly. For further 
information, contact your district 
offce. 

Leasehold interest (Class 13) 
CCA may be claimed on a leasehold interest in a property, 
but the maximum rate depends on the nature of the leasehold 
interest and the terms of the lease. 

Patent, franchise, concession or licence for a limited 
period (Class 14) 
The amount of CCA that may be claimed is the lesser of 
0 

0 

Wmd-energy conversion equipment (Class 34) 
Equipment that generates electrical energy from wind and 
that was purchased after February 25, 1986 to be used in a 
business may be eligible for full write-off in the fmt three 
years at the rates of 25%, 50%, and 25%, respectively. 
To be eligible for this special write-off, wind energy 
equipment must be certified by the Minister of Energy, 
Mines, and Resources. Eligible items can include fixed 
location wind-driven turbines, related generating, control, 
conditioning, and transmission equipment, support structures, 
and a powerhouse. 

the capital cost of each property apportioned over the life 
of property, and 
the undepreciated capital cost of the property of that 
class at the end of the taxation year. 



Throughout the Guide, we direct you to forms that rnust be 
attached to your retum. We also mention, where 
appropriate, other publications that cover topics in more 
detail. 
If you need one of these forms or a publication, complete 
the order form below. Your order can be filled by your local 

PROVINCE 

district office by mail, telephone, or while you wait. Please 
refer to the 1989 General Tar Guide for addresses and 
telephone numbers. 
If you prefer to mail the order form or leave it in person, 
please print your narne and address on it. If you mail the 
order form, allow three weeks for delivery. 

POSTAL CODE 

CUT-ALONG U N E  

Revenue Canada Revenu Canada l*l Taxation Impôt 






