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NEW FOR 1988 
As you complete your statement of fishing income and expenses and your income tax retum, you Will 
notice there are a number of changes this year. These changes are a result of tax reform, which cornes 
into effect for the 1988 taxation year. 

TO help you identify the major changes, they are shaded in yellow under the heading “New for 1988” 
throughout the Guide. 

DATES TO REMEMBER 

December 31, 1988 - Calculate the amount of your 1988 instalment payment on form T7B, Farmers 
and Fishermen - 1988 and make your instalment payment of tax and Canada Pension Plan 
contributions. 

February 28, 1989 - File your 1988 T4-T4A Retum (form T4-T4A Summary and related forms T4 and 
T4-A Supplementary) and deliver the Supplementary slips to employees. 

February 28, 1989 - File your 1988 T4F Retum (form T4F Summary and related forms T4F 
Supplementary) and deliver the Supplementary slips to insured self-employed fishermen. 

April30, 1989 - File your 1988 income tax retum and pay your balance of tax and Canada Pension 
Plan contributions due. 

April 30, 1989 - File form T2011, Election ro Average Income, if you elect to average your income, 
with your income tax retum. 

The material in this Guide is condensed from the lncome Tax Act, Regulations and Income Tax Application Rules, 1971, the 
Canada Pension Plan and Regulations and the Unemployment Insurance Act and Regulations which contain the terms of the law 
on which your tax, Canada Pension Plan contributions and Unemployment Insurance premiums are determined. This Guide is 
not a legal document; it is intended as a Guide only and not a substitute for the above-mentioned Acts and Regulations. 
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This Guide contains information for a self-employed 
individual who is carrying on a fishing business. The 
information provided Will assist you in calculating the fishing 
income to report on your 1988 rettirn. The 1988 General Tux 
Gueule contains the information for the completion of your 
1988 return. If you are completing a return for a deceased 
taxpayer, obtain the 1988 Deceased Persons’ Income Tax 
Guide. 
The Guide refers to additional forms that you have to attach 
to your return and to departmental publications that caver 
topics in greater detail. As you read through the Guide, list 
the forms and publications you require on the order form 
located on the inside back caver. 
Fishing income includes income from fishing for or catching 
ail types of fish including 
0 shell fïsh, 
0 crustaceans , and 
0 marine animals 
but does not include employment income you receive from a 
person engaged in the business of fishing. 

You may use either the cash or accrual method to calculate 
your fishing income. Once you have chosen one of these 
methods you should continue to use that method in 
subsequent years. 

Cash Method 
Under the cash method, you 
0 report income in the year received, and 
0 deduct expenses in the year paid. 
If you report your income on the cash basis and accept a 
post-dated cheque in payment of a debt, the amount of the 
cheque is normally considered income at the time you receive 
the cheque. If the cheque is not honoured at the time you 
present it for payment, you may make an adjustment to 
income. On the other hand, if you accept a post-dated cheque 
as security for a debt, the amount of the cheque is brought 
into income at either the date the cheque is payable, or the 
date it is negotiated, whichever is earlier. If the debt is not 
payable at the time the post-dated cheque is payable, the 
amount of the cheque is brought into income at the date the 
debt becomes payable or the date the cheque is negotiated, 
whichever is earlier. 
When calculating your income using the cash method, 
inventories are normally not taken into account. However, 
see “Nets and traps” in Chapter 2 for the altemate method 
of claiming for nets and traps. 
A partuership canying on a fishing business may use the 
cash method only if nII partners elect to use this method. 

Accrual Method 
Under the accrual method, you 
0 report ail income in the fiscal period it is earned, 

regardless of when you receive payment, and 

0 deduct expenses in the fiscal period they were incurred, 
whether or not you paid them in that period. 

You must include complete inventories of fish, fish by- 
products, supplies, etc., when calculating income using the 
accrual method. 
The value placed on the items in your year-end inventory is 
important in determining your income. There are two 
methods of valuing an inventory that are acceptable for 
income tax purposes: 
0 valuation of the entire inventory at its fair market value, 

and 
0 valuation of individual items (or classes of items if 

specific items are not readily distinguishable) in the 
inventory at the lower of their cost or fair market value. 

If this is the first year you are reporting fishing business 
income, you may choose the method that is most suitable for 
your type of business. However, if this is not your first year 
of reporting fïshing business income, you must continue to 
use the same method used in the previous year. An exception 
to this is where in the previous year you valued your entire 
inventory at cost. In this case, you must change your method 
of inventory valuation to one of the above methods. 
You Will not have an opening inventory if this is the fust 
year of your fishing business. If this is not your first year of 
business, the value of the inventory at the beginning of the 
period must be the same as the value of the inventory at the 
close of the previous period. 
A physical stock-taking should be carried out at the end of 
each year. 
For more details, obtain Interpretation Bulletin IT-473 and 
Special Releases, Znventory Valuation. 

Changing Your Method 
You may change from the accrual method to the cash method 
by filing a return using the cash method and including a 
statement that properly reflects the changeover adjustments to 
both income and expenses. 
TO change from the cash method to the accrual method, you 
must obtain permission from the Department. Send your 
request, along with the reasons for the change, to the 
Director of your district taxation office. This request must be 
made before the date you are required to file your income tax 
retum for the year in which the change Will occur. For the 
first taxation year in which you report your fishing income 
using the accrual method, your statement of income and 
expenses must show separately the adjustments to income 
and expenses resulting from the change. 

Note: 
The Department Will not approve retroactive changes. 

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 fishing business 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 fishmg business. 
The time-span covered by your statements is your flscaI 
period 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 cari occur when a 
new business begins or when a business cesses to exist. 
bicorne from a fishmg business is reported in the taxation 
year in which the fiscal period ends. For example, you report 
income for the fiscal period April 1, 1987 to March 31, 1988 
on your 1988 retum because the fiscal period ends in the 
1988 taxation year. 
Once you choose a fiscal period for a fishing business you 
cari only change it if you first obtain approval from the 
Director of your district taxation office. .A request to change 
your fiscal period Will be approved if it is made for sound 
business reasons. A change Will not be permitted if the main 
reason is to minimize taxes. For additional information, 
obtain Interpretation Bulletin II-179 and Special Release, 
Change of Fiscal Period. 

TO determine your profit or loss at the end of each year, you 
must keep a record of all your business transactions. The 
type of records you keep depends on whether you 
0 fish on a share basis, or 
l pay your crew a wage. 
If you own or rent a fishing vessel, and 
0 fïsh on a share basis: 

record the gross income, the trip expenses, and each 
person’s share for each trip. If you are the designated 
employer for the self-employed fishermen in the crew, 
you must also complete a T4F Supplementary for each 
sharesman. For information on the designation of 
employer and determination of the selfemployed 
fishermen’s eamings, obtain the pamphlet, 
Urwnployment Insurance Coverage Information for Self- 
employed Fishermen. 

l pay.your crew a wage: 
record the income from each landing and the wages and 
expenses paid. You must complete a T4 supplementary 
for each crew member, deduct and remit income tax, 
Unemployment Insurance premiums and Canada or 
Quebec Pension Plan contributions. 

The examples in tbis chapter show the type of records that 
you should keep. 
Keep a separate permanent record of assets on which you 
may claim capital cost allowance. Fishmg vessels, radar and 
radio equipment are examples of these types of assets. The 

record should show from whom the asset was acquired as 
well as the cost and the date obtained. With this permanent 
record keep all the documents relating to your acquisitions. 
For example, keep 
l the contract for the purchase of a fishing vessel, 
0 agreements with the Fisheries Loan Board, and 
0 invoices for the purchase of equipment, etc. 
When you sel1 or trade an asset, show the date you disposed 
of it and the amount you received or were allowed on trade- 
in. 
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 at a reasonable cost. 
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. 
It is your responsibility to obtain receipts and vouchers to 
support all items of income and expenses. Vouchers should 
include a copy of 
0 the sales slips for each landing, 
l trip settlement sheets, and 
0 slips or a record of sales to the general public, retailers, 

restaurants, etc. 
If the supplier does not issue vouchers, you should keep a 
detailed record showing 
0 to whom the amount was paid, 
l the date of payment, 
l the goods or services purchased, and 
0 the amount paid. 
If you do not keep receipts or other vouchers to support your 
expenses and there is no other evidence available, we may 
reduce the expenses claimed. For further information, obtain 
Information Circular 76-4R2, Unvouchered Expenditures. 
You must keep business records and supporting documents 
for at least six years from the end of the last taxation year to 
which they relate. If you filed your return late, keep your 
records and supporting documents for six years from the date 
you filed that retum. Also, you must 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 must apply in writing to the Director 
of the district taxation office in your area. For further details, 
obtain Information Circular 78-lOR, Books and Records 
RetentionlDestruction. 
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EXAMPLE - FISHING.ON SHARE BASIS 
SUMMARY SHEET FOR FISHING BOAT 

DATE 

Feb. 14 
Mar. 10 
Mar. 19 

GROS BOAT OIL 
STOCK SHARE 

$10.000.00 $ 4,ooo.oo $300.00 
30,ow.oo 12.000.00 300.00 
20,000.00 8.000.00 300.00 

BAIT 

$400.00 
4oo.w 
400.00 

ICE 

$200.00 
200.00 
200.00 

FOOD CAPTAIN’S CREWMAN CREWMAN CREWMAN CREWMAN TOTALS 
COMMISSION #l #2 #3 x4 

$300.00 $200.00 $1.150.00 $1.150.00 $1,150.00 $1.150.00 $10.000.00 
300.00 600.00 4.050.60 4p50.60 4,050.09 4,050.oo 30.ow.00 
300.00 400.00 2.600.00 2.600.00 2,600.olI 2.600.00 20,000.00 

TOTALS 

SUMMARY SHEET FOR BOAT AND OTHER EXPENSES 

Rental Services 
Fisherman’s Loan 

TOTALS I 

BOAT 
REPAIRS 

ENGINE 
REPAIRS 

$800.00 
$2.250.00 

$65.00 

NTEREST 
3N LOAN 

NETS, WAGES ---l-- TRAPS 
TWINE DESCRIPTION AMOUNT 

Car Repairs 

Sounder 

$ 75.00 

$3000.00 

EXAMPLE - OTHER THAN FISHING ON SHARE BASIS 
SUMMARY SHEET FOR SALES 

DATE TO WHOM SOLD GROSS LANDINGS DEDUCTED FROM SALES PROCEEDS NET CASH 
GAS BAIT OTHER RECEIVED 

Jan. 16 Fish Packers $1.000.00 $36.50 $74.90 $20.00 $668.60 
20 Fish Packers 600.00 20.00 36.00 10.00 734.00 
21 J. Restaurant - no Fish slip 100.00 loo.w 
25 Fish Packers 940.00 32.00 56.00 12.00 640.00 

TOTALS 

DATE TO WHOM PAID BOAT 
REPAIRS 

Jan. 4 X Suppliers 
5 Ship Yard a3w.00 
7 Provincial GO~. 

; 
B. Insurance 

12 
:To;yce Station 

31 Fisherman’s Loan 

TOTALS l I 

This Guide includes two copies of each of the following 
forms: 
l Form TlA - Request for Loss Carry-Back 

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

l Form T2011 - Election to Average Income (Five-year 
block averaging) 
You must use this form to elect to 
average your income under the five-year 
block averaging provisions available to 
farmers and fishermen. Chapter 6 in this 
Guide contains instructions for 
completing this form. Attach the 
completed form to your retum and mail 
them to your taxation centre by April30, 
1989. 

SUMMARY SHEET FOR EXPENSES 
(Other than those deducted on Fish Slips) 

ENGINE 
REPAIRS 

WAGES 
PAID 

$65.00 

BAIT GAS FOR 
BOAT 

ROPE MOTOR MATERIALS OTHER 
VEHICLE TFAPS- DESCRIPTION AMOUNT 

EXPENSES NETS 

$25.00 885.00 

Fishing $ 7.00 
$280.00 Licence 

16.00 

Interest 175.00 

The totals woold be used to complete the Statement of Fishing 
home and Expenses, form TZ 12 1. 

0 Form T2038 - Investment Tax Credit (Individuals) 
If you acquired property in 1988 that is 
eligible for the investment tax credit, 
complete this form and submit it with 
your 1988 retum. You must do this 
whether or not you are claiming an 
investment tax credit for 1988. You 
should also complete this form if you are 
claiming an investment tax credit carried 
forward from a previous year. For 
details on this credit, refer to Chapter 9 
in this Guide. 

l Form T2041 - Capital Cost Allowance Schedule for 
Fat-mers and Fishermen 

l Form T2121 - Statement of Fishing Income and 
Expenses 

Forms T2041 and T2121 were developed to help taxpayers 
prepare the statements necessary for income tax purposes. 
Their use is optional. Additional copies are available at your 
district taxation office. 
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Form T2121, Statement of Fishing Income ana’ Expenses is 
an example of the type of statement you must prepare to 
report the income and expenses from your fïshing business. 
This chapter discusses some of the income and expense items 
shown on form T2121. For your convenience this Guide 
contains two copies of this form. You may use them if you 
report your income using the cash method. 
Attach one copy of yow Statement of Fishing Zncome and 
Expenses to page 3 of your return. Keep a copy for your 
records. 
On the statement, show only your income and expenses from 
fishing. If you are a partner in a fishing business, include the 
total income and expenses of the partnership and complete a 
partnership schedule. The reverse of form T2121 provides a 
sample schedule for this purpose. For more information on 
partnerships refer to Chapter 7 of this Guide. 
If you have another business in addition to fishing, you must 
prepare separate statements for that business. You may use 
form T2124, Statement of Zncome and Expensesfrom a 
Business, which you may obtairi at your district taxation 
office along with the 1988 Business and Professional Income 
Tan Gui&. 

Form T2121, Statement of Fishing Income and Expenses lists 
the most common income items you must report. If you have 
other items of fishing income that do not appear on this 
statement 
0 use the spaces provided to describe them, or 
l list them on a separate sheet of paper and attach it to 

your retum. 

T4F - Statement of Fishing Income 
You must keep a detailed record of all income received. 
Your T4F slip, Statement of Fishing Income, may not contain 
all of the income you eamed during the year. 
Income tax deducted from your self-employed fishing income 
Will be shown on your T4F slip. If your fiscal period ends on 
December 31, the total tax withheld must be included on line 
470 on page 4 of your return. If your fiscal period ends on 
other than December 3 1, you may include on line 470 either 
0 the total tax withheld in the year, or 
0 the portion of the tax withheld which relates to the fiscal 

period ending in 1988. 
The balance would then be included in the next year. In 
either case, you must include your 1988 T4F slip with your 
1988 return. 

Income from sale of fïsh and other marine products 
Include all amounts you receive from the sale of fish, lobster, 
scallops, etc., to the public, retailers, restaurants, etc., in 
your flshing income. If you sel1 fish on the high seas, you 

must report the amount received in Canadian funds, 
converted at the exchange rate in effect at the time you 
received the income. 

You must also include any income you receive from the sale 
of Irish mass, herring scales, herring roc, seal meat and 
flippers, seaweed, kelp, and roe on kelp. 
Some fïsh dealers pay you for transporting the fish. If you 
receive an amount for such transportation, you must also 
include this in your income. 

Other related income 
You may receive amounts that have not been reported on 
T4F slips for miscellaneous services you have performed for 
the fishing vesse1 owner, apart from your share of the catch. 
Such amounts may be in relation to duties performed as 
captain, engineer, first mate, Cook, etc., as well as amounts 
received for assisting in fishing vesse1 repairs, trucking fish 
or the selling of fishing gear and bait. Include these amounts 
as other income. 
If a fishing vesse1 owner pays you a wage and, as an 
incentive, the owner allows you to take the catch from a 
certain number of traps and keep the sale proceeds, you must 
include the amounts received in your income. 
If you are a resident of Canada and you fish on a foreign 
fishing vessel, you must report any income you receive from 
the fïshing vesse1 owner as a wage or share of the catch on 
your Canadian income tax retum. You must report the 
amount received in Canadian funds. 

Patronage dividends 
Al1 patronage dividends you receive, other than those for 
consumer goods or services, are taxable in the taxation year 
in which you receive them. If you receive a patronage 
dividend that is a share or a certificate of indebtedness, you 
are considered to have received the patronage dividend at the 
time you received the share or certificate. 

Government grants and subsidies 
If you receive a grant from a government or a govemment 
agency that 
0 increases your income or reduces your expenses, or 
0 relates to an income deficiency, or 
l relates to specific expenses, 
you must either add the grant to income or deduct it from the 
specific expense . 
The following are examples of grants you must add to your 
income: 
0 deficiency payments under the Fisheries Development 

Act to offshore and inshore groundfish fishermen, 
0 deficiency payments under the Fisheries Price Support 

Act to supplement low fish prices, such as the 
groundfish and herring subsidies. 

If you received a govemment grant to assist you in 
purchasing depreciable property (such as a fishing vessel), 
you must reduce the cost of the property for capital cost 
allowance (depreciation) and investment tax credit purposes. 
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An example of a grant of this nature is one received under 
the Commercial and Fishing Vessels Subsidies Program for 
new commercial and fishing vessels constructed in Canada. 
Unless the Income Tax Act specifically requires a different 
treatment (for example, that noted above for a government 
grant received in respect of a depreciable property) most 
inducements, reimbursements, contributions, and 
allowances received in the course of eaming fishing income 
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. 
Obtain Interpretation Bulletin IT-273R and Special Release, 
Government Asssistance - General Comments, for more 
details. 

Groundfish gill net buy-back program payments 
Treat any payments you receive under the groundfish gill net 
buy-back program as follows: 
0 If you capitalized the nets, you must reduce the 

undepreciated balance remaining in the class by the 
payment received. If this results in a capital cost 
allowance recapture, you must report the recapture as 
income in the year. 

l If you inventoried the nets, you must reduce any loss on 
the nets that you claimed as an expense by the payment 
received. If the payment you receive exceeds the value 
of the inventory of nets on hand, you must report the 
excess as income in the year. 

Rebates or bonuses 
Report as income any rebates you receive on the purchase of 
supplies, fuel, insurance, etc., as well as any bonuses you 
receive from fïshing vesse1 owners and buyers. 
If you receive a Federal Excise Tax rebate for gasoline used 
for your fishing business you must either 
0 add the rebate to your fishing income, or 
0 deduct it from your gasoline expense. 

Payment of debts with part of catch 
You must include as a separate income item the value of any 
fish or other catch given to another person 
0 to settle a business or personal liability , or 
l as part of the purchase price of a property. 
If any liability SO settled was for a business expense, you 
also show the value as an expense item. 

Sale of property 
If you sel1 a capital property you may have to include certain 
amounts in your income such as 
0 recovery of capital cost allowance, commonly known as 

recapture, and 
0 two-thirds of any capital gains you realize. 

These items are discussed in more detail later in this Guide. 
If you sel1 property such as small tools that you have 
previously charged directly to expense, you must add any 
amounts received to your income. 
If you sel1 a fishing vesse1 and the selling price includes 
other items such as a fishing license, nets and traps, etc., you 

must distribute the total selling price among the various items 
sold. At the time of the sale, you and the purchaser should 
attempt to reach an agreement as to how much of the total 
selling price you are assigning to each item. 

Example 
Item Amount Tax Treatment 
Fishing vesse1 $20,000.00 Vendor - deduction 

from class 
Purchaser - addition to 
class 

Nets, Traps 7,OOO.OO Vendor - income or 
deduction from class 
Purchaser - see “Nets 
and Traps” under 
expenses 

Fishing License 5,OOO.OO See Chapter 4 on 
Eligible Capital 
Expenditures 

Hooks, Lines, etc. 500.00 Vendor - income 
Purchaser - expense 

Total Selling Price $32.500.00 

Compensation for loss of fishing income or property 
If you receive compensation for lost or destroyed nets and 
traps included in your inventory, you must add the amount to 
your income. As well, if you receive compensation for loss 
of profits, you must add the amount you receive to your 
income. 
Any compensation received for lost or destroyed capital 
property, such as a fîshmg vesse1 or equipment, is considered 
to be the proceeds of disposition of that property and is 
deducted from the undepreciated capital cost of that class. 

Insurance proceeds 
If you receive insurance proceeds for an item previously 
claimed as an expense, you must add thé amount received to 
your income. If the amount you receive is for a capital 
property that was lost or destroyed, it is considered to be the 
proceeds of disposition of that property and you must deduct 
it from the undepreciated capital cost of the class. 

Amounts not to be reported as fishing income 
Your fishing income does not include salaries, wages, 
council fees, interest and other investment income, Old Age 
Security pension, Canada or Quebec Pension Plan benefits, 
Unemployment Insurance benefïts, etc. Instead, report these 
types of income on page 1 of your retum and, in the case of 
investment income, also on Schedule 4. 

Do NOT include as income 

0 War Disability Pensions, 
0 money you have borrowed, or 
0 money you have inherited. 
Refer to your 1988 General Tax Guide for other amounts that 
you do not include in income. 

The most common expense items allowed as deductions for 
the year are outlined below in the same order as they appear 
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on form T2121, Statement of Fishing Zncome and Expenses. 
If you have other types of fishing expenses that do not appear 
on this statement, use the spaces provided to describe them. 
You may only claim amounts spent to eam income from 
fïshing as expenses. 

Prepaid expenses 
If you are using the cash method to calculate your fishing 
income, and you have prepaid expenses, you may deduct the 
amounts paid in the year only if a binding contract exists 
between you and the supplier. 
If you are using the accmal method to calculate your income, 
you must claim any expense you prepay in the year(s) in 
which you receive the related benefit. 

Who may claim expenses? 
Generally, owners of fishing vessels, captains of fishing 
vessels, and sharesmen who receive a share of the catch are 
considered to be self-employed fishermen. Therefore, they 
may claim any expenses they incur to earn their fïshing 
income. 

Fishing vesse1 owners 
If you are a fishing vesse1 owner you may claim ail the 
expenses incurred during each trip, including the expenses to 
calculate the crew shares. For expenses conceming food, 
refer to the item ‘ ‘Food provisions” in this chapter. You may 
also claim any other expenses you pay to eam your fishing 
income, as well as capital cost allowance on property owned 
and used for fishing. 

Captains of fishing vessels 
If you are a captain of the fishing vesse1 you may claim 
expenses not paid by the fishing vesse1 owner that you paid 
to eam income. These expenses include the cost of personal 
navigational aids and rubber gear. A captain may also claim 
automobile expenses for the transportation of crew members 
and the gathering of supplies and parts used on the fishing 
vessel. However, you cannot claim the cost of driving 
between your home and the fishing vesse1 as this is a 
personal expense. Also, a captain cannot claim operating 
expenses or capital cost allowance on a personal residence. 

Sharesmen 
A sharesman’s income is generally determined after all trip 
expenses have been deducted from the sale proceeds of the 
catch. Therefore, the only expenses a sharesman may 
normally claim are the amounts paid for mbber gear, gloves, 
and knives required for use on the fïshing vessel. If you are a 
sharesman you cannot deduct the costs you incur for 
travelling between your residence and the fishing vessel. 
These costs are personal expenses and are not deductible. 

Note: 
Fishing vesse1 owners, captains and sharesmen cannot 
duplicate expense claims. For example, expenses such as 
fuel, food ami ice claimed by the fishing vesse1 owner in the 
calculation of income to be shared may not be claimed by 
anyone else. 

Fishing vesse1 used primarily for persona1 use 
If you maintain a property for personal use or benefit and not 
in connection with a business carried on with a reasonable 
expectation of profit, any expenses of that property are 
considered to be personal or living expenses. As such, you 

cannot deduct these expenses when you calculate your 
income. 
This would be the case if you are an owner who uses the 
vesse1 mainly for persona1 pleasure and catches only a small 
amount of fïsh for sale. You cannot deduct a loss from this 
source as a fishing loss as it is considered a personal or 
living expense. 

Salaries and wages 
You may claim the wages paid to members of your crew as 
an expense. 
Normally, you must deduct Canada or Quebec Pension Plan 
contributions, Unemployment Insurance premiums, and 
income tax from wages you paid to your crew’members. For 
exceptions to this rule, refer to the employers’ instructions in 
the Canada Pension Plan Contribution ana’ Unemployment 
Znsurance Premium Z’abEes. However, as you claim the total 
wages paid to the crew members as an expense, you cannot 
claim the amounts withheld on their behalf as a separate 
expense. You may claim the employer’s portion of Canada or 
Quebec Pension Plan contributions and unemployment 
insurance premiums as an expense. 
Each year you must report the wages paid to your employees, 
as well as the amounts withheld, on a T4 supplementary slip. 
This would include wages you paid to individuals for 
repairing and painting your fishing Yessel, cutting bait, 
baiting tcawl, shucking scallops, lumpers, standing watch, 
etc. 
You must also complete a T4-T4A Retum consisting of a T4- 
T4A Summary and the related T4 and T4A Supplementaries. 
For your 1988 taxation year, you must complete this return 
and mail it to your Taxation Centre by February 28, 1989. 
Your employees must also be given their copies of the T4 
and T4A supplementaries by February 28, 1989. For 
instructions on how to complete the T4-T4A Retum obtain 
the Z988 Employer’s and Trustee’s Guide. 

Keep a detailed record of the amounts paid to each employee 
along with the employee’s name, address and Social 
Insurance Number . 
The wages you pay to your Child are normally allowed as an 
expense if 
l you actually pay the wages, 
0 the services provided by the Child were necessary for 

eaming fishing income and would otherwise have 
required the employment of some other person, and 

l the wages are reasonable, considering the age of the 
Child and the amount you would pay to another person 
for the same work. 

If you pay your Child by cheque, the cancelled cheque is 
sufflcient 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. 
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. 

Crew shares 
This amount is shown on the trip settlement sheets as each 
crew member’s share of the catch. 
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Insurance 
You may claim the amounts paid for insuring your fishing 
vesse1 and equipment as an expense. In Quebec, the province 
reimburses a part of the cost of this insurance. If you are 
reimbursed for any part of the cost of this insurance, you 
must reduce your claim by this amount. 
Generally you cannot claim the amounts paid for insuring 
your persona1 property, such as your home or your car. 
However, if you are using a property for both business and 
personal use, you may claim the portion of the amounts paid 
that relates to business use. For more information refer to the 
sections “Motor vehicle expenses” and “Business use of 
home.” You may not claim life insurance or similar 
premiums paid. 

Interest expense 
You may claim interest on money borrowed to eam your 
fishing income, for example, interest on money borrowed to 
buy a fishing vessel, engine, gear, etc. You cannot claim as 
an expense: 
0 interest on money borrowed for persona1 purposes, 
0 interest on overdue income taxes, or 
l the principal portion of loan or mortgage payments. 
New for 1988 
If your 1988 fiscal period begins after June 17, 1987 there is 
a limit on the interest you may deduct on money borrowed to 
purchase a “passenger vehicle” used in your fishing 
business. For more information, refer to the section, “Motor 
vehicle expenses. ” 

Food provisions 
The payments made for providing food for offshore fishing 
vessels is a deductible expense to self-employed fishermen, if 
the food is for consumption at sea. Generally, inshore 
fishermen do not purchase food provisions for their fïshing 
vessels, but bring lunches from home. Since the trips for 
these fishermen are normally of short duration (for example, 
leave home eariy moming and retum late aftemoon), it is not 
necessary to stock food provisions. Therefore, you cannot 
deduct amounts paid for these lunches as an expense. 
If you are a self-employed fisherman and you hire a crew 
member (not sharesman) or other helper and as well as 
paying a salary or wage you also supply meals, the value of 
the meal is normally a taxable benefît to the employee. 
However, if the fishing vesse1 is at sea for 36 hours or more, 

l it is considered a special work site. In this case the value of 
the meals you supplied to a crew member is not a taxable 
benefit. 

Gasoline and oil 
Claim the costs of gasoline and oil that you use for your 
fishing vesse1 and equipment. If you use your car to eam 
income from fishing, see “Motor vehicle expenses” below. 
Gear 
Gear includes knives, small miscellaneous supplies, gloves, 
and rubber or oilskin clothing purchased for your fishing 
business. The cost of other clothing is considered to be a 
personal expense and may not be claimed. 

License 
Claim only the cost of renewing your annual licenses. If you 
purchase a license from another fisherman, you may only 
claim part of the cost each year. For details on calculating 

Expenditures. ” If you purchased a fishing vesse1 and the 
total purchase price includes the cost of a fishing license, you 
must distribute the purchase price between the fishing vesse1 
and the license. At the time of the sale, you and the seller 
should attempt to reach an agreement as to how much of the 
total selling price you are assigning to the license and to the 
vesse1 _ 

Nets and traps 
Nets and traps include lines, hooks, buoys, anchors and radar 
reflectors . 
Generally, you cannot claim the full cost of nets and traps 
purchased in the year as an expense. There are two methods 
you cari use to charge these costs against income: 

Method 1 
You may capitalize the cost of the nets and traps and each 
year claim a deduction called capital cost allowance. For 
more details on capital cost allowance claims please see 
Chapter 3 of this Guide. 

Method 2 
The nets and traps may be inventoried and the actual loss in 
value established and claimed as shown in the following 
example: 

Value of nets, traps, twine, etc., on 
hand at the end of last year as 
reported on your retum for last year . . $ 750 
Add: 

Subtotal 
Deduct: 

Cost of nets and traps 
purchased $200 
Cost of twine and other net 
and trap materials 
purchased (do not include 
the value of your own 
labour) . . . . . . . . . . . . . . . . . . . . . 125 325” 
..<................<......... $1,075 

Value of nets, traps, 
twine, etc., on hand at the 
end of this year $700** 
Proceeds from sale and 
insurance of nets, traps, 
twine, etc.. . . . . . . . . . . . . . . . 150 

850 
Loss on nets and traps claimed as an expense . . . $ 225 

*If you use this method, ensure that you do not claim 
this amount as an expense on your income statement. 

**The value of nets and traps on hand is the amount you 
would receive if you sold them to another fisherman. 

If you are just starting a fishing business, you must choose 
one of the two methods described above. However, if your 
fishing operation has been in existence for several years and 
you have consistently claimed the cost of replacing nets and 
traps as a direct expense each year, you may continue to do 
SO, or you may change to one of the two methods described 
above. 
If a change-over is made during the year, the value of nets 
and traps on hand at the end of the previous year would be 
zero, (they have already been claimed as an expense in prior 
years). Once a change is made, a fisherman cannot revert to 
claiming replacement costs . 
You may change from the inventory method to the capital 
cost allowance method but not vice versa. 
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Small tools 
If the cost of a tool is less than $200, you may claim the full 
cost as capital cost allowance in the year of purchase. 

Motor vehicle expenses 
If you use a motor vehicle for business purposes, you may 
claim only that portion of the total expenses for the vehicle 
that relates to business use. Business usage includes trips 
made to pick up parts or supplies for your tïshing vessel, 
deliveries of fish .to markets, etc., but does not include the 
distance travelled between your home and the fishing vessel. 
TO support the amount claimed, it is important to keep a 
record of the amount of usage for each purpose. 

New for 1988 
If your 1988 fiscal period starts after June 17, 1987, it is 
necessary to determine if your motor vehicle is a “passenger 
vehicle.” Passenger vehicles are subject to limits on the 
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 discussed in 
Chapter 4 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 
primatily 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 
a a station wagon, van or similar vehicle if it is 

permanently equipped to carry only a driver and no more 
than two passengers, or 

l a pick-up truck, van or similar vehicle designed or 
adapted to carry no more tban a driver and two 
passengers and used primarily to transport goods or 
equipment in the course of business. 

Note: 
The vehicles described above as exceptions are motor 
vehicles net passenger vehicles. Therefore, they are not 
subject to the interest and leasing cost limitations. 

Example 
Jim’s fishing business has a December 31, 1988 fiscal 
year-end. Throughout 1988 he owned a pick-up truck that 
he uses in his business for transporting nets and other 
fishing equipment. The truck is permanently equipped to 
carry a driver and two passengers. During the year Jim 
recorded the following information concerning the truck 
Business kilometres . . . . . . . . . . . . . . . . . . . . . . . . . . 27,000 km 
Total kilometres . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,000 km 
Gasoline and oil. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,500 
Repairs and maintenance.. . . . . . . . . . . . . . . . . . . . 500 
Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,000 
Interest (on loan to purchase truck). . . . . . . . . . . 1,900 

License and registration fees . . . . . . . . . . . . . . . . . 100 
Total expenses for the truck . . . . . . . . . . . . . . . . . . $7,000 

As the truck is permanently equipped to carry only a driver 
and two passengers and is used primarily for transporting 
his equipment, it is not a ‘ ‘passenger vehicle” and 
therefore the interest expense included in his total expenses 
for the truck is not restricted. The motor vehicle expense 
that Jim may claim for the pick-up truck in 1988 is $6,300 
and is calculated as follows: 

Business kilometres 27,000 

Total kilometres = 30,000 
x $7,000 = $6,300 

Interest on money borrowed for a passenger vehicle 
There is now a limit on the interest you may deduct on 
money borrowed to purchm, or an amount payable for the 
acquisition of, a passenger vehicle used in a business. Your 
claim caunot be more than $8.33 multiplied by the number of 
days for which the interest was paid. 
If you are paying interest on any debt resulting from the 
acquisition of your passenger vehicle and you are using the 
cash method to report your income, complete Chart 1 to 
calculate your available interest expense. If you are usiug the 
accrual method, obtain the 2988 Business and Profession& 
Income Tcuc Guide. 

Example 
Frank’s fishing business has a December 31, 1988 fiscal 
year-end. In September 1987 he purchased a new car that 
he uses for bath personal and business purposes. He 
borrowed money to purchase the car and the interest paid 
on this loan in 1988 was $5,000. Frank recorded the 
following information concerning the car for 1988: 
Business kilometres . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,000 km 
Total kilometres . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .25,OOOkm 
Gasoline and oil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,000 
Repairs and maintenance . . . . . . . . . . . . . . . . . . . . . . 1,000 
Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,900 
Interest (on loan to purchase car) . . . . . . . . . . . . . . 3,050 * 
License and registration fees.. . . . . . . . . . . . . . . . . . 50 
Total car expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8,000 

* As Frank purchased a car after June 17, 1987 that does 
not Seat more than eight passengers, it is considered to 
be a passenger vehicle. As a result the interest expense 
he may include in his total car expenses is limited to 
$3,050. The available interest expense is the lesser of: 
0 the total car loan interest paid in 1988 of $5,000, and 

the number of 

. $8.33 x 
days for which 
the interest was =$8.33x366= $3,050 

paid 
The motor vehicle expense that Frank may claim for his 
car in 1988 is $6,400 and is calculated as follows: 

Business kilometres 20,000 
X- 

Total kilometres 25,000 
x $8,000 = $6,400 
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Leasing cnsts for a passenger vehicle 
If you lease rather than purchase a passenger vehicle to use 
in your fishing business, there is now a limit on the leasing 
costs you may deduct. 
If you are leasing a passenger vehicle and are using the cash 
method tc report your income, complete Chart 2 to calculatc 
your available leasing cost. If you are using the accrual 
method, obtain the 1988 Business and Professional Incorne 
T a  Guide. 

CHART 2 
Enîerth totallease ckge?spaid in the 
year for tbe vphicle -(1) 
Enter tk total lease paytoeots dehtcted in 
previous pjns for the vehide -a 
Enter tk mal nutnber of days the vehick 
was Ieased in fhis soà previws years I3) 
Enter tbe m m u f m ’ s  list 
priœ plus the provinciai d e s  
tax that would ~ V G  been 

vehick. 
payabk w the iist price of the 

Example 
Liam’s fishing business has a December 31 fiscal year- 
end. On August 1, 1987 he started leasing a car that is a 
“passenger vehicle.” The car is used for both business 
and personal purposes. Liam recorded the following 
information concerning the ca r  
Business kilomemes for 1988 . . . . . . . . . . . . . . .  1 2 . 0 0 0 h  
Total kilometres for 1988.. . . . . . . . . . . . . . . . . .  24.000h 
Gasoline and oil ............................ $ 2 ; W  
Insurance 1,192 ............................ 
Leasing cost ....................... 5.808* 
Total car expenses for 1988 . . . . . . . .  $9,ooo 

Monthly lease payment $550 
h a s e  payments for 1988 $6.600 
i ease  payments deducted in 1987 $2,750 
Manufacturer’s suggested list pnce $25,000 
Provincial sales tax $1,750 
No. of days in 1988 the car was leased 365 
No. of days in 1987 the car was leased 153 
* As Liam is leasing a “passenger vehicle,” the leasing 

cost he may include in his total car expenses is limited to 
$5,808. It is calculated by completing Chart 2 as 
follows: 

- 

CHART 2 
Enter the total lease charges paid in the 

Enter the total lease payments deducted in 

Enter the total number of days the vehicle 

Enter the manufacturer’s list 
pnce plus the provincial sales 
tax that would have k e n  
payable on the list price of the 

Enter the greater of 
$23,529 and line (4) $ 2 6 . 7 5 0 8 5 8 =  $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 $l,ooO. It is calculated using the 
prescnhed rate of interest for each year the 
refundable amounts are outstanding (sez  
note below). O ( 6 )  
Calculate and enter the imputed interest that 
would have been earned during the period 
for which the lease charges were paid on 
that pari of the total of al1 refundable 
deposits for a vehicle that exceeds $1 ,W. 
It is calculated using the prescnbed rate of 
interest for the penod during which the 
refundable amounts were outstanding (see 

Enter the total of al1 reimbursements 
receivable by you for thii year and 
previous years in respect of the leased 

Enter the total of al1 reimbursements 
receivable by you for this year in respect 

year for the vehicle $6,600(1) 

previous years for the vehicle $2.750(2) 

was leased in this and previous years 5 1 8 ( 3 )  

vehicle. $26.750 (4) 

note below). O ( 7 1  

vehicle. O@) 

of the leased vehicle. O ( 9 )  
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$600 x 518 
- $2,750,- 0 - 0 = $7.610( 

1 
$20,3& 
$22,738 

x$6,600]-O-O= $5,808( 

Your available leasing cost is the lesser of 
line (10) and line (11) $5,808 

10) 

31) 

The motor vehicle expense that Liam may claim for the 
leased car in 1988 is $4,500 and is calculated as follows: 
Business kilometres 12,000 

Total kilometres = 24,000 
x $9,ooo = $4,500 

If a motor vehicle is owned jointly by two OI more persons, 
there is a limit on the deduction of capital cost allowance, 
interest and leasing C&a 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. 
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 
tbe year and the expenses incurred for each vehicle. 
For more details, obtain the new Interpretation Bulletin, 
Motor Vehicle Expenses Claimed By SeEf-Employed 
Individua Ls . 

Fishing vesse1 repairs 
You may claim payments made for general repairs to keep 
your fishing vesse1 in a seaworthy condition, including those 
made as a result of government inspections, as an expense. 
If you make structural improvements and additions to a 
fishing vessel, you must capitalize these costs. 

Engine repairs 
You may claim payments made for all general engine repairs 
including the cost of an engine overhaul. However, you must 
capitalize the cost of replacing an engine. 

Electrical equipment repairs 
You may claim all repairs to a loran, sounder, radar, ship to 
shore radio, fish fmder, etc. 

Legal expenses 
Generally, you may deduct legal fees paid as an expense if 
you incurred them to eam fishing income. 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. 
For example, the cost of a fishing vesse1 for capital cost 
allowance purposes is the actual purchase price of tbe vesse1 
plus the legal fees incurred to purchase it. 
Also, you may deduct fees and expenses if you incurred them 
to 
l obtain advice and assistance in preparing and filing your 

retum, or 
0 prepare, institute or make an informal representation, 

objection, or appeal against an assessment of income 
tax, Unemployment Insurance premiums or Canada 
Pension Plan contributions. 

However, 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 details, obtain Interpretation Bulletin IT-99R3, 
Legal and Accounting Fees. 

Capital cost allowance 
Enter your capital cost allowance claim as calculated on form 
T2041. Sec Chapter 3 for information on claiming capital 
cost allowance. 

Allowance on eligible capital property 
This allowance is explained in more detail in Chapter 4, 
‘ ‘Eligible Capital Expenditures. ’ ’ 

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 income and expense statement. 
The lower portion of form T2121 is designed to provide for 
the more common adjustments required such as 
0 salary or wages paid to self and/or partner(s>, 
0 non-allowable expenses, and 
0 personal or non-business portion of expenses claimed. 

Note: 
Any item you reported correctly for income tan purposes in 
the income and expense area of form T2121 Will not require 
further adjustment in this section. 
Beghming in 1988, if you are a sole proprietor and are using 
yonr home for business purposes, you may calculate the 
allowable portion of your home expenses and deduct them in 
this area. See the section entitled, “Business use of home” 
below for details. 

Salary or wages paid to self and/or partners 
If you are a sole proprietor and included a salary you paid to 
yourself in your fishing statement of income and expenses, 
you must add it back to determine your net income for tax 
purposes. A partnership agreement may provide for the 
payment of salaries to the 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. 

Non-allowable expenses 
You cannot deduct charitable donations as expenses when 
you are calculating your income from a fishing business. If 
you included any charitable donations in your statement of 
expenses you must: 
0 add them back to income, and 
a enter them on line 340 on page 2 of your retum. 
You must also adjust the income or loss from your business 
if you claimed certain items that are not deductible. These 
include adjustments for: 
0 personal expenses, 
0 interest and penalties on income tax, 
0 political donations, 
l life insurance premiums, and 
0 fines and penalties. 
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Business use of home 

New for 1988 
For a11 fiscal periods starting after 1987, you may only claim 
expenses for the business use of a work space in your home 
if either: 
l the work space is your principal place of business, or 
l you only use the work space to eam income from your 

fishing business and you use it on a continuous and 
regular basis for meeting your customers. 

Also, the expenses you may deduct for the business use of 
your home cannot exceed the income from the fishing 
business for which you use the work space. This means that 
you must not use these expenses to create or increase your 
fishing 10s~. You may carry forward any expenses that are 
not deductible in the year and deduct them, subject to the 
same limitation, from the income of this fishing business in 
the following year. 

Note: 
If your fiscal period began in 1987 and ends in 1988, the 
new limitation on the expenses you may deduct for the 
business use of your home does not apply. 

If you own or rent the home that you live in and use it for 
business purposes, you may deduct a reasonable portion of 
your home expenses. These expenses may include 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 that you live in, you may deduct the 
portion of your rent attributable to business use. 
Also, if you operate your fishing business out of a house that 
you own, you may claim capital cost allowance (see Chapter 
3) and mortgage interest on your home. If you choose to 
claim capital cost allowance 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 capital cost allowance previously 
claimed (see Chapter 3). 

The amount calculated above as your net income or loss from 
a fishing business may require additional adjustments if you 
are reporting partnership income. 

Partnership income - adjustments required 
If the fishing business is a partnership, you must provide 
0 the full names of a11 partners, 

l the details of the income allocated, and 
0 a list of any additional expenses you are deducting from 

your share of the partnership income. 
The reverse of form T2121 contains a Partnership Schedule 
that you may use. This schedule consists of the following 
areas. 

Area 1 
Enter in this area each partner’s share of the net income of 
the partnership, including your own, determined according to 
the terms of 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. 

Area II 
Enter in the space provided your share of the partnership 
income as shown in Area 1. Claim any allowable expenses 
you made to eam 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. 
If the 1988 fiscal period of the partnership begins after 1987, 
you may use this area to claim the expenses for the business 
use of your home. Please see the section entitled “Business 
use of home,” above for details. 

Enter your gross and net fïshing income or loss on the 
appropriate lines on page 1 of your retum. 
The Gross amount is the amount of Gross Fishing Income 
before the deduction of Total Fishing Expenses on form 
T2 12 1, Statement of Fishing Income and Expenses. 

If your fishing operation is a proprietorship, the Net amount 
is the Net Fishing Income (LO~S) shown in the Adjustments 
to Partnership or Proprietorship Income section of the 
same form. 
If you are operating as a partnership, the Net amount is the 
Net Fishing Income (LO~S) as calculated on the Partnership 
Schedule on the reverse of form T2121. 
If you have income from another business, enter the gross 
and net income from that other business on the Business 
income line. 

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. 
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Note: 
Your claim for capital cost allowance (CCA) is not aflected 
by the accounting method chosen, i.e., cash or accrual. Your 
maximum claim is the same under either method. 

Capital cost allowance is governed by Parts XI and XVII of 
the Income Tax Regulations. Part XVII applies to 
depreciable property you used in fishing prior to January 1, 
1972 and that you are still using in your fishing operation in 
1988. If you have property upon which you have been 
claiming capital cost allowance under Part XVII and require 
more details, obtain Information Circular 865R, Part XVII - 
Capital Cost Allowance, Farming and Fishing. 
You may use form T2041 to calculate your claim for capital 
cost allowance under either Part XI or Part XVII. For your 
convenience, this Guide contains two copies of this form. 
The following comments apply to capital cost allowance 
claims under Part XI. 

You cannot claim capital cost allowance 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 capital cost allowance 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 (VCC) of the class at the end of 
your fiscal year. Gener~ly, the UCC is the total capital cost 
of all property included in the class, less proceeds from 
property disposed of, and less the total capital cost allowance 
you claimed in previous years. 
Usually the capital cost allowance you claim in a year is 
calculated on the declining balance basis. However, 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). 

New for 1988 
If your 1988 fiscal period begins after June 17, 1987 the 
following rules apply to all motor vehicles that you use in 
your fishing business. 
0 You must include .each motor vehicle you own at the end 

of your 1988 fiscal period in a separate class of new 
class 10.1. The maximum rate of allowance applicable to 
this class is 30%. 

0 The capital cost of a “passenger vehicle” for purposes 
of calculating your capital cost allowance claim cannot 
be more than $20,000. 

0 The recapture and terminal loss provisions Will only 
apply to a motor vehicle if ah or substantially all (90% 
or more) of the distance travelled by the vehicle while 
you owned it was for business purposes. 

l In the year you dispose of a motor vehicle that was 
included in class 10.1 you may claim 50% of the capital 

cost allowance that would have otherwise been allowable 
for that year. 

Also, there are changes to the maximum rate of allowance 
that may be claimed for certain buildings acquired in 1988. 
These changes are discussed in more detail at the end of this 
chapter. 

Note: 
Throughout this chapter we refer to a “motor vehicle” and a 
‘ ‘passenger vehicle.’ ’ These terms arejùily discussed in the 
section ‘Motor vehicle expenses” in Chapter 2 of this 
Guide. 

Print your name, address and Social Insurance Number and 
complete each cohunn if applicable. 

Column (1) - Class No. 
Column (2) - UCC at Beginning of 1988 or Amount 

Transferred from Class 10 
If you started your business in 1988 
0 group the property acquired into classes, as explained 

below in the instructions for completing Column 3, and 
l enter the class numbers in Column 1. 
If you have made a claim for capital cost allowance in any 
prior year 
0 enter the class numbers in Column 1, and 
0 in Column 2 enter the Undepreciated Capital Cost of 

each class at the end of last year. 

New for 1988 
If your 1988 fiscal period starts after June 17, 1987 you must 
adjust the undepreciated capital cost of Class 10 at the 
beginning of your 1988 fiscal year if: 
l you acquired a ‘ ‘passenger vehicle” that cost more than 

$20,000 in your 1987 fiscal year, and 
l you owned the passenger vehicle at the end of your 1988 

fiscal period. 
In such cases, the new mles provide tbat the capital cost of a 
“passenger vehicle” cannot be more than $20,000. If its cost 
is more than $20,000, you must reduce the undepreciated 
capital cost of Class 10 by the amount of the excess. This 
reduction must be done before the calculations described 
below for transfers to Glass 10.1. 
Also, if your 1988 fiscal period starts after June 17, 1987, a11 
motor vehicles that were included in Class 10 at tbe end of 
your 1987 fiscal period and which you still own at the end of 
your 1988 fiscal period, must be transferred to new Glass 
10.1. 
You enter the amount transferred from Class 10 in Column 
(2) calculated as follows: 

Enter the capital cost of the 
vehicle being transferred $ -cl)* 
Enter the undepreciated capital 
cost of class 10 immediately 
before the transfer -ca 
Line (1) minus line (2) (if 
negative, enter nil) $ =(3) 
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Enter the total capital cost 
allowance deducted for the 
vehicle in previous years. $ -(4) 
Enter the amount from line (1) $- (5) 
Enter the greater of 
line (3) and line (4) ~ (6) 
Amount transferred from Class 10 
equals line (5) minus line (6). $- 

*Note: 
If the vehicle you are transferringfrom Glass 10 to new 
ciass 10.1 is a passenger vehicle that cost more than 
$2O,ooO its capital cost is deemed to be $20,000. You 
must enter this amount ut Line (1) in the above 
calculation. 

You must also reduce the undepreciated capital cost of the 
former class (Class 10) by the amount that is transferred to 
Class 10.1. 

Column (3) - Cost of Additions During 1988 
If you acquired depreciable property in the year, enter the 
total capital cost for all properties of each class on the 
appropriate line in this column. Completing area A of form 
T2041 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 
l the cost of installing the property for use. 
Once you have determined the capital cost of the property , 
you must establish the class in which to include it. 
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 Regulations . 
The Capital Cost of property may require adjustment in the 
following circumstances: 

Change in use 
If you acquired a property for persona1 use and began 
using it in 1988 for business pur-poses, 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. 
However, when the actual cost of the property is less than 
the fair market value, the capital cost is calculated as 
follows: 

Enter the actual cost of the 
PropeQ $- (1) 
Enter the FMV of the 
prope*y $- (2) 
Enter the amount f’rom line 
(1) above ~ (3) 
Line (2) minus line (3) (if 
negative, enter nil) $- (4) 
Enter any capital gains 
deduction claimed for 
the amount at 
line (4) $- x3/2= - (5) 

Line (4) minus line (5) 
$)negative, enter 

$- x 213 = $- (6) 
Deemed capital cost is line 
(1) plus line (6) $- 

Construction costs and/or cost of improvements 
If you constructed a depreciable property for use in your 
fishing 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 valuation 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. 

Persona1 use of a property 
If you acquire a property for both fishing and persona1 
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 in the fishing operation. 
In cases where 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 persona1 portion of 
the capital cost allowance taken back to income as an 
adjustment. 

Grant, subsidy, or other incentive or inducernent 
When you receive a subsidy or grant from a government 
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 
capital cost allowance. For information on the treatment of 
govemment grants, obtain Interpretation Bulletin IT-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 not considered to be at 
arm’s length. For further details, refer to Interpretation 
Bulletins IT-405, Znadequate Considerations - 
Acquisitions and Dispositions and IT-4 19, 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 
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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: 

Enter the vendor’s cost or 
capital cost $- (1) 
Enter the vendor’s proceeds 
of disposal $- (2) 
Enter the amount from 
line (1) above - (3) 
Line (2) minus line (3) 
(if negative, enter nil) $- (4) 
Enter the capital gains 
deduction claimed by 
any person for the amount 
at liue (4) $- x3/2= m (5) 
Line (4) minus line (5) 
(if negative, enter nil) $- x2/3=$- (6) 
Dee&d capital cost is 
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: 

Enter the vendor’s cost 
or capital cost $- (1) 
Enter the vendor’s 
proceeds of disposal !§- (2) 
Enter the amount 
from line (1) above $- (3) 
Line (2) minus line (3) 
(if negative, enter nil) $- x2/3= $--m (4) 
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 capital cost allowance. 

New for 1988 
Passenger vehicle 
If your 1988 fiscal period begins after June 17, 1987 and 
you acquired a passenger vehicle, its capital cost is the 
lesser of: 
l $20,000, or 
Whe purchase price of the vehicle. 
For example, if you purchased a car for a total cost of 
$24,595, you would enter only $20,000 as the cost of 
addition in Column (3). 
There is also a limit on the capital cost of a passenger 
vehicle you acquire for business use from a person witb 
whom you do not deal at arm’s length. In this case the 
capital cost is the least of: 
l $20,000, 
Whe fair market value of the vehicle at the time you 

acquired it, and 
l the cost amount to the vendor immediately before you 

acquired it. 

Column (4) - Proceeds From Disposals During 1988 
If you disposed of a property duriug 1988, you must deduct 
from the class to which it belonged, the lesser of: 
0 the proceeds of disposal, and 
l the capital cost of the property . 
In most cases, the proceeds of disposai for a property will 
be the sale price of the property, less any outlays or expenses 
directly related to its disposal. 

Disposal of a building 
If you disposed of a building in 1988 and the building 
disposed of was the only property in the class, its cost 
amount is the undepreciated capital cost 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: 

Capital Cost of the 
Building Undepreciated 

Capital Cost of ail 
X Capital Cost of = Cost Amount of 

the Class the Building 
Buildings in the Class 
When you dispose of a building for proceeds that are less 
than both 
0 its cost amount (as calculated above), and 
0 its capital cost to you, 
and at any time before the disposal 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), special rules apply to 
determine the deemed proceeds of disposal. 
If you disposed of a building under these circumstances, 
obtain the 1988 Business ahd Profession& Income Tax 
Guide. This guide describes these special rules and 
calculations in more detail. Additional information is also 
contained in Interpretation Bulletin IT-220R and Special 
Release, Capital Cost Allowance - Proceeds of Disposition 
of Depreciable Properly. 

Recapture 
If at the end of the year the undepreciated capital cost of a 
class of property is a negative amount, this amount is a 
recapture of capital cost allowance and you must include it 
as income in that year. For example, recapture cari result 
from disposing of property, receiving govemment assistance, 
or claiming an investment tax credit. 

Terminal loss 
If at the end of the year the undepreciated capital cost of a 
class of property is a positive amount, and you no longer 
own any property of that class, this amount is a terminal 
loss and you must deduct it from income in that year. 
However, if the property disposed of was a building, 
adjustments to the amount of the terminal loss may be 
required. 

Capital gains 
When you dispose of a depreciable property for proceeds of 
disposition greater thau its capital cost, a capital gain will 
normally result. Capital gains are subject to tax to the extent 
that the gain accrued after December 31, 1971. Gains 
realized in 1985 and subsequent taxation years may be 
eligible for inclusion in your capital gains deduction 



16 

calculation. Obtain the 1988 Capital Gains Tax Guide, for 
more details. 

Examples: A B 
Original capital cost of building (1969) $20,000 $20,000 
Valuation Day Value (Dec. 31, 1971) 26,000 28,000 
Proceeds of Disposition in 1988 24,000 30,000 
Capital Gain NIL $2,000 
In example A, while the building is sold for more than its 
capital cost, there is no capital gain for tax purposes as the 
capital gain actually occurred before 1972. A capital gain 
occurs onIy in example B. However, a recapture of capital 
cost allowance, as previously outlined in this chapter, may 
result in both cases. 

Such dispositions and the resultant capital gain should be 
recorded on Schedule 3 of your retum. 
You cannot have a capital loss on the disposa1 of depreciable 
propert y. 

Election to defer gain on disposal of property 
Replacement property - Involuntary dispositions 
You may elect to defer a11 or part of what would have been 
yonr capital gain or recapture of capital cost allowance on 
property that was stolen, destroyed, or expropriated, if you 

received or were entitled to receive compensation; 
acquire the replacement property within two years from 
the end of the year in which you were entitled to receive 
compensation; 
elect in your return for the year you acquired the 
replacement property if you wish to have this deferral 
wpk 
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.; 
replace a depreciable property with another depreciable 
Propert Y. 

Note: 
Compensation is generaily deemed to be receivable on the 
earliest of: 
l the day the amount offill compensation is agreed to, or 

is finally determined by a tribunal or court, 
0 two years afrer the day of the loss, if proceedings have 

not been taken before a tribunal or court, and 
a the date you cesse 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 
recaptured capital cost allowance 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 Emit, you must 
l make the election to defer your capital gain or recapture 

in your retum for the year you acquired the replacement 
propefiy, mi 

l request an adjustment to your return for the year of 
disposal to delete the portion of the capital gain or 
recapture you are deferring. Refer to “Changing your 
retum after you mail it” in the 1988 General Tax Guide 
for instructions on how to request an adjustment to your 
retum. 

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 ail or part of the capital gain or recapture 
of capital cost allowance on a voluntary disposition if: 
l you received or were entitled to receive compensation, 
0 the property disposed of is land or buildings used in a 

business but not for rental purposes, and 
l you acquire 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 recapture of capital cost 
allowance, 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 undepreciated capital cost of the 
class of depreciable property containing the replacement 
propert y. 
If you elect to defer the recognition of either the capital gain 
or recapture of capital cost allowance, you are considered to 
have elected to defer both. 

Transfer of property to a corporation or partnership 
You may also elect to defer all or part of the capital gain or 
recapture of capital cost allowance on certain dispositions of 
property, if you 
0 transfer property to a taxable Canadian corporation, 
0 transfer property to a Canadian partnership, or 
0 receive property from a partnership (of which you were 

formerly a member) . 
If you are considering defening the gain or recapture on such 
transfers, obtain Information Circular 76-19R, Trunsfer Of 
Property TO A Corporation Under Section 85, Interpretation 
Bulletins IT-291R, Trunsfer of Property to a Corporation 
under Subsection 85(l), IT-378R, Winding-up of a 
Partnership, and ZT-413, Partnership as ‘Person’ or 
‘Taxpayer’ for Subsection 97(2). 

Column (6) - Adjustment for current year additions 
This column enables you to adjust the cost of property 
acquired during the year, SO that your capital cost allowance 
claim is calculated on only the net adjusted amount. 
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If you acquired a depreciable property during your 1988 
fiscal period, your capital cost allowance claim, as a general 
rule, is limited to 50% of the amount that would otherwise be 
allowable. 
If you acquired a property and in the same year you also 
disposed of a property in the same class, your capital cost 
allowance in respect of the addition is generally restricted to 
50% of the amount by which the capital cost of the addition 
exceeds the lesser of the proceeds of disposition or the capital 
cost of the property disposed of. 
An exception to the 50% rule occurs where you acquired a 
property from a person with whom you did not deal at arm’s 
length, and the property was owned continuously by you and 
that person for at least 364 days before the end of your 1988 
fiscal period. In this case, you may claim capital cost 
allowance on the full capital cost of the property . 
Also, not all acquisitions are subject to the 50% rule. 
Additions to Class 12, other than computer software (but not 
including systems software), are eligible for a 100% capital 
cost allowance claim in the year they were acquired. Also, 
the adjustment in Column 6 does not apply to net additions 
during the year to any of Classes 13, 14,24, 27, or 34 as 
discussed below. 

Column (7) - Base amount for capital cost allowance 
claim 

Your capital cost allowance claim, if any, Will be based on 
the amount arrived at in this column. 
If the amount in Column 7 is positive and 
0 if any property remains in the class at the end of the 

year, you may claim capital cost allowance calculated on 
the balance remaining, or 

l if no property is left in the class at the end of the year, 
the remaining balance, known as a terminal loss, must 
be claimed as a deduction in the year. 

If the amount in Column 7 is negative, the full amount, 
commonly referred to as a capital cost allowance recapture, 
must be reported as income in the year. 

Column (8) - Rate (%) 
Enter in this column the rate of capital cost allowance 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 (9) - CCA for 1988 
Enter in this column the capital cost allowance you are 
claiming for 1988. 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 capital COS& 
allowance for each class of property. 

New for 1988 
Buildings (Class 1) 
Most buildings acquired before 1988 were included in either 
Glass 3 or Glass 6. Starting in 1988 you must include most 
Glass 3 type buildings you acquire in Glass 1. Howevér, a 
building of this type, acquired before 1990, still qualifies for 
inclusion in Glass 3 if the building was 
a acq&ed 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 capital cost allowance applicable to 
property included in Class 1 is 4%. 
Property previously included in Glass 3 is not transferred to 
Glass 1 after 1987. However, the total cost of any additions 
or alter&ons 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. 

Special rates for certain vessels 
Normally you include a tïshing vesse1 in Class 7 and claim 
capital cost allowance (CCA) at a maximum rate of 15%. 
There are some exceptions to this rule. 
A fishing vesse1 (or its conversion costs) that qualifies for 
inclusion in a separate class under Part XI is subject to CCA 
on a straight line basis. If you acquired such a fishing vesse1 
0 between November 13, 1981 and December 31, 1982, 

you may claim capital cost allowance at an annual rate 
of up to 331/3% provided certain conditions exist with 
respect to its acquisition. Contact your district taxation 
office for more details. 

0 after December 31, 1982, you may claim capital cost 
allowance at a rate of 16x% of its capital cost in the 
year of acquisition and up to 33% % in subsequent 
years . 

Fishing vessels that qualify for the accelerated capital cost 
allowance rates outlined above, include: 
0 a fishing vesse1 certified by the Minister of Industry, 

Trade and Commerce to have been constructed in 
Canada, registered in Canada and not used for any 
purpose whatsoever by anyone before acquisition by 
you; 

l the cost of a conversion or major alteration made in 
Canada in accordance with plans approved in writing by 
the Minister of Regional Industrial Expansion; 

a a fishing vessel, (or the conversion cost of a fïshing 
vessel) established as a separate class under the now 
repealed Canadian Vesse1 Construction Assistance Act. 

A fishing vesse1 acquired before 1972 for which you are 
claiming capital cost allowance under Part XVII. For more 
details obtain Information Circular 86-5R, Part XVII - 
Capital Cost Allowance, Farming and Fishing. 

Leasehold interest (Class 13) 
You may usually claim capital cost allowance on a leasehold 
interest in a property. The maximum rate allowable depends 
on the nature of the leasehold interest and on the terms of the 
lease. If you acquired a leasehold interest in a property, you 
should contact your district taxation office, as special capital 
cost allowance rules apply. 
Wind-energy conversion equipment (Class 34) 
Equipment that generates electrical energy from wind and 
that was acquired after February 25, 1986 to be used in a 
fishing business may be eligible for full Write-off in the first 
three years at the rates of 25%, 50%, and 25%, respectively . 
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TO be eligible for this special Write-off, wind energy 
equipment must be certified by the Minister of Energy, 

wind-driven turbines, related generating, control, 

Mines and Resources. Eligible items include fixed location 
conditioning, and transmission equipment, support structures, 
and a powerhouse. 

In the course of carrying on your fïshing business you may 
make an expenditure to acquire an intangible capital 
property. Examples of this type of expenditure include the 
purchase of a fishing license or other Govemment Right for 
an unlimited period. 
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. These types 
of expenditures are eligible capital expenditures. 
For more information on expenditures that qualify as eligible 
capital expenditures, obtain Interpretation Bulletin IT-143R2, 
Meaning of Eligible Capital Expenditure. 

New for 1988 
If your fiscal period begins after December 31, 1987: 

the additions to and deductions from your cumulative 
eligible capital account are based on three-quarters 
instead of one-half of tbe applicable amounts; 
your maximum annual deduction has been reduced from 
10% to 7%; 
the existing balance of your cumulative eligible capital 
account is increased by one-half; 
a disposition of eligible capital property may result in an 
addition to business income and/or a deemed taxable 
capital gain; and 
any deemed taxable capital gain is eligible for the 
lifetime capital gains deduction if you were a resident of 
Canada tbroughout the year. 

The comments that follow reflect tbe changes noted above. 

You must create an account comparable to a capital cost 
allowance class for eligible capital expenditures. The 
property in this account is eligible capital property . 
In this account, you enter three-quarters of ail your eligible 
capital expenditures for the year. 
If you have a balance in your cumulative eligible capital 
account at the beginning of your first fiscal period starting 
after December 3 1, 1987 increase this balance by one-half. 
When you sel1 eligible capital property, you must deduct 
three-quarters of the proceeds receivable for the sale from the 
account balance. The amount deducted is an eligible capital 
amount. 
If your cumulative eligible capital account has a negative 
balance at the end of the year, you must include as fuhing 
incorne the lesser of 

l the negative balance of your cumulative eligible capital 
account, and 

0 ah prior years’ annual deductions claimed and not 
previously added to income. 

Any portion of the negative balance that is not fishing 
income is deemed to be a taxable capital gain. You report 
this gain on line 544 of Schedule 3, Summary of Dispositions’ 
of Capital Property in 1988, included with your retum 
package. 

Note: 
The deemed taxable capital gain is eligible for the lifetime 
capital gains deduction. 

For information on closing your eligible capital account when 
you stop operating your business, contact your district 
taxation office. 

Annual allowance 
As long as there is a positive balance in your cumulative 
eligible capital account at the end of your taxation year, you 
may deduct up to 7% of the account balance from your 
income for that year. Do this in the same way as you 
calculate your capital cost allowance claim for a particular 
class of property. You must subtract the allowance claimed 
from the balance in the account to determine your cumulative 
eligible capital. 
The following are examples of how the cumulative eligible 
capital account operates. These examples include the changes 
that are new for 1988. 

Example A 
Peter started a fishing business on January 1, 1988. His 
business has a December 31 fiscal year-end. During the 
year he purchased a fishing license for $10,000. The 
maximum allowance he may claim on eligible capital 
property for 1988 is calculated as follows: 

CUMULATIVE 
ELIGIBLE 

YEAR CAPITAL 
1988 Eligible Capital Expenditure: 

cost of fishing license ($10,000) x 3/4. . . . . . $7,500 
Aunual allowance 
maximum: 7% of year-end balance.. . . . . . . . 525 

Balance $6,975 

Example B 
Jason started a fishing business in 1986 that has a 
December 31 fiscal year-end. In 1986 he purchased a 
fishing license for $10,000. Two years later he sold the 
fishing license for $12,000. Each year Jason claimed the 
maximum allowance on eligible capital property available 
to him: 
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CUMULATIVE 
ELIGIBLE 

YEAR CAPITAL 
1986 

1987 

1988 

Eligible Capital Expenditure: 
cost of fishing license ($10,000) x 1/2.. . . . $5,000 
Annual allowance 
maximum: 10% of year-end balance.. . . . . . . 500 

Balance $4,500 
Annual allowance 
maximum: 10% of year-end balance.. . . . . . . $450 

Balance $4,050 
Add: 50% of existing balance ($4,050) . . . 2,025 

$6,075 
Deduct: Eligible capital amount 

sale of fishing license 
($12,000) x 3/4 . . . . . . . . . . . . . . . . . . . 9,000 
Negative balance . . . . . . . . . . . . . (A) $(2,925) 

Jason must add $950 to his 1988 fishing income calculated as 
the lesser of $2,925 (amount A), and the total of all prior 
years’ annual deductions of $950 ($500 + $450). He must 
also include in income the remaining $1,975 ($2,925 - $950) 
as a taxable capital gain. 

Replacement property 
When you dispose of eligible capital property and obtain a 
replacement property, you may elect to defer a11 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 
l for the same or similar use as the former property , and 
0 for use in the same or a similar business (i.e. fishing 

operation) . 

A business loss occurs when the expenses of a business 
exceed the income from that business in a year. If your 
fishing operation had a net operating loss in 1988, you must 
reduce the loss by subtracting it from your net income from 
all other sources (including any forward averaging income) in 
that year. If your loss is more than this income, the 
remaining balance of the loss is your fishing loss for the 
year. 
As noted above, you must fully apply the loss from your 
fishing operation in the year of 10s~. Only the balance that 
your other income in the year cannot absorb is your tïshing 
loss for the year. 
You may carry a fishing loss you incur after 1982 back three 
years and forward for up to ten years and apply it against 
income from all sources in those years. 

Carry-back - 1988 fïshing loss 
If you choose to carry your 1988 fïshing loss back, you may 
request an adjustment to your 1985, 1986 or 1987 returns by 
completing form TlA, Requestfor LO~S Curry-Back. Do not 
file an amended retum. Attach one completed copy of form 
TlA to your 1988 retum. 

Carry-forward of prior years losses to 1988 
A fishing loss you incurred in 1983, 1984, 1985, 1986, or 
1987 that you have not deducted may be eligible for 
application in 1988. 
You must apply the loss of the earliest year before you apply 
the losses of other years. 

Note: 
Before 1983, ifyou had a lossfrom a fishing operation that 
was more than your other income, it was classified as a non- 
capital 10s~. If you incurred a non-capital loss before I983, 

you could only carry it back one year, or forwardfive years. 
Accordingly, you may not deduct a fishing loss you incurred 
before 1983 in any year after 1987. 

Non-capital loss 
If you have a loss from your fishing operation in 1988 as 
well as a loss from a business other than fishing or farming, 
and the total of a11 losses exceeds your other income, you 
must calculate both 
0 your 1988 fïshing (and farming) loss, and 
l your 1988 non-capital 10s~. 
You may carry a non-capital loss you incur alter 1982 back 
three years and forward seven years. 
If you choose to carry your 1988 non-capital loss back, you 
may request an adjustment to your 1985, 1986 or 1987 
returns by completing form Tl A, Request for LO~S Carry- 
Back. Do not file an amended retum. Attach one completed 
copy of form TlA to your 1988 retum. 

Application of losses - exception to the rules 
There are two exceptions to the general rules for applying 
fishing losses or non-capital losses. These exceptions only 
apply when your income is block-averaged, as explained in 
Chapter 6. 
Fit, the remainder of a fishing loss or a non-capital loss 
incurred within an averaging period which was not deducted, 
as outlined above, may be absorbed as noted under line 4 of 
form T2011, Election to Averuge Zncome. 

Second, a fïshing loss incurrecl in the three years immediately 
following the period which has been averaged cannot be 
taken into the averaging period. You may only deduct it from 
income in the ten years following the year of loss or a 
preceding year not included in the averaging period. 



New for 1988 
Forward averaging - Forward averaging is no longer 
available for taxation years ending after 1987. If you wish to 
withdraw previously averaged amounts, you must do SO 
before 1998. For more information conceming a forward 
averaging amount withdrawal, refer to Line 237 in the 1988 
General Tax Guide. 

FIVE-YEAR BLOCK AVERAGING 
New for 1988 
The fïve-year block averaging provisions do not apply for 
five-year blocks that start after 1987. 
For the purposes of block averaging, the “minimum tax” 
provisions do not apply when you are calculating average tax 
nor Will any minium tax assessed be taken into account 
when determining federal tax assessed for preceding years. 
The block averaging provisions allow you to calculate your 
income tax payable for the last year of a fïve-year averaging 
period based on the average income of those fïve years. The 
tax for each year must have been paid when due. You cannot 
defer it on the assumption that less tax or no tax Will be 
payable when the income is averaged. 
An averaging period consists of the year of averaging and 
four of the six immediately preceding years. If a return for a 
preceding year for which there was net federal tax payable 
was not filed on time, you cannot include it in the averaging 
period. Also, you cannot include in the averaging period a 
year in which you disposed of a capital property, had a 
taxable capital gain, or received a Child tax credit prepayment 
unless the retum was filed on time. A preceding year in 
which there was neither net federal tax payable nor any other 
requirement to file a retum may only be included in the 
averaging period if it is filed by April 30, 1989. 
You would group the latest four of these years with the year 
of averaging to establish an averaging period. 
For example, you wish to average your income in 1988 and 
have filed retums for 1987, 1986, 1985, 1983, and 1982. In 
1984 you did not file a retum as there was no net federal tax 
payable and there was no other requirement to file a retum 
for this year. Unless you file your 1984 retum on or before 
April 30, 1989, your averaging period would consist of 1988 
(the current year), and the prior years 1987, 1986, 1985, and 
1983. 
You may not include a year that was included in a previous 
averaging period, or a year earlier than the sixth year prier to 
the year of averaging. 
You are eligible to block average if you meet each of the 
following requirements: 
l Your chief source of income in the averaging period was 

farming or fishing. 
l You have filed income tax retums for each of the five 

years for which you had net federal tax payable, 
disposed of a capital property, had a capital gain, or 
received a Child tax credit prepayment. In these years a 
retum must have been filed on or before April 30 
following the end of that year. 
For a year in which there was no net federal tax payable 
and if there was no other requirement to file a retum, 

you must file the retum for that year on or before the 
date that the form, Election to Average Income, is due. 

l You must file a completed form T2011, Election ro 
Average Zncume, on or before April 30 of the year 
following the year of averaging. The centre pages of this 
Guide contain two copies of the required form T2011. 
You may also obtain this form at your district taxation 
office. 

l You must not, either in the year of averaging or in any 
previous taxation year included in the averaging period, 
have elected to forward average, or elected to include in 
your taxable income any portion of your Accumulated 
Averaging Amount for amounts previously forward 
averaged . 

If you have elected to block average, you may cancel this 
election if you notify your district taxation office 
l before you are initially assessed for the year of 

averaging, or 
0 within 30 days after you are assessed or reassessed for 

that year. 
Do not file form T2011 with your retum unless you are 
electing to average your income. 

Print your name, address and Social Insurance Number and 
complete the following lines: 

Line 1. 
Taxable income 
For the year of averaging, enter the amount of taxable 
income shown on your current retum. 
For each of the preceding years, enter the amount of taxable 
income which has been assessed. 
If in any year before 1988 the total of the allowable 
deductions (such as persona1 exemptions, charitable 
donations, etc.) used in determining taxable income exceeds 
the net income, the excess should be shown as a minus 
quantity on this line. However, the minus quantity must not 
exceed the amount of the persona1 exemptions. 
If for any year in the averaging period before 1988 you had a 
fishing loss or non-capital loss which exceeded your other 
income for that year, the minus quantity to be entered on line 
1 is the amount of the persona1 exemptions. The fishing loss 
or the non-capital loss should be used on line 4 to reduce the 
income of the other years in the averaging period. Refer to 
Chapter 5 for more details about losses. 

Line 2. 
Add: persona1 exemptions 
For each of the preceding years before 1988, enter the 
amount of persona1 exemptions deducted in computing 
taxable income. Persona1 exemptions do not include the 
disability and education deductions, charitable donations or 
medical expenses. 



Line 3. 
Total 
Add lines 1 and 2 for each year and extend the fïve year total 
to the TOTAL column at the @ht. 

Line 4. 
Less: AIl fishing, farm or non-capital losses available for 

application to 1988 not deducted in computing 
taxable income on line 1 

If you have fishing or non-capital losses available for 
application to 1988, they should be entered here and the total 
carried to the TOTAL cohunn at the right. 

Note: 
Any capital loss of other years thut is not absorbed at the 
time offiling form l2011 Will not be absorbed on the same 
basis as a fishing loss or a non-capital ioss at this Iine but 
must be carried forward to the following year or years. 

Line 5. 
Gross income for the period 
The amount on this line is calculated by subtracting the total 
of litre 4 from the total of litre 3. 

Line 6. 
Average gross income 
(1/5 of Total on Line 5) 
Divide the Gross home for period (amount on Line 5) by 
five, and enter the result in each of the five columns. 

Line 7. 
Less: persona1 exemptions 
For each of the preceding years before 1988, deduct the 
personal exemptions allowable for that year. 

Line 8. 
Average net hwome 
The amount on this line is the result of subtracting line 7 
from line 6 for each year. 

Line 9. 
Average tax on average net income for each year 
Calculate the Federal Tax on the Average Net Income 
using Schedule 1 in your return for each year in question. 
The Federal Tax is the tax arrived at after you deduct, where 
applicable, the 

Federal Tax Reduction, (for years prior to 1986 only); 
Dividend Tax Credit; 
FederaI Foreign Tax Credit; 
Federal Political Contribution Tax Credit; 
Employment Tax Credit, (for years prior to 1988 only); 
Scientific Research Tax Credit, (for years prior to 1987 
0Q); 
Share-Purchase Tax Credit, (for years prier to 1988 only); 
Labour-Sponsored Funds Tax Credit; and 
Total Non-Refundable Tax Credits (for 1988 only.) 

Do not include any investment tax credit claimed in any of 
the preceding years on this line. 

Example: 
1988 Average Net Income. . . . . . . . . . . . . . . . . . . . .$18,607.82 
Federal Income Tax on average net income for 
1988: 

$18,607.82 @ 17% ,.. . . . . . . . . . . . . . . . . . . . . . .$ 3,163.33 

Add: Tax Adjustments.. . . . . . . . . . . . . . . . . . . . . . . . NIL 
$ 3,163.33 

Less: Total Non-Refundable Tax Credits . . . . . . 1,020.OO 
$ 2,143.33 

Less: Federal Dividend Tax Credit (see below) 143.33 
$ 2,ooo.oo 

Less: Investment Tax Credit . . . . . . . . . . . . . . . . . . . NIL 
Average Tax . . . . . . . . . . . . . . . . . . . . . . $ 2,OOO.OO 

Refundable Quebec Abatement 
Fishermen in the province of Quebec who elect to average in 
1988 are entitled to a refundable Quebec Abatement of 
16.5% of the Basic Federal Tax on the Average Net 
litcorne for 1988. TO determine the Basic Federal Tax, 
complete Schedule 1 included with your 1988 income tax 
package. Multiply the amount shown opposite Basic Federal 
Tax on the schedule by 16.5% and enter this amount on line 
440 of the 1988 retum. 

Dividend Tax Credit 
If you received dividends from taxable Canadian corporations 
in any of the averaging years, the total of the dividend tax 
credits allowable for those years (whether or not the total 
credit was used in those years) should be divided by five and 
the result allocated to each year in the averaging period. The 
following represents an example of this: 

Year Taxable Rate Maximum 
Amount of Credits 
Dividends Allowable 

1984 $1,000.00 22?h% $226.67 
1985 l,OOO.OO 22w70 226.67 
1986 500.00 22%70 113.33 
1987 500.00 16Y3% 83.33 
1988 500.00 13X% 66.67 

$716.67 

The dividend tax credit to be allocated to each year in the 
averaging period is therefore $7 16.67 divided by five = 
$143.33. 

Line 10. 
Investment tax credit claimed in each year 
Enter any investment tax credit claimed in each of the 
preceding years. However, do not include any amount of 
refundable investment tax credit. 

Note: 
If minimum tax was assessed for 1986 or 1987, in a11 cases, 
enter NIL on Line 10 as the amount of investment tax credit 
claimed for each year the minimum tax was assessed. 
If the total investment tax credits claimed (total on line 10) 
exceeds the total on line 9, enter an amount up to, but not 
exceeding, the total on line 9. Any balance remaining 
becomes part of your investment tax credit pool and is 
eligible for carry-forward from the year of averaging. For 
example, if 1988 is the year of averaging and the investment 
tax credits claimed in the averaging period (i.e. 1984, 1985, 
1986, and 1987) exceed the average tax for those years, the 
excess becomes part of your investment tax credit pool and is 
eligible for a ten year carry-forward from the year of 
averaging. For more information on the application of the 
investment tax credit in the year of averaging, refer to the 
comments at line 18 below. 
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Unclaimed investment tax credits (credits eamed but not 
deducted) cannot be applied if the year of averaging (i.e. 
1988) is after the last year of the carry-forward period, even 
though one or more of the preceding years were within that 
period. The carry-forward period is five years for investment 
tax credits eamed before April20, 1983 and ten years if the 
credits were eamed after April 19, 1983. 

Line 11. 
Subtotal 
Deduct line 10 from line 9 and enter a subtotal on line 11. 

Line 12. 
Add: Refundable Quebec Abatement allowed in each of 

the preceding years 
Enter the amount of any refundable Quebec abatement 
allowed in each of the years in the averaging period. 

Line 13. 
Subtotal 
Add lines 11 and 12 and enter a subtotal on line 13. 

Line 14. 
Deduct: Refundable Quebec Abatement allowable 
Enter the amount of refundable Quebec abatement allowable 
in the previous years. This abatement is calculated as 16.5% 
of the Basic Federal Tax based on the Average Net Income 
for those years. 

Line 15. 
Subtotal 
Subtract line 14 from line 13 and enter a subtotal on line 15. 

Line 16. 
Deduct: Federal tax assessed 
Enter the amount of federal tax assessed for each of the 
preceding years, add and extend under TOTAL. 

Note: 
Enter only the federal tax assessed. Do not include any 
Individual Surtax that was assessed for the preceding years. 
Also, the federal tax assessed does not include any minimum 
tax assessed for 1986 andlor 1987 nor any minimum tax 
carryover applied in 1987. 

Line 17. 
Subtotal 
Deduct line 16 from line 15 and enter a subtotal on line 17. 
If the total on line 16 exceeds the total on line 15, the 
difference represents a REFUND, in which case, no amount 
may be entered on line 18. 

Line 18. 
Deduct: Investment tax credit claimed for 1988 
An investment tax credit may be claimed in 1988 if 
l you had a balance in your investment tax credit pool for 

1988 (see information for line 10 above), or 
0 you have eamed an investment tax credit in the year 

1988. 
If either or bath of the above apply, you may deduct an 
investment tax credit in 1988. The amount you may deduct 
cannot exceed the least of the following amounts: 
l your annual investment tax credit limit for the year, 

0 the balance in your investment tax credit pool, and 
0 the tax payable as indicated on line 17. 
If no tax is payable, or a refund is indicated on line 17, enter 
NIL on line 18. 
For more information conceming investment tax credits, 
please refer to Chapter 9 of this Guide. 

Line 19. 
Subtotal 
Subtract line 18 from line 17 and enter a subtotal on line 19. 

Line 20. 
Add: Federal individual surtax 
TO determine the amount of federal individual surtax, 
complete the section entitled Federal Individual Surtax on 
Schedule 1 - Detailed Tax Calculation, enclosed with your 
1988 General tax package. The Basic Federal Tax to be 
used in this calculation Will be the amount on line 506 from 
Schedule 1 you completed to arrive at the average tax for 
1988 (on line 9). This amount is the base (amount A) on 
which the surtax is calculated. 
Starting in 1988 you may also use your investment tax credits 
to reduce your federal individual surtax for the year. The 
maximum additional investment tax credit you may deduct is 
limited to the lesser of 
0 3/4 of the individual surtax (line 517 on Schedule l), and 
0 the balance in your investment tax credit pool less the 

credit deducted on line 18 above. 
Transfer the amount calculated on line 419 of Schedule 1 to 
line 20. 

Note: 
A federal individual surtax may be applicable even though 
the amount shown on line 19 is zero or represents a refund. 

Line 21. 
Federal tax or refund 
The total of line 19 and line 20 represents the 1988 
FEDERAL TAX or REFUND. 

Enter this amount, if any, on page 4 of your retum on line 
420, Net Federal Tax with the note, Averaged. 

Line 22. 
Provincial income tax 
If you elected to average for federal purposes, you must also 
average for provincial purposes. The conditions for averaging 
for federal and provincial purposes are the same, i.e., the 
chief source of income for the fîve-year period must be 
farming or fishing. 
The provincial income tax (except Quebec income tax) is 
obtained by applying the appropriate net provincial tax rates 
to Basic Federal Tax as applicable for each year as 
determined for the purpose of line 9. 
Do not include any credit claimed under the Saskatchewan 
tax incentives program in each of the preceding years on this 
line. 

Line 23. 
Deduct any credits claimed under the Saskatchewan tax 
incentives program in each year 
Enter any credit claimed in each of the preceding years under 
the Saskatchewan tax incentives program. 
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If the total on line 23 exceeds thé total on line 22, enter an 
amount up to, but not exceeding, the total on line 22. Any 
balance remaining becomes part of a Saskatchewan tax credit 
pool and is eligible for a seven year carry-forward. 

Line 24 
Subtotal 
Deduct line 23 from line 22 and enter a subtotal on line 24. 

Line 25. 
Deduct: Provincial income tax assessed 
Enter the amount of provincial tax assessed for each of the 
preceding years, add and extend under TOTAL. This amount 
should be taken from your notice of assessment or latest 
notice of reassessment for each of the years required. 

Line 26 
Subtotal 
Deduct line 25 from line 24 and enter a subtotal on line 26. 

Line 27 
Deduct: Saskatchewan tax credits claimed for 1988 
A tax credit under the Saskatchewan tax incentives program 
may be claimed in 1988 if 

l you had a balance in your tax credit pool for 1988 (see 
information for line 23), or 

l you have earned a tax credit under this program in the 
year 1988. 

If either or both of these conditions apply, deduct the amount 
of credit available up to the amount required to reduce the 
amount showing on line 26 to nil. 

Note: 
Al1 unused tax credits, except the Labour-Sponsored Venture 
Capital Tax Credit, cari be carried forward and applied 
against net Saskatchewan tax payable during the next seven 
taxation years. They must, however, be applied in each year 
as the tax becomes due. 

Line 28. 
Provincial income tax or refund 
The difference between the totals of line 26 and line 27 is the 
PROVINCIAL INCOME TAX OR REFOND for the year 
of averaging. If the amount on line 26 is greater than the 
amount on line 27, then the difference is the net provincial 
tax, otherwise, it represents a refund. This amount is 
transferred to page 4 of your retum and entered opposite Net 
(Provincial) Tax, line 427 with the note, Averaged. 

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 eam a 
profit. A valid partnership may exist without a written 
partnership agreement. Therefore, the type and extent of a 
person’s involvement in the business is important in 
determining whether the individual is in fact 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 whether the relationship or arrangement is a partnership; 
0 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; 

0 that there are special rules for the dissolution of a 
partnership; and 

b that when partners dispose of their interests in a 

partnership, they may realize a gain or loss on the 
disposal. 

The above points are not all-inclusive, but are indicative of 
the factors which must be considered in determining the 
amount of income or loss of the individual partners for a 
taxation year. 

You determine partnership income as if the partnership was a 
separate person. A partnership carrying on a fishing business 
may use the cash method of computing income only if a11 
partners elect to use this method. 
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 personal use of partnership property, the 
costs that the partnership incurred and claimed relating to that 
property are a benefit to you. You must include in your 
income the value of the persona1 benefit you received from 
the use of that property . 
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 if 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 on the disposition of property owned by the 
partnership . 



24 

The loss carry-over provisions apply to each individual 
partner, not to tbe partnership. For example, in your own 
retum you combine your share of partnership tïshing losses 
with any other non-partnership fishing losses you have in the 
year. You apply tbis amount against your other income in 
accordance with the normal loss carry-over provisions. 

to the individual partners. The capital cost is also reduced by 
any other forms of assistance received from a govemment, 
municipality or other public autbority. Grants, subsidies, and 
forgivable loans are some examples of govemment 
assistance. 
When a partnership disposes of depreciable property, there 
cari be no capital 10s~. 

The income averaging provisions, including the five-year 
block averaging, apply to each individual partner and not to 
the partnership. TO make the averaging calculation, combine 
your share of partnership income or loss with any other 
income or loss that you have. 

The partnership, and not the individual partners, may claim 
capital cost allowance on the depreciable property owned by 
the partnership. 
If the partnership disposes of depreciable property, it must 
include any capital gains or recaptures of capital cost 
allowance in partnership income before allocation of that 
income to the par-mers. 
The capital cost of depreciable property to a partnership is 
reduced by the amount of any investment tax credit allocated 

If you are a partner in a fishing business you should complete 
the Partnership Schedule on the reverse of form T2121 and 
submit it with your income tax retum. 

New for 1988 
Starting in the 1988 taxation year, members of a partnership 
may be subject to an automobile standby charge. For 
example, if a partnership makes an automobile available to 
l apartner,or 
a a person related to a partner, 
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 1989 home Tax Deductions at Source Tables. 

The Canada Pension Plan and Unemployment Insurance 
legislation, as they apply to fishermen, cari be divided into 
two main areas: 
l what employers are required to deduct on behalf of their 

employees , and 
0 what is payable by fishermen on their own behalf as self- 

employed individuals. 
In Quebec, similar mles apply for the Quebec Pension Plan. 
See the Guide included with your Provincial Retum of 
Income. 

Al1 employees must contribute to the Canada Pension Plan if 
they are 
0 employed in pensionable employment other than in the 

province of Quebec, 
0 18 years of age or over and ander 70, and 
0 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 bath cases, the employer calculates the deductions on the 
employee’s gross salary and wages. Gross salary and wages 
include 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 botb 
0 the employee’s contributions and premiums, and 
0 the employer’s contributions and premiums. 
These remittances must be received by the Department or a 
Canadian financial institution on or before the 15th day of the 
month following the month in which the employees were 
paid. 
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In addition to regular employees, you may have employees 
who are employed in fishing for short periods of time during 
the year. For Canada Pension Plan purposes contributions 
Will be applicable from the first day these part-time 
employees work if they 
0 work for 25 days or more in a calendar year, and 
l are paid $250 or more in that year. 
However, for Unemployment Insurance purposes, employees 
in fïshing are insurable for part-time work even if it is for 
less than 25 days or $250 provided they meet the 
requirements relating to hours of work or weekly insurable 
earnings . 
For further information, please refer to the Canada Pension 
Plan Contribution and Unemployment Insurance Premium 
Tables. 

The designated employer of self-employed fishermen is 
required to file an annual T4F Return reporting the gross and 
insurable earnings of these fishermen and the amount of 
Unemployment Insurance premiums withheld. The 
designation of an employer and the determination of self- 
employed fishermen’s eamings are discussed in the 
pamphlet, Fishermen and Unemployment Insurance. 

The T4F Retum that consists of the T4F Summary and 
related T4F Supplementary must be completed and mailed to 
your taxation centre by February 28, 1989. You must also 
give your employees their copies of the T4F Supplementary 
by February 28, 1989. 

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 10s~. 
If you require more information obtain the booklet, The 
Canada Pension Plan - Information for the Se&Employed. 

Non-capital losses incurred in other years cannot be used in 
the calculation of your contribution to the Canada Pension 
Plan. 

Averaging has no effect on your contributions to the Plan. 
You calculate your contribution on your actual income for 
the year, not on your averaged income. 

Generally, self-employed persons are not covered under the 
Unemployment Insurance legislation. Self-employed 
fishermen are an exception to this general rule. They are 
considered to be insured persons provided they meet the 
requirements of the Unemployment Insurance Fishermen’s 
Regulations . 
If you meet all of these requirements your earnings are 
insurable. The required premiums must be deducted by your 
designated employer. You should receive two copies of form 
T4F Supplementary, Stutement of Fishing Zncome, showing 
0 the amount of your gross earnings, 
0 your UI insurable earnings, and 
0 the UI premiums deducted for the year. 
You may claim a refund of any overpayment on page 4, line 
450 of your return, if applicable. 
For more details, obtain the booklet, Unemployment 
Insurance Coverage, Information for Self-Employed 
Fishermen. 

As a self-employed fisherman you may elect to have income 
tax deducted at the rate of 20% from the proceeds of a catch 
that is payable to you. TO make this election you complete 
form TDSF, Fisherman’s Election of Tax Deductions ut 
Source. This form must be signed by you and by the buyer of 
the catch or your “designated employer.” One copy of the 
completed form must be filed with the district taxation office 
where you file your income tax return. 
If you make this election the buyer or designated employer 
must comply with the withholding, remitting and reporting 
requirements . 

You may qualify for this tax credit if you have 
l acquired qualified property , 
l acquired qualified transportation equipment, or 
l incurred a qualified expenditure . 
Qualified property or qualified transportation equipment that 
you acquired must be new. This means that it must not have 
been used or acquired for use or lease for any other purpose 
whatsoever before you acquired it. 

Qualified property includes certain new buildings, 
machinery, and equipment acquired for use in Canada 
primarily for a designated purpose. A designated purpose 
includes certain qualifying activities, of which fishing is one. 
Cars or trucks designed for use on highways or streets do not 
normally qualify for the investment tax credit as qualified 
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property even if you use them in your fishing business. 
However, trucks may qualify for the investment tax credit as 
qualiied transportation equipment which is described 
below . 
The credit available on qualifled 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 T2038(IND.). 

If you purchase a new truck or trailer and use it principally 
for the purpose of transporting property in Canada, or to and 
from Canada, it may qua@ for the investment tax credit. 
The truck or trailer must be designed for carrying freight, or 
hauling a trailer that carries freight, on highways. It also 
must meet certain weight restrictions. If you acquire a truck 
or trailer and use it in your fishing business principally for 
one of the purposes noted above, contact your local district 
taxation office to determine if you qualify. 

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. 

New for 1988 
For all taxation years ending after 1987: 

you may use investment tax credits to reduce your 
federal individual surtax; 
the annual investment tax credit Emit is a new limit 
restricting the deductibility of credits; 
the carry-over period for credits earned after April 19, 
1983 has been extended from seven to ten years; 
you may now claim a partial refund of the investment 
tax credit; and 
the capital cost of related property is reduced in the year 
following the year in which you deduct or receive a 
refund for an investment tax credit. 

You must use form T2038(IND.) to calculate the investment 
tax credit. Remember to attach one completed copy to your 
return. 
For details on claiming this credit when block averaging, see 
Chapter 6 of this Guide. 
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-govemment assistance you received for 
the property. Similarly, if you repay any of this assistance, 
your repayment increases the investment cost. You calculate 

the investment tax credit for any repayment using the same 
percentage mat you applied to the original investment cost. 
An individual who carries on an unincorporated business 
must calculate the investment tax credit at me end of the 
calendar year. However, tbe 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. 
Form T2038(IND.) lists the rates to use when you calculate 
tbe investment tax credit for each type of property or 
expenditure. It also contains additional information 
concerning this credit. 

In certain circumstances, you may use the investment tax 
credit you earn in 1988 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 
1988 is the least of the following amounts: 
0 your annual investment tax credit limit for the year, 
l the balance in your investment tax credit pool, and 
l yow federal 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. 

The term annual investment tax credit limit is new for 1988. 
It is an amount equal to 
$24,CKKl + 3/4 (your federal tax minus $24,000). 
The balance in your investment tax credit pool is the total of 
0 the investment tax credit you earned in the current year, 

and 
0 the balance of your unused credits carried forward from 

the previous year. 
TO calculate your current year claim for the investment tax 
credit, 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. 
Beginning in 1988 you may also use your investment tax 
credits to reduce your federal individual surtax for the year. 
The maximum additional investment tax credit that you may 
deduct is limited to the lesser of 
0 % of your federal individual surtax (before deducting the 

investment tax credit), and 
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0 the balance in your investment tax credit pool less the 
credit used to reduce your federal tax in the year. 

TO calculate your claim for the additional investment tax 
credit, complete section 2 of form T2038(IND.). Enter the 
amount of your additional investment tax credit on line 518 
of Schedule 1 of your return package. 

Prior year deduction 
You may carry back the investment tax credit earned in 1988 
for up to three years and use it to reduce your federal taxes 
payable. However, you cari only carry back this credit if you 
reduce to the fullest extent possible your 
0 1988 federal taxes, and 
l 1988 federal individual surtax. 

Note: 
The maximum investment tax credit that you may deduct in 
1985, 1986 and 1987 cannot exceed the federal taxes 
payable in the year. 

Future year deduction 
An investment tax credit eamed in 1988 and not used to 
reduce taxes in 1988 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 earned cannot be used. 

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 1988 that was not used to 
reduce 
0 your federal tax and federal individual surtax for 1988, 

and 
0 your federal taxes payable for 1985, 1986 or 1987. 
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 retum. If a partnership 
or trust made the investments, enter only the amount 
allocated to you. 

You must reduce the capital cost of the related property by 
the amount of any credit canied back as well as by the credit 
deducted and/or refunded in the crurent year. Starting in 
1988, you must reduce the capital cost of the related property 
in the year following the year in which the credit is deducted 
or refunded. 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 arlsing on its disposal. 
If the carry-forward 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 by 
the amount of credit deducted or refunded. However, if no 
property remains in the class, you must report this amount as 
income in the year following the year in which the credit was 
deducted or refunded. 

The Canadian income tax system is one of self-assessment. 
You must file an income tax retum for the year if you 
0 have tax payable for the year, 
0 received a Child tax credit prepayment, 
0 must pay Canada Pension Plan contributions because you 

had self-employment earnings, or both self-employment 
earnings and pensionable wages of $2,600 or more in 
1988 (and did not reside in the province of Quebec on 
December 3 l), 

0 disposed of capital property or have a taxable capital 
gain, 

0 plan to include the income or loss for the year for the 
five-year block averaging, or 

a receive a demand from Revenue Canada to file a retum. 
You must also file if you wish to obtain 
0 a Child tax credit, 
l a federal sales tax credit, 

0 a refundable investment tax credit, 
0 a provincial tax credit, or 
0 a refund of your overpayment of tax, Canada Pension 

Plan contributions or Unemployment Insurance 
premiums. 

When your taxation centre initially processes your 1988 
retum, only a very limited review of the information 
provided in your financial statements is done. Your notice of 
assessment is normally based on the business income you 
report on your retum. You should not take this to mean that 
the Department has accepted your income and deductions as 
reported. Some time after the initial processing and 
assessment we 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 
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(1) 

(2) 

within three years from the day we mailed either 
l your original notice of assessment, or 
0 a notification that no tax is payable for the taxation 

year, or 
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 1988 
back to 1985, 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 cari do this only if we 
do it within six years of the date on which we mailed your 
1985 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 1985 
retum. 
Most reassessments made by the Department originate from a 
request made by the taxpayer. For example, after mailing 
your 1988 retum you may find that you forgot to claim a 
deduction, or made a mistake in calculating your income. As 
long as you bring the error to our attention within the time 
period during which we are permitted to reassess the return, 
it is the Department’s practice to correct the error. TO assist 
you in requesting an adjustment to your return, form Tl- 
ADJ, Tl Adjusrment Request is available from your district 
taxation 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 may owe to the 
Department at that time. 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 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 Ailowance Claims ana’ 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 return, 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 taxation office before the time limit expires. 

While there is a high level of public compliance with the 
law, a self-assessment tax system cari be maintained only 
through continuous inspection of retums. Obvious errors cari 

be corrected at the time the returns are initially processed and 
before the notice of assessment is issued. However, in-depth 
reviews, such as audits, are conducted after the notice of 
assessment for the retum in question has been issued. 
Certain officiais of the Department are authorized to examine 
or audit your records. These authorized offtcials carry 
identification cards, which they Will produce at the beginning 
of an audit. These identification cards are for your protection 
against unauthorized persans claiming to be Taxation 
offïcials. For more information conceming the audit process, 
obtain Information Circular 71-14R3, The Tax Audit. 
If an audit discloses that you have not been keeping adequate 
books and records, the Department will request a written 
agreement from you that all books and records Will be 
maintained as required. The Department Will follow up, by 
letter or a’visit, to ensure that you have complied with the 
written agreement . 
lf you have not complied within the time allowed, the 
Department Will issue a formal requirement letter. It Will 
describe the information to be recorded in the books and 
advise you of the penalties for failing to comply. If you still 
fail to comply within the specified period of time as required, 
the Department may prosecute. 

If you abject 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 all relevant facts. Form T4OOA, Notice of 
Objection may be obtained from your district taxation office, 
and should be forwarded by registered mail to the Deputy 
Minister of National Revenue for Taxation, Ottawa. 
The Minister, upon receiving the notice of objection, 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 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 fùrther details, obtain 
Information Circular 77- 16R3, Non-Resident Income Tax. 



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 88-l. 
Listed below are publications which may be of assistance to 
you in preparing your 1988 Statement of Fishing Income and 
Expenses. Complete the order form located on the inside 
back caver of this Guide. You may order by phone, mail, or 
in person at your district taxation offrce. 

Interpretation Bulletins 
NllDlbW 
IT-90 
IT-99R3 
IT-138R 

IT-143R2 
If-179 

IT-220R 

IT-259R2 

IT-273R 

IT-291R 

IT-378R 
II-405 

II-413 

If-419 
IT-473 

II-491 

Title 
What is a Partnership? 
Legal and Accounting Fees 
Computation and Flow-through of Partnership 
Income 
Meaning of Eligible Capital Expenditure 
Change of Fiscal Period; and Special Release 
dated June 13, 1986 
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 
Govemment Assistance - General Comments; 
and Special Release dated December 31, 1981 
Transfer of Property to a Corporation under 
Subsection 85( 1) 
Winding-up of a Partnership 
Inadequate Considerations - Acquisitions and 
Dispositions 
Partnership as ‘Person’ or ‘Taxpayer’ for 
Subsection 97(2) 
Meaning of Arm’s Length 
Inventory Valuation; and Special Releases 
dated May 25, 1984 and December 5, 1986 
Former Business Property 

Information Circulars 
Number Title 
X71-14R3 The Tax Audit 
IC75-7R3 Reassessment of a Return of Income 
IC76-4R2 Unvoubhered Expenditures 
IC76- 19R Transfer Of Property TO A Corporation Under 

Section 85 
IC77- 16R3 Non-Resident Income Tax 

IC78-10R 
IC84- 1 

IC86-4R2 

IC86-5R 

IC88-1 

Books and Records Retention/Destruction 
Revision of Capital Cost Allowance Claims 
and Other Permissive Deductions 
Scientific Research and Experimental 
Development 
Part XVII - Capital Cost Allowance, 
Farming and Fishing 
List of Forms and Publications Available For 
Use by the Public 

Guides and Other Publications 

0 1989 Income Tax Deductions at Source Tables 
. 1988 - Canada Pension Plan Contributions and 

Unemployment Insurance Premium Tables 
0 1988 Employer’s and Trustee’s Guide 
l 1988 Deceased Persons’ Income Tax Guide 
0 1988 Capital Gains Tax Guide 
l 1988 Business and Professional Income Tax Guide 
0 Canada Pension Plan 1988, Information For .The Self- 

Employed 
l Unemployment Insurance Coverage - Information for 

Self-Employed Fishermen 
l Fishermen and Unemployment Insurance 
l Instalment Guide For Fatmers and Fisherman (T7B) 

Forms 
Number 
Tl-ADJ 
T4-1988 
Supplementary 
T4A-1988 
Supplementary 
T4-T4A 
summaly 
T4F-1988 
T4F Summary 
T4OOA 
T2029 

T2124 

TD3F 

Title 
Tl Adjustment Request 
Statement of Remuneration Paid 

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

Statement of Fishing Income 
Information Return - Fishermen 
Notice of Objection 
Waiver in Respect of Three Year Time 
Limit 
Statement of Income and Expenses from a 
Business 
Fisherman’s Election of Tax Deductions at 
Source 
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Allowances may only be claimed on property used to earn income. 
This schedule shows opposite each property the Part XI class number. The rates for these classes are shown at the bottom. 

Depreciable Property 
Part XI 

Class No. 
***Automobiles ......................................... 10 

Breakwaters - Cernent or Stone ..................... 3 
- Wood ................................ 6 

Buildings and Component Parts 
- Wood, Galvanized or Portable. ................... 6 
- Other: -acquired after 1978 and before 1988 ...... 3 

-acquired after 1987 ....................... 1 
Chain Saws .......................................... 10 
Docks - Cernent, Steel or Stone ..................... 3 

- Wood ....................................... 3 
Drills - Al1 Types ................................... 8 
Electric Motors ...................................... 8 
Engines - Stationary ................................. 8 
Ice Machines ........................................ 8 

***Motor Vehicles (includes automobiles, passenger 
vehicles, and trucks) ................ 10.1 

*Nets ................................................. 8 
Office Equipment .................................... 8 
Outboard Motors ..................................... 10 
Power Block - @use-Seine) ........................ 7 
Fumps ............................................... 8 

Radar or Radio Equipment 
(acquired before May 26, 1976) .................... 9 
(acquired after May 25, 1976) ...................... 8 

Tools - Under $200 ................................. 12 
-$200andover.. ............................. 8 

Trailers .............................................. 10 
*Traps ................................................ 8 

***Trucks ............................................... 10 
Vesse1 and Component Parts ......................... 7 
Weirs ................................................ 3 
Weirs (Fish) ......................................... 8 
Welding Equipment .................................. 8 
Wharves - Cernent, Steel or Stone ................... 3 

- Wood .................................... 6 
**Wind-energy Conversion Equipment ................ .34 

RATES - PART XI 
Glass 1 .............. 4% Glass 8 .......... .20% 
Class 2 .............. 6% Glass 9 ........... 25% 
Glass 3 .............. 5% Glass 10 ......... 30% 
Glass 6 .............. 10% ***Glass 10.1 ....... 30% 
Class 7 .............. 15% Glass 12 ........ 100% 

*As an alternative to depreciation on nets and traps, they 
may be inventoried and the loss in value may be claimed 
as an expense as explained under the heading, “Nets and 
Traps” in Chapter 2. 

**Wind-energy conversion equipment certified as such by 
the Minister of Energy , Mines and Resources Will be 
included in Class 34 and be eligible for a 3-year Write-off 
at 25%, 50%, and 25%, respectively. 

***If your 1988 fiscal period begins after June 17, 1987 you 
must include each motor vehicle you own at the end of 

your 1988 fiscal period in a separate class of new class 
10.1. The terms motor vehicle, automobile, and 
passenger vehicle are discussed in the section “Motor 
vehicle expenses” in Chapter 2 of this Guide. Also, 
please refer to Chapter 3 of this Guide for more details 
conceming “Glass 10.1.” 

Where property is used partly for business and partly for 
persona1 pur-poses, you may claim capital cost allowance on 
the business portion only. 



ORDERING PUBLICATIONS 

TO obtain a Guide or other publication, enter the name in the 
top portion of the form (for example, 1988 Employer’s and 
Trustee’s Guide). 
TO obtain a form, circular and/or bulletin, enter the number 
in the lower portion of the form (for example, T400A, 
IC75-7R3, IT-179). 
Once you have listed what you require, contact your district 

taxation office by mail, telephone or in person. Please refer 
to the inside back caver of the General Tax Guide for 
addresses, telephone numbers and the hours service is 
available. 
If you choose to mail the order form or leave it in person, 
please print your name and address on it. If you mail the 
order form, allow three weeks for delivery. 

tut-along-line 

1*1 Revenue Canada Revenu Canada ORDER FORM 
Taxation Impôt 

Please list the titles or numbers of the publications you need in the boxes below. Print your name and address in the area 
provided and submit your completed form to your district taxation office. 

TITLES OF REQUESTED GUIDES OR OTHER PUBLICATIONS 

NUMBERS OF REQUESTED FORMS, CIRCULARS OR BULLETINS 

NAME 

ADDRESS 

CITY 
PROVINCE POSTAL CODE 




