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What’s new for 1991? 
The major changes are outlined below. For more details on a11 changes for 1991, see the areas highlighted in 
yellow in this guide. 

Goods and services tax (GST) 

The GST came into effect January 1, 1991 and cari affect the amount of income yon report, or the capital cost 
allowance you claim. You may bave received an input tax credit, a transitional credit, or a federal sales tax 
inventory rebate because of the GST. See chapters 2 and 3 for details. 
If you are a member of a partnership, you may be eligible for a rebate of ihe GST paid for certain expenses. 
Sec chapter 7 for details. 

Proposed changes 

This guide includes changes to the Income Tax Act introduced by the Minister of Finance on May 30, 1991. 
These had not yet become law at the time of printing. However, we are prepwing fo apply the proposed 
changes. 

Changing your return - The time limit for requesting an adjustment to your income tax return has b+en 
extended in certain cases. Sec chapter 9 for details. 

Elections - The time limit for making, amending, or revoking elections may be extended in certain cases. Sec 
chapter 9 for details. 

Notice of Objection - The method for filing a Notice of Objection Will be made simpler. Sec chapter 9 for 
details. 

In addition to the above changes, a new Schedule 8 has been added to the General Tax Guide. Use this 
schedule to complete the calculation for Canada Pension Plan contributions on self-employment eamings 
and the self-employment report. 

Dates to remember 
February 29,1992 - File your 1991 T4 and T4A Retums (Forms T4 and T4A Summaries and related 

Forms T4 and T4A Supplemenrary), and give your employees their copies of the Supplementary slips. 

February 29,1992 - File your 1991 T4F Retum (Form T4F Summary and related Form T4F Supplementwy), 
and give the insured self-employed fishermen their copies of the Supplementary slips. 

March 31, 9992 - Most tïshing partnerships file a Partnership Information Retum by March 31, 1992. 
However, there are exceptions as explained in Information Circular 89-5, Partnership Information Return. 

April30,1992 - File your 1991 income tax retum and pay your balance of tax and Canada Pension Plan 
contributions. 

April 30, 1992 - File Form T2011, Election to Average Income, if you would like to average your income, 
with your income tax return. 

April 30, 1992 - File Form T581, Forward Averaging Tax Credits, if you would like lo bring all or some of 
your accumulated averaging amount into income in 1991. 

December 31, 1992 - Pay your instalment of income tax and Canada Pension Plan contributions 

This guide uses plain language to explain the most common income tax situations. If you need more help, 
please contact your district taxation office. 
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Chapter 1 
Introduction 

Who should read this guide? 

Read this guide if you are a self-employed fisherman. It Will 
help you calculate your fïshing income for 1991. The 
General Tax Guide Will help you complete your 1991 
retum. 

Do you need any other forms or 
publications? 

This guide refers to forms that you attach to your tax retum, 
and to publications that caver topics in greater detail. As 
you read through this guide, list the forms and publications 
you need on the order form found at the back. You ca” then 
take or mail the order fotm to your local district taxation 
office, or call the “Request for Fornu” telephone number 
listed in your General Tax Guide. 

What is fishing income? 

Fishing income includes income from fishing for or 
catching: 

0 shell fïsh 

0 crustaceans 

l marine animals 

It does not include your pay as a” employez of someone 
who has a tïshing business. It also does not include any 
other salaries or wages, interest and other investment 
income, Old Age Security pension, Canada or QuLbec 
Pension Plan benefits, Unemployment Insurance benefits, 
etc. Instead, report these types of income on the appropriate 
lines on page 1 of your tax return. 

Fiscal period 

The taxation year or period for an individual filing an 
income tax return is the calendar year. However, you do not 
bave to report your fishing income on this bais. 

You ca” choose the date you want your business year to 
end. Do this when you file your first return to report income 
from your business. The time period your business covers is 
your fiscal period. 

A fiscal period cannot be more than twelve months. A fiscal 
period cari be less than twelve months in certain situations 
such as when a new business begins, when a business 
cornes to a” end, or when you change your fiscal period. 

Your fishing income is reported in the taxation year your 
fiscal period ends. For example, you report income for the 
fiscal period July 1, 1990, to June 30, 1991, on your 1991 
return because the fiscal period ends in the 1991 taxation 
y&3*. 

TO change your fïscal period, you bave to get permission 
from the director of your district taxation office. The request 
should be made in writing and Will only be approved if the 
change is for sound business reasons. A change Will not be 
approved if the main reason is to minimize taxes. If you 
need more information, refer to Interpretation 

Bulletin IT-179 and Special R&ase, Change @Fiscal 
Period. 

Keeping records 

TO calculate your fïshing income or loss for each year, keep 
a record of all your business transactions. The type of 
records you keep depends on whether you own or rent a 
tïshing vesse1 and fish on a share-basis, or psy your crew 
a wage. 

If yo” ow” or rent a ftshing vesse1 and fish on a 
sbare-bais: 

l Record the gross income, ttip expenses, and each 
person’s share for each trip. If you are the designated 
employer for the self-employed tïshetmen in the crew, 
you must complete a T4F Supplementay for each 
sharesman. For more information, read the pamphlet 
called Unemployment Insurance Coverage - 
Information for SeifEmployed Fishermen. 

If you ow” or rent a tïshing vesse1 and psy your crew a 
wage: 

0 Record the income from eacb landing, and the wages 
and expenses paid. Complete a T4 Supplementaty for 
each crew member, deduct and remit income tax, 
Unemployment Insurance premiums, and Canada or 
Québec Pension Plan contributions. This is explained in 
chapter 2 under “Salaries and wages.” 

The examples on page 6 of this chapter show the type of 
records you should keep. 

Always obtain receipts or other documents for evety income 
and expense item. Exemples of such documents are sales 
slips for each landing, trip settlement sheets, and slips or 
records of sales to the public, retailers, restaurants, etc. 

If a supplier does not give you a receipt, keep your own 
record. This record should show the name and address of 
the supplier, date of payment, amount paid, and details of 
the transaction. 

You should bave a system to file receipts, cancelled 
cheques, and other documents to support the amounts show 
in your books. If you do not keep this information, and 
there is no other evidence to support your expenses, we may 
reduce the expenûes you claimed. 

Keep a separate record of aîsets you bought and sold. 
Fishing vessels, radar and radio equipment are examples of 
such assets. The record should show who sold it to you, and 
the cost and the date of purchase. With this record, keep all 
the documents you received for your purchases. For 
example, .keep the contract for the purchase of your fishing 
vessel, any agreements with the Fisheries Loan Board, and 
invoices for the purchase of equipment. When you sel1 or 
trade-in a” asset, record the date you sold it, and the atnount 
you received or were allowed on a trade-in. 

We do riot provide record books, and do not recommend 
any type or sets of books. There are many record books and 
bookkeeping systems that you ca” use. 

You bave to keep business records and supporting 
documents for at least six years from the end of the taxation 



year ta which they relate. For example, business records and 
documents for the 1986 taxation year mut be kept until 
December 31, 1992. If you tïle your return late, keep your 
records and supporting documents for six years from the 
date you filed that retum. 

You bave ta keep the general ledger and any special 
contracts or agreements that relate ta the general ledger for 
six years after the end of the taxation year in which the 
business cesses. 

Also, you bave ta keep records and supporting documents 
necessary for dealing with a Notice of Objection or appeal 
until the issue is settled and the time for filing any further 
appeal has expired. Information on filing a notice of 
objection or appeal is found on page 27 in chapter 9. 

If you would like ta destroy your business records before 
the six-year period is up, you bave ta get written permission 
from the director of your district taxation office. TO do this, 
you an use Form Tl37, Request for Destruction of Books 
and Records. More information on this is in Information 
Circular 78-10, Books and Records RetentionlDestruction. 

How do you report fishing income? 

You cari use either the cash or accrual method ta report 
your fishing incarne. Once you bave chose” a method, you 
should use it in future years. If you want ta change your 
method see the instructions under “Changing your method” 
on this page of this chapter. 

Cash method 

Under this method, you: 

l report incarne in the fiscal period you receive it; and 

0 deduct expenses in the fiscal period you psy them. 

If you accept a post-dated cheque as payment of a debt, 
include the amount in incarne at the time you receive the 
cheque. If the cheque is not honoured, you cari adjust your 
incarne at that time. 

If you accept a post-dated cheque as security for a debt you 
include the amount in incarne wben the cheque is payable. 

If you accept a post-dated cheque that is payable before the 
debt is due, include the amount in incarne on the earlier of: 

l the date the debt is payable; or 

. the date the cheque is cashed or deposited. 

When using the cash method, do not include inventory when 
you calculate your incarne. However, you cari inventory 
your nets and traps. This is explained on page 10 in 
chapter 2 under “Nets and traps.” 

A partnership may only use tbe cash method if all partners 
choose ta use this method. 

Accrual method 

Under this method, you: 

0 report incarne in the fiscal period it is eamed, no matter 
when you receive payment; and 

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

Include complete inventories of tïsh, fish by-products, 
supplies, etc., when you calculate your incarne under this 
method. 
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Count and make a list of your inventory at the end of your 
fiscal period. Keep this list as part of your business records. 

The value you place on tbe items in your year-end inventory 
is important when you calculate your incarne. There are two 
methods ta value inventory for incarne tax purposes: 

l value all inventory at its fair market value; or 

0 value individual items at cost or fair market value, 
whichever value is Iowa. You cari value classes of 
items if individual items cannot be distinguished from 
each other. 

If this is your first year of business, you cari choose either 
method ta value your inventory. In your first year, you Will 
not bave an opening inventory. 

If this is net your tïrst year of business, continue with the 
method used in past years. The value of your inventory at 
the beginning of your 1991 fiscal period is the same as the 
value at the end of your 1990 fiscal period. 

If you need more information on inventories, refer ta 
Interpretation Bulletin IT-473 and Special Releases, 
Inventory Valuation. 

Changing your method of reporting incarne 

TO change from the accrual method to the cash method, 
file. your retum using the cash method, and include a 
statement showing the adjustments ta incarne and expenses 
caused by the change in methods. 

TO change from the cash method to the accrual method, 
you bave ta tïrst get permission from the director of your 
district taxation office. Make the request in writing and 
include the rasons for the change. Also, make the request 
before the date you bave ta file your incarne tax retum for 
the year you want ta make the change. 

Once the change bas been approved, and you file a retum 
for the first time using the accmal method, your incarne and 
expenses statement has ta show each adjustment as a result 
of the change. 

We Will not approve retroactive changes. 

Paying tax by instalment 

If your chief source of incarne is from fishing, you may 
bave ta make one instalment of incarne tax. For 1992,: this 
instalment is due on or before December 31, 1992. 

Forms 

Al1 forms are available at your district taxation office. This 
guide has two copies of each form listed below for your 
convenience. For any form you complete, attach one copy ta 
your retum and keep the other for your records. 

. Form TlA - Request for Loss Carry-Brick 
Use this form when requesting a loss carry-back. 
Chapter 5 Will explain how ta make this request. 

l Form T2011 - Election to Average Income hy 
Farmers and Fishermen 
Use this form if you want ta avemge your incarne 
under the tïve-year block-averaging provisions. 
Chapter 6 wili explain how ta complete this form. Send 
the completed form with your retum and mail them ta 
your taxation centre by April 30, 1992. 
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0 Form T2038 - Investment Tax Credit (Individuals) 0 
If you purchased property in 1991 that is eligible for 

Form T2041 - Capital Cost Allowance Schedule for 
Farmers and Fishermen 

the investment tax credit, complete this form and send it 
with your 1991 retum, whether or not you decide to 
claim this credit for 1991. You should also complete 
this form if you are claiming a credit carried fonvard 
from an exlier year. Sec chapter 8 for information on 
this credit. 

0 Form T2121 - Statement of Fishing Income and 
Expenses 

Forms T2041 and T2121 ax available to help you prepare 
the statements you need for income tax purposes. You cari 
either use these forms or prepare your own statements. 

SUMMARY SHEEl 



Chapter 2 
Income and expenses 

Statement of fishing income and expenses 

You prepare a iïshing income and expenses statement to 
determine the amount of income or loss to report on your 
retum. You may use Fom, T2121, Statement of Fishing 
Income and Expenses, if you report your income using the 
cash method. 

This chapter explains some of the income and expense items 
on Fonn T2121 which is divided inm the following rhree 
parts: 

0 Income and Expenses Statement 

. Adjustments to the Income and Expenses Statement 

0 Partnership Schedule 

If you are a member of a parmership, there are two ways 
your share of the partnership income cari be reported. These 
ways are explained on page 25 in chapter 7, under 
“Partnership information retum.” Read all of chaprer 7 
before completing your pannership’s income and expenses 
statement. 

If you bave a business that is not a fïshing business, you 
bave to prepare separate statemenrs for rhat business. The 
Business and Professiona Income Tax Guide or fhe 
Farming Income Tax Guide may help you to figure. out your 
income from that other business. These guides also bave the 
forms you may need. 

T4F - Statement of tlshing income 

Your T4F slip, Statement of Fishing Income, may net 
include all of the income you receive in the year. Therefore, 
you should keep a detailed record of a11 income you receive. 

As a self-employed fisherman, you may wish to bave 
income tax deducted at the rate of 20% from the proceeds 
you receive from a catch. TO do this, complete Form TD3F, 
Fisherman’s Election for Tax Deductions at Source. This 
form has to be signed by you and the bayer of the catch or 
the designated employer. File one copy of this form with the 
district taxation office where you file your retum. The buyer 
of your catch has to comply with any withholding, 
remitting, and reporting requirements. 

Your T4F slip shows income tax deducted from your fishing 
income. If your fiscal period ends on a date other than 
December 31, you cari enter on line 431 on your return 
either: 

0 the total tax deducted in the year; or 

0 that pan of the tax deducted that is for your 1991 fiscal 
period. 

The balance is then deducted in 1992. In either case, include 
your T4F slip with your 1991 retum. 

Note 
If you are claiming income tax deducted from a 
1990 T4F slip, include a note in your retum to this effect. 

Amounts to be included in income 

This part of the chapter explains the more common types of 
income. If you bave other types of iïshing income net 
show on Fonn TZ121, put them under “Any other 
income,” or list them on a separate sheet of paper and 
attach it to your retum. 

Income from sale of fish and other marine products 

Include a11 amounts you receive from the sale of fïsh, 
lobster, scallops, etc., to the public, retailers, restaurants, etc. 
If you seil fish on the high seas, report the amount you 
receive in Canadian dollars, converted at the exchange rate 
in effect at that time. If you receive these amounts at 
various times in the year, you cari use an average rate. You 
cari get the average rate from your dish’ict taxation office. 

Also include amounts you receive from the sale of Irish 
mass, hening scales, herring roc, seal meat and flippers, 
seaweed, kelp, and roc on kelp. 

Other related income 

Include income you receive that is not show” on your 
T4F slip. Some examples are income received for duties 
performed as a captai”, engineer, first mate, Cook, for 
helping with vesse1 repairs, transporting iïsh, or selling gear 
and bah. 

If the owner pays you a wage and as an incentive lets you 
take a catch and keep the money from the sale of it, include 
this amount in your income. 

If you live in Canada and fïsh on a foreign vessel, report 
any income you receive as a wage or sha% of the catch. 
Report the amount you receive in Canadian dollars. 

Patronage dividends 

Include in income all patronage dividends (other than fhose 
for consumer goods and services) in the year you receive 
them. A patronage dividend that is a share or a certiiïcate of 
indebtedness is considered to be income at the time you 
receive the share or certitïcate. 

Government grants and subsidies 

You may receive a grant, subsidy, or any other type of 
assistance payment from a govemment or a govemment 
agency. Generally, you either include it in income, or reduce 
the related expense by the amount of the income. 

The following are examples of grants you must include in 
income: 

0 deficiency payments you receive under the Fisheries 
Development Act as an offshore or inshore groundfïsh 
fisherman; and 

. deficiency payments you receive under the Fisheries 
Pria? Support Act to supplement low fish prices, such 
as the gropndfish and herring subsidies. 

If you receive govemment assistance to buy depreciable 
properly such as a iïshing vessel, deduct it from the cosi of 
the property. This reduction is for capital cost allowance 
(see page 16 in chapter 3) and investment tax credit (sec 
page 26 in chapter 8) purposes. An example of this type of 
assistance is a payment received under the Commercial and 
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Fishing Vessels Subsidies Program for new commercial 
vessels and fishing vessels built in Canada. 

You may also receive an inducement, reimbursement, 
contribution, or allowance from a non-government source. 
Include such amounts in income. However, if you use the 
amount to buy property, you cari either reduce the cost or 
capital cost of the property, or include the amount in your 
income. 

üoods and services tax (GST) 

Starting on January 1, 199 1, some of the expenses or 
property purchases you made for your fïshing business Will 
have included the GST. If this is your situation, you may 
bave also claimed the related input tax eredit, from 
Revenue Canada, Customs and Excise for the expense or 
property purchase. 

If you receive an input tax credit for your fishing expenses, 
you either include the amount in income, or reduce the 
amount of the related expense. 

If you receive an input tax credit for the purchase of 
depreciable property used in your tïshing business, we 
consider the amount you receive to be govemment 
assistance. Therefore, you bave to deduct the amount of the 
input tax credit from the cost of the property. This reduction 
is for capital cost allowance (see chapter 3) and investment 
tan credit (see chapter 8) purposes. See page 16 under 
“Grant, subsidy, or other incentive or inducement” for 
further information on how the input tax credit affects your 
capital cost allowance claim. 

Transitional credit 

If you receive a GST transitional credit of up to $1,000 
from Revenue Canada, Customs and Excise, include it in 
income. 

Federal sales tax inventory rebate 

If you receive a GST federal sales tax inventory rebate from 
Revenue Canada, Customs and Excise, include it in income. 

Groundtïsh gill net buy-back program payments 

There are two ways to treat payments you receive under this 
program: 

0 If you capitalize your nets, the payment you receive 
reduces the undepreciated capital cost of the chus. If 
this results in a recapture of capital cost allowance, 
report the recapture as income. 

0 If you inventory your nets, the payment you receive 
reduces any loss you deduct as an expense. If the 
payment is more than the value of the nets, report the 
excess as income. 

“Nets and traps” are explained on page 10 in this chapter. 

Rebates or bonuses 

Include in income any rebates you receive from purchasing 
supplies, fuel, insurance, etc. Also include any bonuses you 
receive from fishing vesse1 owners and buyers. 

If you receive a federal excise tax rebate for gasoline, you 
ca” either add the rebate to income, or deduct it from your 
gasoline expense. 

Payment of debts with part of a catch 

If you buy property or settle a business or persona1 debt, 
and, instead of money, you pay the other person with fish or 
other catch, you bave to include the fair market value of the 

fïsh or other catch in income. Fair market value is the price 
for which you would purchase or sel1 an item or property in 
a normal business transaction. 

If the amount settled is a business expense, include the fair 
market value of the fish or catch in income. You cari also 
deduct the value as an expense. 

Sale of property 

If you sel1 capital property, you may bave ta add a 
recapture of capital cost allowance and any taxable capital 
gain to your income. These items are explained in chapter 3. 

Include in income the amount you receive from the sale of 
small tools that you deducted as an expense. 

If you sel1 a fishing vessel, and the price includes other 
items such as a tïshing license, or nets and traps, divide the 
selling price among the items sold. TO do this, you and the 
buyer should try to reach agreement on the price for each 
item. 

Example 
Item 

Fishing vesse1 

Amount Tax treatment 

$20,000 Seller - deduct from 
class. 
Boyer - add to class, 
see chapter 3 on capital 
cost allowance. 

Nets, traps 7,000 Seller - income, if 
you inventory your 
nets and traps. 
Proceeds of disposition, 
if you capital& your 
nets and traps. 
Boyer - see “Nets 
and traps” under 
CCpC”%S 

Fishing licenses 

Hooks, lines, etc. 

5,000 See chapter 4 on 
eligible capital 
expenditures. 

500 Seller - income. 
Buyer - expense. 

Total selling prix $32,500 

Compensation for loss of tïshing income or property 

Add to income any arnount you receive as compensation for 
lost or destroyed nets and traps that you included in 
inventory. Also include compensation you receive for a loss 
of income. 

Compensation for lost or destroyed capital property such as 
a fishing vessel, capitalized nets and traps, or equipment, is 
considered to be proceeds of disposition for the property. 
You bave ta deduct this compensation from the 
undepreciated capital cost of the class. See chapter 3 for 
more information. 

Insurance proceeds 

Add to income insurance proceeds received for an item 
deducted as an expense. If the amount is for capital property 
that was lest or destroyed, it is considered to be proceeds of 
disposition for that property. Deduct it from the 
undepreciated capital cost of the class. 
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Amounts to be deducted as expenses 

This part of the chapter explains the most comtnon 
expenses. They are explained in the satne order as they 
appear on Form T2121. If you bave other types of fïshing 
expenses net show on Form T2121, put them under “Other 
expenses,” or list them on a separate sheet of paper and 
attach it ta your retum. 

Who cari claim expenses? 

Generally, tïshing vesse1 owners, captains of fishing vessels, 
and sharesmen who receive a share of the catch are 
considered ta be self-employed fishermen. They cari deduct 
as expenses, amounts spent ta eam iishing incarne. 

Your deductible expenses include any GST paid on these 
CXpe”SW 

Fishing vesse1 owners 

As a fishing vesse1 owner, you cari deduct all the expenses 
for each trip including the expenses ta calculate the crew 
shares. 

You may also be entitled ta deduct expenses for the 
business-use of your home, and the cost of travelling 
between your home and the iïshing vessel. However, in 
order ta deduct either of these expenses you bave ta meet 
certain ciitetia. This is explained on page 13 under 
“Business-use of home expenses,” and on page l,l under 
“Business-use of a tnotor vehicle” in this chapter. 

Food expenses are explained in the “‘Food provisions” 
section of this chapter. You cari also deduct any other 
expenses ta earn tïshing incarne, as well as capital cost 
allowance on property owned and used for tïshing. 

Captains of fishing vessels 

As the captai” of a fishing vessel, you cari deduct expenses 
that were not paid by the owner. These expenses include the 
cost of persona1 navigational aids and rubber gex. You cari 
also deduct motor vehicle expenses for the transportation of 
crew members, and the gathering of supplies and parts for 
use, on the vessel. You may also be entitled ta deduct 
busiixss-use of home expenses, and the cost of travelling 
between your home and the fishing vessel, provided you 
meet certain criteria as mentioned under “Fishing vesse1 
owners” in this chapter. 

Sharesmen 

As a sharesman, your incarne is calculated after all hip 
expenses are deducted from the sale proceeds of the catch. 
Therefore, the only expenses you cari deduct are atnounts 
for tubber gear, gloves, and knives for use on the fishing 
vessel. A sharesman cannot deduct the cost of travelling 
between home and the fishing vessel. These costs are 
considered personal. 

Note 
Fishing vesse1 owners, captains, and sharesmen cannot 
duplicate expenses. For example, expenses such as fuel, 
food and ice deducted by the owner in calculating the 
iticome ta be shared cannot be deducted by anyone else. 

Fishing vesse1 used mainly for persona1 use 

If you use a tïshing vesse1 mainly for personal use but 
sometimes catch a small amount of fish ta sel], you cari 

deduct expenses and capital cost allowance. However, the 
amount you cari deduct cannot be more than the incarne 
from the catch. 

Prepaid expenses 

A prepaid expense is, for example, the cost of a service that 
you pay in advance. An example of this is insurance you 
pay in one year but receive the b-m& the following year. 

If you use the cash method ta calculate your fïshing incarne, 
and bave a binding contract with the supplier, you cari 
deduct the fa11 amount of prepaid expenses paid in the year. 

If you use the accrual method ta calculate your fishing 
incarne, deduct the portion of the prepaid expenses that 
relates ta the year the benefit is received. This is explained 
in Interpretation Bulletin IT-417, Prepaid Expenses and 
Deferred Charges. 

Saiaries and wages 

Deduct the total wages paid ta your crew. Keep a detailed 
record of the amounts paid ta each crew member, along 
with their name, address, and social insurance number. 

When you pay your employees, the general rule is ta 
withhold Canada or Qu6bec Pension Plan contributions, 
Unemployment Insurance premiums, and incarne tax on 
their behalf. For information about this and exceptions ta 
the rule, sec the employer’s instructions in the Employer~’ 
Guide to Source Deductions, and the booklets The Canada 
Pension Plan - Information for the S&Employed, and 
Unempioyment Insurance Coverage - hformation for 
Self-Employed Fishermen. 

Deduct the amount of wages paid before withholding 
amounts. Deduct as a separate expense, the employer’s 
portion of Canada or Qdbec Pension Plan contributions, 
and Unemployment Insurance premiums, but do not deduct 
amounts you withhold on your employees’ behalf. 

Report on a T4 Supplementary slip the wages paid ta your 
employees, and amounts you withhold during the year. This 
includes wages paid for repairing and painting the vessel, 
cutting bait, baiting trawl, shocking scallops, lumpers, 
standing watch, etc. 

Also complete T4 and T4A retums which includes T4 and 
T4A Summaries and the T4 and T4A Supplementaries. For 
the 1991 taxation year, complete this information and mail it 
ta your taxation centre by Febrwry 29, 1992. For 
instructions on how ta complete the T4 and T4A retums see 
the Employer~’ Guide m Source Deductions. 

Deduct wages paid ta your Child if: 

0 you actually paid the wages in cash or in kind; 

. the work by your Child was necessary for eaming 
fishing incarne and, if the work was not done by your 
Child, you would bave hired sonzone else ta do the 
work; and 

. the wages are reasonable, considering the child’s age 
and the amount you would bave paid someone else ta 
do the same work. 

Keep documents ta support the amount paid. If you pay by 
cheque, keep the cancelled cheques. If you pay in cash, 
bave the Child sign a receipt. 

You cari also deduct wages paid ta your spouse if you 
follow the same rules as for wages paid ta your Child. 
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Report the wages paid to your childre” and your spouse on 
T4 slips. 

Crew shares 

License 

Deduct the cost of renewing your annual licenses. If yo” 
purchase a license from another fisherman. vo” ca” onlv 
deduct part of the cost each year. This is eiplained in . 
chapter 4, “Eligible capital expenditures.” 

Deduct the amount for each crew member’s share of the 
catch. These amounts are found on the tri” seulement 
sheets. 

I”sWa”Ce 

If you buy a fishing vesse1 and the prie includes the cost of 
a license, you need to know what portion of the prix 
applies to the license, and what portion applies to the vessel. 
TO do this, try to re&h an agreement with the seller on 
these amounts. 

Interest expense 

Deduct interest paid on money borrowed for the purpose of 
eaming fïshing income. Examples of this are interest on 
money borrowed to buy a tïshing vessel, engine, gear, etc. 
However, there is a limit on the interest you ca” deduct on 
money borrowed to buy a passenger vehicle used in your 
fishing business. This is explained in “Motor vehicle 
expenses” in this chapter. 

You cannot deduct interest on money borrowed for persona1 
use, interest on overdue income taxes, or the principal 
portion of loan OI mortgage payments. 

Food provisions 

Deduct amounts paid for food you stock on your vesse1 for 
your crew to est while offshore fishing. As a general nde, 
inshore fishamen do “ot stock food, but bring lunches from 
home for their crew. Sine the trips for these fishamen are 
of a short duration (leave home early in the moming and 
retum late in the aftemoon), it is “ot “ecessary to stock 
food. Therefore, you canot deduct amounts paid for these 
.lunches. 

For a crew member (not a sharesman) or other helper to 
whom you psy a wage and also provide me&, the value of 
the meal is a taxable benefit to the employee. The value of 
the taxable benefit is included in the employee’s total 
wages. However, if the fishing vesse1 is at sea for 36 heurs 
or more, it is considered a special work site, and the value 
of meals is not a taxable benefit. If you need more 
information about this, read Interpretation Bulletins IT-91 
and Special R&ase, Employment ar Special or Remote 
Work Sites and IT-254, Fishermen - Employees and 
Seafarers - Value of Rations and Quarters. 

Gasoline and oil 

Deduct the amounts paid for gasoline and oil for your 
fishing vesse1 and equipment. If you use a car or tmck for 
your fishing business, sec “Motor vehicle expenses” in this 
chapter. 

Gem 

Deduct the amounts paid for gear which includes knives, 
small miscellaneous supplies, gloves, and mbber or oilskin 
clothing for use in your fishing business. The cost of other 
clothing is persona1 and cannot be deducted. 

Deduct amounts paid for insuring your fishing vesse1 and 
equipment. 

Do not deduct amounts paid for insuring persona1 property 
such as your home and car. However, if you use propeny 
for persona1 and business purposes, you ca” deduct the 
business portion as an expense. For more information, sec 
“Business-use of a motor vehicle,” on page 11 and 
“Business-use of home expenses” on page 13 in this 
chapter. 

Generally, you Ca”not deduct amounts paid for life 
insurance premiums. 

Nets and traps include lines, hooks, buoys, anchors and 
Nets and traps 

radar reflectors. 

Generally, you cannot deduct the full cost of nets and tmps 
you buy during the year. Instead, there are two methods you 
ca” use to deduct these costs against income. 

Method 1 - Capital cost allowance method 

Capitalize the cost of nets and tram. and deduct an amo”“t 
foi capital cost allowance each y&: Capital cost all~wance 
is explained in chapter 3. 

Method 2 - Inventory method 

Add the cost of nets and traps to inventory, and deduct the 
loss in value as show” in the following example: 

Value of nets, uaps, twine, etc., on hand at 
the end of last year as repotted on your 
1990 retum.. $ 750 

Add: Cost of nets and tmps 
purchased $200 
Cost of twine and other 
net and trap marials 
purchased (do not 
include the value of 
your own labour) 125 

a* 

Subtotal.. $1,075 

Deduct: Value of nets, tmps, 
twine, etc., on hand at 
the end of 1991 $700** 

Proceeds from sale and 
insurance of nets, traps, 
twine, etc. 150 

850 

LOS~ on nets and traps to be deducted $225 

* If you use the inventory method, do not deduct this 
amount as an expense. 

**The value of nets and traps on hand is the amount 
you would receive if you sold them to anotber 
fisherman who is not related to you. 

If you just started your tïshing business, choose one of the 
two methods. If you haVe been in business for several years 
and bave consistently claimed the cost of replacing nets and 
traps as an expense each year, yo” cari continue to do SO, or 
you may change to one of the two methods. If you change 
methods in 1991, the value of nets and traps on hand at the 
end of 1990 Will be zero (the value has already been 
deducted as an expense in prier years). 

YOU ca” change from the inventory method to the capital 
cost allowance method but not vice versa. 
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S*a11 tools Example 
Deduct the full cost of a tool that costs less than $200. If a 
tool costs $200 or more, add the cost to yoor capital cost 
allowance schedule (sec chapter 3). 

Jim’s iïshing business has a December 31, 1991 
year-end. He owns a pickup tmck that he used to 
carry nets and otber equipment. Jim recorded the 
following information for 1991: 

Motor vehicle expenses 

Before explaining tbe motor vehicle expenses yo” are 
entitled to deduct, you first need to know the difference 
between a motor vehicle, an automobile and a passenger 
vehicle. 

Business kilometres . . . . . . . .27,COO km 
Total kilometres . . . . . . . .30,000 km 

Knowing the difference is important because there is a limit 
on the amount of capital cost allowance, interest, and 
leasing costs you ca” deduct in the year for passenger 
vehicles. 

Gasoline and oil . . . . . $3,500 
Repairs and maintenance . . . 500 
I”sura”ce.. . . . . . . . 1,000 
Interest (on loan to purchase tmck) . . . . . , . , . 1,900 
License and registration fees . 100 

The capital cost allowance limits are explained in chapter 3. 
The interest and leasing cost limits are explained later in 
this chapter. 

Total expenses for the tmck . . $?,ooo 

Jim calculates the motor vehicle expenses he ca” 
deduct in 1991 as follows: 

A motor vehicle is any automotive vehicle for “se on 
highways or streets. 

Under proposed legislation, ao automobile is a motor 
vehicle that is designed or adapted primarily to cany people 
on streets and highways, and seats no more than the driver 
and eight passengers. However, there are exceptions to this 
definition. An automobile does not include: 

Business kilomettes = 27.000 x $7,000 = $6,300 
Total kilometres 30,cm 

Interest on money horrowed for a passenger vehicle 

0 a pick-up huck, van, or similar vehicle that seats no 
more than a driver and two passengers, and in the year 
it is purchased, is used primarily (more than 50%) to 
transport goods or equipment in the course of eaming 
income; OI 

. a pick-up tmck, van, or similar vehicle that in the year 
of purchase is used 90% or more to transport goods, 
equipment, or passengers in the course of eaming 
income. 

Subject to certain limitations, yo” cari deduct interest paid 
on money borrowed to purchase a passenger vehicle for 
business “se. The amount yo” cari deduct depends on the 
date you bought your passenger vehicle. If you bought a 
passenger vehicle before September 1, 1989, you cannot 
deduct more than $8.33 times the number of days for which 
interest was paid. If you bought a passenger vehicle after 
August 31, 1989, you cannot deduct more than $10.00 
times the number of days for which interest was paid. 

A passenger vehicle is any automobile you bought after 
June 17, 1987. A passenger vehicle is also an automobile 
that you leased under an agreement entered into, extended 
or renewed after June 17, 1987. 

An automobile you bought under the tetms of a written 
agreement entered into before June 18, 1987 is not a 
passenger vehicle. 

If you “se the cash method to calculate your income, 
complete Chart 1 to calculate the interest you cari deduct. If 
you “se your passenger vehicle for business and persona1 
“se, you should also complete this chat? bafore calculating 
the business-use portion yo” cari deduct as an expense. 

If yo” “se the accrual method to calculate your income, get 
the Business and Professionai hcome Tax Guide for 
information on the interest you ca” deduct. 

Note 
The vehicles described as exceptions to the definition of 
automobile are motor vehicles, not passenger vehicles. 
Therefore, they arc not subject to the interest, leasing, and 
capital cost allowance limitations. 

Business-use of a motor vehicle 

If you “se your motor vehicle for business and persona1 “se, 
you ca” deduct only the portion of the expenses related to 
business-use. Business-use includes trips made to pick “p 
parts or supplies for your fïshing vessel, delivery of fish to 
mark&, etc. It also includes the distance travelled between 
your home and the tïshing vesse1 if yow home is your base 
of operation. The criteria used to determine your principal 
place of business are under “Business-use of home 
expenses” in this chapter. 

TO support your motor vehicle expenses, it is important to 
keep a record of the business and persona1 “se. 

Chart 1 

Enter the total interest paid in the year 

the number of days 
$ *x for which 

interest was paid 
Available interest expense: 
Laser of (A) and (B) 

(4 

63 

*for passenger vehicles bought before September 1, 1989 
enter $8.33. 
for passenger vehicles bought after August 31, 1989 
enter $10.00. 

Example 
Frank’s fishing business has a December 31, 1991 
year-end. In March 1988, he bought a new car that he 
“ses for bath persona1 and business purposes. The car 
seats a driver and four passengers. Frank borrowed the 
money to buy the car, and the interest he paid in 1991 
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was $5,000. Frank recorded the following information 
for 1991: 

Business kilometres .20,000 km 
Total kilometres 25,000 km 

If you need more information about capital expenditures, see 
Interpretation Bulletin IT-128, Capital Cost Allowance - 
Depreciable Property. 

Engine repairs 

Gasoline and oil $2,000 
Repairs and maintenance 1,000 

Deduct amounts paid for a11 engine repairs. You ca” also 

1,900 
deduct the cost of an overhaul. However, if you replace an 

1”s”ra”ce. 
Interest (on loan to purchase car). 3,040* 

engine, the amount you paid is a capital expenditure. 

License and registration 60 
Therefore, you add it to the cost of the vesse1 for capital 
cost a110wa*ce purposes. 

Total car expenses $g,ooo Electrical equipment repairs 

* Since the car Frank bought is a passenger vehicle, 
the interest is restricted. The available interest 
expense that Frank cari claim is the lesser of: 

Deduct the cost of a11 repairs to a loran, sounder, radar, 
ship-to-shore radio, fish ilnder, etc. 

. the total interest paid in 1991 of $5,000; and 

. $8.33 x 365 days = $3,040. 

Since Frank bought the passenger vehicle before 
September 1, 1989, he used the rate of $8.33. 

Other expenses 
Legal and accounting fees 

Frank calculated the motor vehicle expense he cari 
deduct in 1991 as follows: 

You cari deduct legal costs that apply to your fishing 
business. You cari also deduct any fees paid to bave your 
tax retum completed. Put these types of legal and 
accounting fees on the “Other expenses” line on your 
statement of income and expenses. 

Business kilometres = 20,000 x $8,000 = $6,400 
Total kilometres 25,000 

Leasing costs for a passenger vehicle 

You add legal costs and other fees for the purchase of 
property, such as a fishing vesse1 or equipment, to the cost 
of the property. For example, the cost of a fishing vesse1 for 
capital cost allowance purposes is the actual price plus the 
legal fees you paid to buy it. 

If you lease a passenger vehicle for business-use, there is a 
limit on the leasing costs you deduct as an expense. If you 
report your income using the cash method, use the chart 
“Eligible Leasing Costs Chart for Passenger Vehicles” in 
chapter 6 of the Employment Expenses Tax Guide. If you 
report your income using the accrual method, use the similar 
chat? in chapter 3 of the Business and Professional Income 
Tax Guide. 

You cari also deduct legal and accounting fees if they are 
for an objection or appeal against an assessment for income 
tax, Canada or Québec Pension Plan contributions, or 
Unemployment Insurance premiums. You should reduce 
your deduction by any amount you receive to caver your 
costs. Put these types of fees on line 232 of your income 
tax retum. 

Joint ownership 
If you need more information, see Interpretation 
Bulletin IT-99, Legai and Accounting Fees. 

If you and someone else own or lease the same passenger 
vehicle, the limits on capital cost allowance, interest, and 
leasing charges still apply. The total smount the joint 
owners cari deduct cannot be more than the amount only 
one person owning or leasing the passenger vehicle could 
deduct. 

Leasing costs 

If you lease property, deduct the lease payments you made 
in the year. If you are leasing a “passenger vehicle” see the 
section “Leasing costs for a passenger vehicle” in this 
chapter. 

More than one vehicle 

If you use more than one motor vehicle for business 
purposes, keep a separate record of the business kilometres 
and the total kilometres driven, and the expenses for each 
vehicle. Calculate each vehicle’s expenses separately. 

If you entered into a lease agreement after April 26, 1989, 
there is a different tax treatment available to you. If you and 
the lessor jointly elect, both the following mles apply: 

. we consider you to bave purchased the property rather 
than to bave leased it; and 

If you need more information on motor vehicle expenses, 
see Interpretation Bulletin IT-521, Motor Vehicle Expenses 
Claimed by Self-Employed Individu&. 

. we consider you to bave borrowed an amount equal to 
the fair market value of the leased property. 

Fisbing vessel repairs 

You cari deduct amounts paid for general repairs to keep 
your Bshing vesse1 in seaworthy condition. This includes the 
repairs made as a result of a govemment inspection. 

TO make this election, you bave to use either Fotm T2145, 
Election in Respect of the Leasing of Property, or 
Fotm T2146, Election in Respect of Assigned Leases or 
Subleased Property, and file it with your income tax retum 
for the year the lease agreement is made. 

Structural improvements and additions you make to your 

fishing vesse1 are capital expenditures. These are added to 
the cost of the vesse1 for capital cost allowance purposes 

(sec chapter 3). 

The lease payments are treated as combined payments of 
principal and interest on the loan. Deduct the interest 
portion of the payment as an expense. You cari also deduct 
capital cost allowance on the property. 
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. the work space is your principal place of business; or 

. you use the work space only for your tïshing business 
and it is used on a continuous and regular basis for 
meeting your customers. 

The guidelines to use to determine your principal place of 
business are: 

. the location of your office; 

l where you keep the books and records for the business; 

. where you arrange transactions with customers and 
supplias; 

l where your employa report to work; 

. where you keep your inventory and supplies; and 

0 where you keep the tools of your trade. 

The type of expenses you an deduct include light, heat, 
water, home insurance, mortgage interest, propaty taxes, 
rent (if you rent the houx you are living in), and capital 
cost allowance. The amount you cari deduct is the portion 
that is for business-use. TO determine the portion you ca” 
deduct, ose a reasonable basis such as the area of the work 
space divided by the total area. 

However, the total amount you cari deduct for business-use 
of home expenses cannot be more than the net income from 
your fïshing business before deducting this expense. This 
means these expenses canot be used to create OI increase a 
10s~. Any expenses that you cannot deduct in the year cari 
be used in the next year, subject to the same rules. 

If you deduct capital cost allowance on the business-use part 
of your home, and later sel1 your home, the tules for capital 
cost allowance recapture and taxable capital gains apply (sec 
chapter 3). 

If you need more information, see Intwpretation 
Bulletin IT-5 14, Work Space in Home Expenses. 

Partnership schedule 

If you are a member of a partnership that does not bave to 
file a Partnership Information Retum (sec chapter 7). you 
bave to provide: 

. the names of a11 partners; 

l the details of income or loss allocated; and 

. a list of expenses you are deducting from your share of 
the partnership income or 10s~. 

You cari use the partnership schedule on the back of 
Form T2121 to show this information. The schedule is made 
up of the following areas: 

Area 1 

Show your share and each partner’s share of the net income 
(10s~) after adjustments, according to the tetms of the 
partnership agreement. Some agreements cal1 for a salary to 
be paid to the partners before the partnership income is 
divided on a percentage bais, or for the payment of interest 
to partners based on capital invested in the partnership. If 
these amounts are not based on a straight percentage of the 
net income of the partnership, attach a note explaining how 
these amounts were calculated. 

These tules apply when the total fair market value of the 
property you lease is more than $25,CHJO. In addition, only 
certain types of property qualify for this treatment. A fishing 
vesse1 is an example of the type of property that qualifies, 
whereas office fumiture, radio receivers, and automobiles 
usually do not qualify. 
If you bave made this type of lease arrangement with the 
lessor, contact your district taxation office if you need more 
information. 

Capital cost allowance 
Enter your capital cost allowance claim from Fotm T2041 
or your own schedule. Capital cost allowance is explained in 
chapter 3. 

Allowance on eligible capital property 
This deduction and how to calculate it is explained in 
chapter 4, “Eligible capital expenditures.” 

Net income (loss) before adjustments 

Subtract your total fishing expenses from your gross fishing 
income. The difference is your net income or loss before 
adjustments. Enter this amount under net income or loss 
before adjustments on Form T2121. 

Adjustments to the income and expenses 
statement 

It is often necessary to adjust the net income (10s~) hefore 
adjustments to detetmine the net income (10s~) to report on 
your retum. The more common adjustments are listed on 
Form T2121. If no adjustments are required, the net income 
(10s~) before adjustments is the amount you enter at 
line 143 on page 1 of your retum. 

Mary or wages paid to yourself andior partners 
If you operate your tïshing business as a proprietorship and 
you deduct a salary paid to yourself, add this amount back 
ta your income. 

If you operate your fïshing business as a pattnerstiip and 
salaries are paid to the members of the patnership and 
deducted as an expense, add these amounts back into 
income. 
You bave to do this because salaries paid are actually an 
allocation of the partnership income. 

Non-allowahle expenses and personal or non-business 
portion of expenses 
If you include non-allowable expenses, persona1 expenses or 
the non-business portion of expenses in your total fishing 
expenses, add these amounts back into your income. 
Examples of these types of expenses are as follows: 

. charitable donations and political contributions that you 
deducted as a business expense. You may be able to 
claim these at the relevant lines on your income tax 
mur”; 

l interest and penalties on incotne tax; 

l life insurance pretniums; and 

0 fines and penalties. 

Business-use of home expenses 
Deduct expenses for the business-use of a work space in 
your home if either: 
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Area II 

Show your share of the pastnership incarne or loss from 
Area 1 or from copy 2 of Form T5013 Supplementary. 
Deduct any expenses you had ta eam partnership incarne 
that were net paid back ta you by the partnership. For 
example, if you used your automobile for the patnership 
business, you cari deduct the business portion of the 
C+hT”SeS. 

Net fishing income (loss) 

Enter your gross iïshing incarne on line 170, and your net 
tïshing incarne on line 143 on page 1 of your retwn. 

The gross is the amount of gross fishing incarne before 
deducting total ,fishing expenses on Form T2121. 

If you operate your tïshing business alone, net fishing 
incarne is the amount after “Adjustments ta the Incarne and 
Expenses Statement” on the same form. 

You cari also use this area ta deduct any expenses for If you operate your tïshing business with someone else, net 
business-use of your home. Sec the section “Business-use of tïshing incarne is the amount after completing the 
home expenses” in this chapter for details. “Patnership Schedule” on the reverse of Form T2121. 

Chapter 3 
Capital cost allowance schedule - Form T2041 

What is capital cost allowance? 

Capital cost allowance is a tax term for depreciation. You 
cannot deduct the original cost of depreciable property, such 
as equipment for use in your fishing business, in the year 
you buy the property. However, since this type of propaty 
Will wear out or become obsolete over time, you cari deduct 
a portion of its cost each year. The portion you cari deduct 
is called capital cost allowance (CCA). 

Definitions 

You Will need ta know the meaning of certain terms before 
you cari figure out your claim for CCA. 

A property is available for use at the rime it is delivered ta 
you and is in working prder. For example, if you buy an 
electric motor and bave it delivered ta you in 1991, but it is 
net in working condition until 1992, you cannot claim CCA 
until 1992. 

On the other hand, if you buy an elechic motor that is 
delivered and in working order in 1991, but you do net use 
it until 1992, you cari still claim CCA in 1991 because it 
was available for use in 1991. 

Note 
The “available for use” mle is based on proposed 
legislation. 

The amount on rvhich you fïrst claim CCA is the capital 
cost of a property. Generally, the capital cost is how much 
you paid for a property, plus any sales tax, legal fees, 
delivery and installation charges. 

Depreciahle property is any property you cari claim CCA 
on. Depreciable properdes are usually grouped into classes. 
For example, pumps, ice machines, and tools that cost $200 
or more are grouped together in class 8. Your CCA claim is 
based on a rate assigned ta each class of property. 

Sec the section “Rates of capital cost allowance” on page 28 
for a listing of classes and rates for the more common 
depreciable properdes used in a fishing business. Part XI of 
the Income Tax Regulations has a complete list of a11 
depreciable properdes. 

Proceeds of the sale is usually the sale price of a property 
after you subtract any expenses related ta its sale. When you 

tmde in a property ta buy a new one, the value of the 
trade-in is your proceeds of the sale. 

Undepreciated capital cost (VCC) is the balance of the 
capital cost left for further depreciation at any given time. 
The amount of CCA you claim each year Will reduce 
the UCC of the property. 

A non-arm’s length transaction is, for example, a 
transaction between members of a family such as a husband 
and wife, or father and son. 

Fair market value (FMV) is the price you would buy or 
se.11 a property for in a normal business transaction. 

General comments 

There are a few other things you should know about CCA: 

0 You do net bave fa claim the maximum amount 
of CCA in any given year. You cari claim any amount 
you wish, from zero right up ta the maximum allowed 
for the year. 

0 The amount you deduct for CCA is net affected by 
whether you use the cash or accrua method of 
accounting. The maximum you cari deduct is the same 
under either method. 

0 If you are using depreciable property in 1991 that you 
used in your iïshing business before January 1, 1972, 
the information on how ta claim CCA is in Information 
Circular 86-5, Part XVII-Capital Cost Allowance, 
Farming and Fishing. 

The rest of this chapter explains how ta calculate your CCA 
claim for 1991 using the part XI method. TO do SO, you cari 
use Form T2041, included in this guide. 

How to complete Form T2041, capital cost 
allowance schedule 

If you bave more than one business, prepare a separate 
CCA schedule for each business. 

Pri”t your social insurance number, name, and address on 
the top of the form. 

Column 1 - Glass number 

If you stated tïshing in 1991, fïrst read the instructions for 
column 3, and then complete this column. 
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If you deducted CCA in past years, enter the class numbers 
in column 1. Use last year’s CCA schedule ta get this 
i”fomw.tion. 

Column 2 - UCC at beginning of the year 

The UCC amounts for each class at the beginning of 
your 1991 fiscal period are the same amounts as at the end 
of your 1990 fiscal period. If yo” used For”~ T204l 
for 1990, these amounts Will be in column 10. 

You bave ta reduce your UCC at the beginning of 1991 by 
any investment tax credit deducted, refunded, or both 
in 1990. Yo” also bave ta reduce your UCC by any 1990 
investment tax credit you carried back ta a year 
before 1990. The investment tax credit is explained in 
chapter 8. 

If you started tïshing in 1991, put zero in this column for 
*Il classes. 

Column 3 - Cost of additions during the year 

If you buy depreciable property in the year, you fïrst bave 
ta figure out the capital COS~ of the property, and then 
decide which class the property belongs ta. TO do this, 
complete Area A of Fotm T2041. Remember that your 
propeny has ta be available for “se for you ta put the 
capital COS~ in this column. 

Tbere are some situations where yo” may need ta adjust the 
capital cost of the property. The rest of the explanations for 
this column Will show you how ta do this. 

Change in use 

If yo” buy property for persona1 “se, and then start using it 
in 1991 for business, you need ta find o”t the capital cost 
for business purposes. In most situations, the capital COS~ is 
the FMV of the property at the time of the change in ose. 

However, if the actual cost of the property is less than 
the FMV, complete the following chat ta fïnd o”t the 
capital cost ta put in column 3. 

Actual COS~ of 
the property sm (1) 

FMV of the 
pr0p-y $ (2) ,, 
Amount from 
line (1) (3) 

Line (2) minus 
line (3) 
(if negative, 
enter zero) $ (4) 

Enter a”y * 
capital gains 
deductio” 
claimed for the 
anlount on 
line (4) $ x 413 = (5) 

Line (4) minus 
line (5) 
(if negative, 
enter zero) $ x 314 = $- (‘3 

Your capital cost is line (1) plus line (6) $- 
*Tbe capital gains deduction is explained in the Capital Gains 

Tax Guide. 

Passenger vehicles - Glass 10.1 

Your passenger vehicle cari belong ta either class 10 or 
class 10.1. For the definition of a passenger vehicle sec the 
section “Motor vehicle expenses” on page 11 in chapter 2. 

Include your passenger vehicle in class 10.1 if it meets 
either of the following conditions: 

l Your passager vehicle is one you baught before 
September 1, 1989, that cost you more than $20,000. 

0 Your passenger vehicle is one you bought after 
August 3 1, 1989, that COS~ you more than $24,000. 

The $20,000 and $24,000 amounts are the capital cost limits 
for a passenger vehicle. 

Put each passenger vehicle subject ta the capital cost limits 
into its ow” class 10.1. In other words, you list each 
class 10.1 passenger vehicle separately. 

Starting on Januay 1, 1991, ta figure out what class your 
passenger vehicle belongs ta, “se the price of the car before 
you add the goods and services tax (GST) and any 
provincial sales tax (PST). 

If your passenger vehicle COS~ $24,ooO or less before 
the GST and PST, it belongs ta class 10. For example, on 
June 21, 1991, yo” bought a passenger vehicle for $21,ooO. 
You also paid GST of $1,470 and PST of $1,680. Your 
vehicle belongs in class 10 even though its capital cost 
is $24,150 ($21,000 + $1,470 + $1,680). This is because 
your cost before the GST and PST was $21,000. You would 
include $24,150 in column 3. 

If, on the other hand, your passager vehicle cost more 
than $24,ooO before the GST and PST, your vehicle belongs 
in class 10.1. When you calculate your capital COS~, you add 
ta the $24,000, the GST and PST yo” would bave paid 
on $24,000. 

For exemple, suppose that on July 24, 1991, you bought a 
passenger vehicle that COS~ $26,CiXl before you include 
the GST and PST. Your vehicle belongs in class 10.1. 
Assume the GST on $24,000 is $1,680 and the PST 
is $1,920. Your capital cost is $27,600 
($24,000 + $1,680 + $1,920). You would include $27,600 in 
col”m” 3 for a class 10.1 property. 

Construction costs, or costs of improvements, or bath 

If you co”stnxt depreciable property for business-use, the 
capital cost includes the cost of materials and labour. Do not 
include the value of your own labour. 

Add the cost of improvements or additions ta depreciable 
property ta its capital COS~. If you need more information 
see “Fishing vesse1 repairs” on page 12 in chapter 2. 

Survey or valuation costs 

Add the cost ta survey or value a propwty you are buying 
ta the cost of the property. You canot deduct these costs as 
an expense. 

Persanal-use of property 

If yo” buy propeny th# is for business and persan&use, 
there are two different ways ta show the business portion in 
your CCA schedule: 

l If the business-use is the same from year ta year, enter 
the business portion of the capital cost of the property 
in column 3. 
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l If the business-use changes from year to year, add the 
entire cost of the propetty in column 3. When you 
claim CCA as explained in column 9, you Will have to 
add back into income the portion that is for persona1 
IIPP~ ___ 

Note 
For passenger vehicles, remember that there is a limit on the 
capital cost as explained in the previous section “Passenger 
vehicles - Glass 10.1.” This limit still applies when 
dividing the capital cost between persona1 and business-use. 

Grant, subsidy, or other incentive or’ inducernent 

When you receive a subsidy or grant from a govemment or 
a govennnent agency to boy depreciable property, you bave 
to reduce the capital cost of the property. Deduct the 
amount received from the total cost of the property before 
entering the capital cost in column 3. 

If you receive an input tax credit in respect of the GST on 
the purchase of depreciable property for use in your fishing 
business, the amount received is also considered to be 
govemment assistance. Deduct the amount of the input tax 
credit from the cost of the property before entering the 
capital cost in column 3. 

Note 
If you receive an input tax credit for a passenger vehicle 
that is used exclusivelv (90% or more) in vour fïshincr 
business, the capital c&; Will be reduced by the amo&t of 
the input tax credit. If you receive an input tax credit for a 
passenger vehicle that is not used exclusively in your 
fishing business, sec the note on page. 18 under column 10 
in this Char>ter. 

Enter the seller’s capital cost for the property $ (1) 

Enter the greater of the seller’s 
proceeds of disposition or 
the FMV of the propeny 5 (2) 

Enter the amount from line (1) 

Line (2) minus 
line (3) 
(if negative, 
enter zero) $ 

Enter the capital 
gains deduction* 
claimed by any 
persan for the 
anlount on 
line (4) 5- x 413 = 

Line (4) minus 
line (5) 
(if negative, 
enter zero) $ x 314 = 

(3) 

(4) 

(5) 

65) 

Your capital cost is line (1) plus line (6) 5 

*The capital gains deduction is explained in the Capital Gains 
Ta Guide. 

You cari also buy depreciable property in a non-arm’s length 
transaction from an individual or partnership who is not a 
resident of Canada. If the amount you paid to buy the 
property is more than the amount the seller paid to buy the 
same property, the capital cost is calculated as follows: 

Enter the seller’s capital cost for the property ~5 (1) 

Enter the greater of the seller’s 
proceeds of disposition or 
the FMV of the property 5- (2) 

Enter the amount from line (1) 5- (3) 

Line (2) minus line (3) 
(if negative, enter zero) $-x 314 = 5 (4) 

Your capital cost is line (1) plus line (4) $ 

In a non-arm’s length transaction when your capital cost for 
the depreciable property is less than the seller’s capital cost 
for the same property, we consider your capital cost to be 

If you receive an incentive or inducement from a 
non-govemment agency to buy a depreciable property, you 
cari either include the amount in income or deduct it from 
the capital cost of the property. This is explained under 
“Govemment grants and subsidies” on page 7 in chapter 2. 

Non-arm’s length transactions 

When you buy property in a. non-atm’s length transaction 
there are special mles to follow in calculating the capital 
cost for that property. 

Note 
Under proposed legislation, these special mles Will not 
i3~:!, if the property was acquired as a result of someone’s 

You ca.” buy depreciable property in a non-arm’s lengtb 
transaction from an individual or partnership who is a 
resident of Canada. 

If your capital cost for the property is more than the seller’s 
capital cost for the satne property, the capital cost is 
calculated using the following chut: 

the same amiuni as ihe seller’s. Yob deduct the difference 
between these two amounts as your CCA. 

Example 
Btyne bought an outboard motor from his father Mack 
in 1991 for $2,000. Mack originally hought the 
outboard motor in 1985 for $5,000. Since the amount 
Bryne paid to buy the outboard motor is less than the 
amount Mack paid to buy it, Bryne’s capital cost is 
considered to be $5,000 (the amount Mack originally 
paid to buy it). The 53,000 difference 
($5,000 minus $2,000) is considered to be CCA 
deducted by Bryne. 

When iïlling in Form T2041, Bryne shows, under 
“Axa A - Additions,” $5,000 as the cost for the 
outboard motor. However, he enfers, in column 3, 
52,000 as the addition in 1991. When Btyne sells the 
outboard motor, his capital cost for calculating 
any CCA recapture is $5,000. 



There is also a limit on the capital cost of a passenger 
vehiclcthat yo” bought in a non-ann’s length transaction. 
The capital cost is the least of: 

0 the FMV at the time yo” bought ir; 

0 $24,000 plus the GST and PST yon would bave paid 
on $24,000 if you bought it in 1991; and 

l the seller’s “cost amount” of the vehicle at the time yo” 
bought it. The çost amount cari vary depending on what 
the seller “sed fhe vehicle for before you bought it. If 
the seller used the vehicle for eaming incarne, the cosL 
amount Will lx the UCC of the vehicle at the time yo” 
bought it. If the seller was net “sing the vehicle fa eam 
incarne, the cost amount Will usually be the original 
cost of the vehicle. 

If yo” need more information about non-ann’s length 
transactions, get Interpretation Bulletins IT-405, Inadequate 
Considerations - Acquisitions and Dispositions, and IT-419 
and Special R&ase, Meaning of Arm’s Length. 

Column 4 - Proceeds from dispos& during the year 

If you sel1 or trade in depreciable property, enter in 
column 4 the lesser of: 

. the proceeds of the sale; and 

0 the capital cosL of the property. 

If yo” sold a building, there are special rules and 
caladations that may apply ta the amount yo” put in 
column 4. If you need information about this, refer ta 
Interpretation Bulletin IT-220, Capital Cost Allowance - 
Proceeds of Disposition of Depreciable Property. 

Column 5 - UCC after additions and dispos& 

Enter in column 5, the amount after adding column 2 ta 
column 3 and subtracring column 4. 

Recapture 

If the amount in column 5 is “egative, tbis amount is a 
recapture of CCA. Include this amount as fishing incarne on 
Fonn T2121, or on your own incarne and expenses 
statement. 

For example, a recapture cari happe” when yo” sel1 a 
propeny, receive a govemment grant or assistance, or claim 
the investment tax credit. 

Terminal loss 

If the amount in column 5 is positive, and there is no 
property left in the class, this ronounr is a tenninal 10~s. Yo” 
deduct the terminal loss from fïshing incarne in 1991. 

Note 
The mies for recapture and tenninal loss do not apply ta 
passager vehicles in class 10.1. For vehicles in class 10.1, 
you may be able ta claim CCA if the amount in column 5 
is negative or the amount in column 5 is positive but no 
property is in the class at the end of your 1991 fiscal 
period. 

If either of these situations apply ta yoor class 10.1 
propeny, sec “Column 7 - Base runount for capital cosi 
allowance claim” in this chapter ta calculate your claim 
for CCA. 

Column 6 - Adjustment for carrent year additions 

You cari only claim CCA on 50% of the capital cost of 
property yo” bought in 1991. For example, if you purchase 
a class 8 property in 1991 for $3,000, your claim for CCA 
is based on $1,500 ($3,000 x 50%). This is known as 
the “50% rule.” The 50% mie cari also affect yo” if yo” 
bave a change in “se or if yo” buy and sel1 depreciable 
property of the same class in 1991. 

If any of these situations apply ta you, enter in column 6, 
50% of the arnount by which column 3 exceeds c&mn 4. 
If column 4 exceeds column 3, enter zero. 

However, there are some situations when yo” do net make 
the adjustment in column 6. One such situation is when yo” 
buy property in a non-am’s length transaction, and the 
property was owned continuously by the seller from a day 
that was at least 364 days before the end of your 1991 fiscal 
period, until the day that you bought it. 

Also, some properties are net subject ta this adjustment. 
Some aamples are properties in class 12 (such as tools that 
cost las than $200). 13, 14, 24, 27, 29, or 34. 

Column 7 - Base amount for capital cost allowance 
claim 

The amount you want ta deduct for CCA is basai on the 
amount in column 7. 

Subtract column 6 from column 5 and enter the amount in 
c0h”n* 7. 

However, if yo” sel1 or trade in a passcnger vehicle in 
class 10.1, you ca” claim one-half (1/2) of the CCA you 
wonld bave bee” allowed if yo” still owned the vehicle. 
You cari do this if you meet the following cqnditions: 

l the class 10.1 vehicle sold was owned by yo” at the 
end of yoor 1990 fiscal period; and 

l yo” bought another class 10.1 vehicle in your 1991 
fiscal period and you sd11 owned it at the end of the 
period. 

If you meet these conditions, enter in column 7, 
one-half (1/2) of the amount in column 2. 

Colum” 8 - Rate (%) 

Enter in this column the rate or percentage for each class. 
You Will fïnd these rates on page 28 Under “Rates of capital 
cosi a110wa*ce.” 

Column 9 - CCA for the year 

Enter in this column the CCA yo” want ta deduct for 1991. 
The maxim.“m yo” cari deduct cannot be more than the 
amount you get when you multiply column’7 by the rate in 
colnmn 8. 

The following are some special Comme*ts for certain types 
of properties. 

Special rates for certain vessels 

Usually, yo” include a fishing vesse1 in class 7 and 
deduct CCA a a maximum rate of 15%. However, there are 
some exceptions ta this rule. 

A fishing vesse1 (or its conversion costs) is eligible for a 
special rate of CCA if yo” bought if: 

. between November 13, 1981 and December 31, 1982. 
You ca” deduct CCA rit a yearly rate of 33 1/3%. You 
cari do this if certain conditions existed for the 
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purchase. If you need more information, contact your 
district office. 

0 after December 31, 1982. You ca” deduct CCA at a 
rate of 16 2/3% in the year you bought the vesse1 
and 33 1/3% in olher years. 

Fishing vessels that are eligible for this special rate of CCA 
include: 

0 one that is built and registered in Canada and net used 
for any other pupose before yo” bought it; 

0 the c”st of conversion or alterations made in Canada: 
and 

0 a tïshing vessel, or its conversion c”st, that is a separate 
class under the now repealed Canadian Vesse1 
Construction Assistance Act. 

Note 
Prier to proposed legislation, a fishing vesse1 and the cost of 
conversion or alteration had to be approved by the Minier 
of Regional Industrial Expansion in order to qualify for the 
special CCA rate. 

Leasehold interest (class 13) 

Special CCA rules apply when you buy a leasehold interest 
in a property. If you bave a leasehold interest, contact your 
district office for the information y”” need. 

Wind-energy conversion equipment (class 34) 

The capiral cost of equipment that generates electricity from 
wind ca” be fully written-off over three years. You ca” 
Write-off 25% in the first year, 50% in the second year, and 
25% in the third year. 

TO be eligible, the equipment has ro be certified by the 
Minier of Energy, Mines and Resources. 

Column 10 - UCC at the end of the year 

Subtract column 9 from column 5 and put the amount in 
column 10. This is the UCC at the end of your 1991 fiscal 
period. These amounts Will be your UCC for each class at 
the beginning of your 1992 fiscal period. 

You Will net bave a” amount in column 10 if you bave a 
terminal loss OI recapture for that class. For class 10.1, there 
Will net be an amount in column 10 if you sold the 
passenger vehicle in the year. 

Note 
An input tax credit for a passenger vehicle that is used less 
than 90% in your fishing business Will reduce your UCC in 
1992. 

Special points about capital cost.allowance 

When you sel1 depreciable property for more than its capital 
cost, a capital gain Will result. Report the taxable portion of 
a capital gain on line 127 on your retum. The capital gain 
may be eligible for the capital gains deduction. If you had a 
capital gain in 1991, read the Capiral Gains Ta Guide m 
help yo” calcule. your taxable capital gain and the capital 
gains deduction. 

Also, there are certain situations when you cari postpone OI 
defer a capital gain or a recapture of CCA. Examples of this 
are when you sel1 a property and replace it with a similar 
“ne, when property is expropriated or, when you transfer 
property lo either a corporation or a partnership. 

If you would like more information, refer to the following 
Infomuuion Circular (IC) and Interpretation Bulletins (IT): 

a IC 76-19, Transfer of Property to a Corporation under 
Section 85 

0 IT-259 and Special Release, Exchanges of Property 

0 IT-271, Expropriations - Time and Proceeds of 
Disposition 

0 IT-291, Transfer of Property to a Corporation umier 
Suhsection 85(1 J 

. IT-378, Winding-up of a Partnership 

l IT-413, Election by Members of a Partnership under 
suhsection 97(2). 

l IT-491, Former Business Property 

Chapter 4 
Eligible capital expenditures 

You cannot fully deduct the original cost of a” expenditure, 
such as a fishing license, in the year the expenditure is 
made. However, sine these expenditures are capital in 
nature and provide a lasting benefit, y”” ca” deduct a 
portion of their cost. The amount you ca” deduct is called 
your annual allowance. 

Definitions 

You Will need to know the meaning of certain tenns to 
calculate your annual allowance. 

A” intangible capital property is capital property that has 
no physical existence and provides a lasting economic 
benefit to the owner. Fishing licenses and other govemment 

rights for a” unlimited period are examples of intangible 
capital property. 

An eligible capital expenditure is the prie you psy to buy 
a” intangible capital property for use in your fïshing 
business. For more information on eligible capital 
expenditures sec Interpretation Bulletin IT-143, Meaning of 
Eligible Capital Expenditure. 

A cumulative eligible capital (CEC) account is the 
account you set “p to calculate your annual allowance. This 
account is similar to a CCA schedule. The portion you 
deduct is based on t@ balance in your account at the end of 
your fiscal period. Keep a separate account for each 
business. 

Eligible capital property is any pmpeny in your CEC 
account. 
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l You receive dl of the proceeds from the sale in 
your 1991 fiscal period. 

l You receive part of the proceeds in your 1991 fiscal 
period and are entitled to receive the other part in the 
future. 

0 You do “or receive any amount in your 1991 fiscal 
period but are entitled to receive the proceeds in the 
future. 

. You sold eligible capital property before June 18, 1987 
and you are entitled to receive an amount in your 1991 
fiscal period. 

If there is a negative balance in your CEC account after 
subtracting the eligible capital amount, you Will bave an 
àmount that you include in your tïshing income. You may 
also bave an amount that is a taxable capital gain. 
The amount you include as fïshing income is the Iesser of: 

. the negative balance in your account; and 

0 the total of all annual allowances deducted from fïshing 
income in past years. 

Any part of the negative balance that is not fïshing income 
is used to calculate your taxable capital gain. TO calculate 
your taxable capital gain, subtract from the negative balance 
that is not fishing income, 50% of the annual allowances 
deducted for fiscal periods that started before 1988. 

Cumulative eligible capital account 

Calculate the balance in your CEC account at the end of 
yonr 1991 fiscal period as follows: 

0 Enter the balance in the account at the beginning of 
your 1991 fiscal period. This balance is the same 
amount as at the end of your 1990 fiscal period. 

0 Add three-quarters (3/4) of your eligible capital 
expenditures that you made in your 1991 fiscal period. 

l Subtract three-quarters (3/4) of: 

. all amounts received or amounts you are entitled to 
receive, from the sale of eligible capital properdes in 
your 1991 fiscal period; and 

. a11 amounts that become receivable in your 1991 
fiscal period from the sale of eligible capital 
propenies before June 18, 1987. 

Use the balance to figure out the annual allowance you cari 
deduct against fishing income for your 1991 fiscal petiod. 
The rest of this chapter explains each part of the CEC 
account. 

Annual allowance 
As long as there is a positive balance in your CEC account 
at the end of your 1991 fiscal period, you ca” deduct an 
annual allowance of up to 7%. You do not have to claim 
the full 7%. You cari deduct any atnount you wish, from 
nothing right up to 7%. 

The following example shows how to figure out your annual 
dlOWmCe. 

Example A 
Adam started his fishing business in 1985. The 
business has a December 31 fiscal year-end. In 1985, 
he bought a fïshing license for $lO,ooO. Each year he 
deducted the maximum allowance. In 1991, Adam 
bought another fïshing license for $16,000. .The 
maximum annual allowance he deducts for his 1991 
fiscal period is calculated as follows: 

CEC Account 

Balance at the beginning of the 1991 
fiscal period . . . . . . . $ 4,398 
Eligible capital expenditure 
Cost of fishing license 
$16,000 x 3/4 . . . . . . . m 

Balance.. . . . . . . . . $16,398 
Maximum annual allowance 
$16,398 x 7% . . . . . . . . . . . . l-&3 

Balance.. . . . . . $15,250 

Adam deducts any amount up to $1,148 against 
tïshing income for his 1991 fiscal period. 

Proceeds of disposition 

You will bave proceeds of disposition if you sold an eligible 
capital property in your 1991 fiscal period or, you are 
entitled to receive an amount for eligible capital property 
you sold before June 18, 1987. When this happens, subtract 
three-quarters (3/4) of the proceeds (net of a11 outlays and 
expenses) from the balance in your CEC account. This 
atnount is called an eligible capital amount. 

Subtract the eligible capital amount if any of the following 
apply to you: 

Note 
The calcnlation of the taxable capital gain, is based on 
proposed legislation. 

Show the taxable capital gain on line 544 of Schedule 3, 
Summary of Dispositions of Capital Property in 1991. This 
schedule is in your General Tax Guide. The taxable capital 
gain is eligible for the lifetime capital gains deduction. For 
information on the lifetime capital gains deduction sec the 
Capital Gains Tax Guide. 

The following example shows a sale of an eligible capital 
property. 

Example B 
Charlie started his fishing business in 1987. The 
business has a December 31 fiscal year-end. In 1987 
he bought a fishing license for $10,000. He dedncted 
the maximum allowance each year as follows: 

1987 - $ 500 
1988 - 473 
1989 - 440 
1990 - -9 
Total $1,822 

At the beginning of his 1991 fiscal period, the balance 
in Charlie’s CEC account is $5,428. In 1991, Charlie 
sold his fïshing license for $14,000. Charlie’s CEC 
account for 1991 is as follows: 

CEC Account 

Balance at the beginning of the 1991 fiscal 
period . . . . .$ 5,428 

1991 - Subtract eligible capital amount 
sale of khing license 
$14,000 x 3/4 . . . . . . 10,5oo 

Balance.. . . . . . . $0 
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Charlie’s annual allowances deducted from income in 
past years is $1,822. Since this amount is less than the 
negative balance in the account, he includes in his 
tïshing income $1,822. 

Charlie also has a taxable capital gain of $3,000 that 
is calculated as follows: 

Negative balance in the account $5,072 
Subtract: amount included in fishing bicorne 1,822 
Negative balance that is not tïshing income $3,250 
Subtract: 50% of the annual allowances deducted for 

fiscal periods that started 
before 1988 ($500 x 50%). 250 

Taxable capital gain.. $3.ooo 

Cha, 
Fishin! 

When the expenses of your fïshing business are more than 
the income for the year, the result is a net operating 10s~. 
You fïrst reduce your 1991 net operating loss by other 
sources of income (including any forward averaging 
incorne). If the net operating loss is more than pur other 

sources of income, the remabiing balance is your fishing 
loss for the year. 

For example, in 1991 your total tïshing expenses are 
$25,000 and your fishing incarne is $18,000. This results in 
a net operating loss of $7,000. Also in 1991, your other 

sources of income total $2,000. Since your net operating 
loss of $7,000 is more than your other sources of income of 
$2,CKlO, your tïshing loss for the year is $5,000 
($7,000 - $2,ooo). 

You cm carry back your tïshing loss three years and 
forward for up to ten years, and apply it against income 
from a11 sources in those years. 

Carry-back - 1991 fishing loss 

You cari cwry back your 1991 iïshing loss three years. If 
you choose to carry back your 1991 fishing loss to your 
1988, 1989 or 1990 retums, complete Form TlA, Requesr 

for Lon Carry-Back. File one completed copy of Form Tl A 
with your 1991 retum. Do ,not file an’amended retum for 
the year you want the loss applied ta 

Applying your fishing losses from yesrs hefore 1991 

You cari apply tïshing losses against your 1991 income that 
you had in 1983, 1984, 1985, 1986, 1987, 1988, 1989, or 
1990 if they bave not ben deducted. You might do this if 
you bave income for 1991 as opposed to having a fishing 
loss. 

You bave to apply the fishing loss of the earliest year fïrst 
before you apply fishing losses from other years. 

Replacement property 

When you sel1 eligible capital property and replace it with 
another one, you may choose to postpone ail or a,pat of the 
gain on the sale. TO do this, you bave to replace the 
property that was sold within one year after the end of the 
taxation year you sold the property. The replacement 
property must be for the same or similar use and for the 
same or a similar business. For more information, sec 
Interpretation Bulletin IT-259 and Special Release, 
Exchanges of Property. 

Pt 
a1 

er 5 
losses 

Non-capital loss 

You may bave a fishing loss in 1991, in addition to a loss 
from another business (that is not farming or fïshing). If 
these losses are more than your other income for the year, 
you figure out both your 1991 fishing loss and your 1991 
non-capital 10s~. 

You cari carry back your 1991 non-capital loss three years, 
and forward for up to seven years. 

If you choose to carry back your 1991 non-capital loss to 
your 1988, 1989, or 1990 retums, complete Form TlA, 
Request for LO~S Carry-Back. File one completed copy of 
Form TlA with your 1991 retum. Do not file an amended 
retum for the year you watt the loss applied. 

For more information about non-capital losses, get 
lnterpretation Bulletin IT-232, Non-Capital Losses, Net 
Capital Losses, Resrricted Farm Losses, Farm Losses and 
Li&ed Partnership Losses - Their Composition and 
Deductibility in Computing Taxable Income. 

Application of losses - exception ta the rules 

There are two exceptions to the general rules for applying 
tïshing losses or non-capital losses. These exceptions apply 
only when your income is block-averaged (sec chapter 6). 

First, any fishing loss or non-capital loss in the averaging 
period that has not been deducted, may be used as noted 
under line 4 of Form T2011, Election to Average Income. 

Second, a fishing loss in the first three years after the 
averaging paiod cannot be used in the averaging period. 
You cm only deduct it in the ten years following the year 
of las, or in an earlier year that is not included in the 
averaging period. 

Chapter 6 
Averaging of income 

Fotward averaging 

You cari no longer forward average for taxation years 
ending after 1987. If you would like to withdraw previously 

averaged amants, you must do SO before your 1998 
taxation year. For more information about a forward 
averaging amount withdrawal, sec line 237 in the General 
Tax Guide. 
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Five-year block averaging 

If you choose, the block averaging provisions allow you to 
calculate your income tax for 1991 based pn your average 
income over a tïve-year period. The iïve-year period is 
called the averaging period. 

Note 
In most cases, 1991 Will be the last year you ca” block 
average. your income. This is because the block averaging 
provisions Will not apply for tïve-year blocks that start after 
1987. 

Your averaging period is made up of 1991 (the year of 
averaging) and four of the six years before 1991. If an 
income tax return for a year before 1991, in which you 
owed net federal tax, was not tïled on time, you cannot 
include that year in the averaging period. 

In order to be included in the averaging period, certain prior 
year retums must bave been iïled on time even if there was 
no net federal tax payable. They are returns for years in 
which you: 

0 disposed of capital property; 

0 had a taxable capital gain; or 

. received a Child tax credit prepayment. 

You cari include a year before 1991 for which you did not 
owe any net federal tax, and there was no other requirement 
to file a return, if the return for that year is fïled by 
April 30, 1992. 

For example, you would like to average your income in 
1991 and bave iïled returns on time for 1990, 1989, 1988, 
and 1986. In 1987, you did not file a return since you did 
not owe any tax and there was no other requirement to file 
a retum. If you want 1987 to be included in the averaging 
period, you must file your 1987 retum by April 30, 1992. If 
you do this, your averaging period is 1991 (the year of 
averaging), 1990, 1989, 1988, and 1987. If you do not file a 
retum for 1987, your averaging period is 1991 (the year of 
averaging), 1990, 1989, 1988, and 1986. 

You cannot include in the averaging period a year that was 
already in another averaging period, or a year that is earlier 
than the siXth year before the year of averaging. 

For the purposes of block averaging, the “minimum tax” 
provisions do not apply when calculating average tax. Also, 
any minimum tax assessed Will not be taken into account 
when calculating federal tax assessed for years in the 
averaging period. 

Are you eligible to block average? 

You are eligible to block average if you meet each one of 
the following requirements: 

0 Your chief source of income in the averaging period is 
farming or fishing. 

l Retums were filed on time for years included in the 
averaging period for which you: 

. had net federal tax payable; 

l disposed of a capital property; 

. had a taxable capital gain; or 

. . received a Child tax credit prepayment. 

l You fïled on or before April 30, 1992, a retum for a 
year you want to include in the averaging period that 
had no net federal tax owing and no other requirement 
ta file a return. 

. You filed Form T2011, Election to Average home by 
April 30, 1992. 

. You bave not, either in 1991 or in any year included in 
the averaging period, chose” to forward average, or 
included in your taxable income any portion of your 
accumulated averaging amount for amounts 
previously forward averaged. 

If you choose to block average in 1991, and Mer on change 
your mind, advise your district office before your retum is 
initially assessed, or within 30 days after your return is 
assessed or reassessed for that year. 

Do not file Form T2011 with your retum unless you want to 
average your income. 

How to complete Form T2011, election to 
average income 

This part of the chapter Will show you how to complete, 
line by line, Form T2011. 

Enter your name, address, and social insurance number at 
the top of the form. 

Line 1 
Taxable income 

In the “Year of Averaging” column, enter your taxable 
income as show” on your 1991 retum. 

For other years in your averaging period, enter your taxable 
income that was assessed. If the total of the allowable 
deductions you used to calculate your taxable income 
exceeds your net income, enter this excess as a negative 
amount on this line. However, for a year before 1988, the 
negative amount cannot be larger than your persona1 
exemptions. 

If for any year in the averaging period hefore 1988 you 
had a fishing loss or non-capital loss that is larger than your 
other income for that year, enter on line 1 the amount of 
your persona1 exemptions and show it as a negative amount. 
Include the fïshing loss or non-capital loss on line 4 to 
reduce income of other years in the averaging period. See 
chapter 5 for more information about losses. 

Line 2 
Add: persona1 exemptions 

For each year hefore 1988, show the persona1 exemptions 
you used to calculate 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 enter the five-year 
total in the TOTAL column at the right. 
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Line 4 I Examale 
Less: all fïshing, farming or non-capital losses available 

for application to 1991 that were not deducted in 
computing taxable income at line 1 

If you bave tïshing or non-capital losses available for use in 
1991, put them on this line and enter the total in the 
TOTAL cohnnn at the right. 

Line 5 
Gros income for the period 

Subtract the total on line 4 from the total on line 3 and 
enter the amount on Line 5. 

Line 6 
Average gros income (US of TOTAL of line 5) 

Divide the gros income for the period (amount on line 5) 
by five, and enter the amount in each of the five columns. 

Line 1 
Les: persona1 exemptions 

For each year in the averaging period before 1988, subtract 
the persona1 exemptions allowable for that year. 

Line 8 
Average net income 

Subtract line 7 from line 6 and enter the amoont on line 8 
for each year. 

Line 9 
Average tax on average net income for each year 
(without any investment tax credit) 

Calculate your federal tax on the average net income 
using Schedule 1 for each year. The federal tax is the 
amount of tax after you subtract (where applicable) the: 

l federal tax reduction (for 1985 only) 

0 dividend tax credit 

. federal foreign tax credit 

l federal political contribution tax credit 

0 employment tax credit (for years before 1988 only) 

l scientific research tax credit (for years before 1987 
only) 

0 share-purchase tax credit (for years before 1988 only) 

l labour-sponsored fonds tax credit 

l total non-refundable tax credits (for 1988 and following 
years only). 

Federal dividend tax credit 

If you receive dividends from taxable Canadian corporations 
in any of the averaging years, divide the total of the 
dividend tax credits for those years by five and allocate the 
result to each year in the averaging period. Do this whether 
or not you used the credit in those years. The following 
example shows how you calculate the average dividend tax 
credit and use it to reduce federal tax on average net 
income. 

Year Taxable Amount Rate Maximum Credits 
of Dividends Allowable 

1987 $1,000.00 16 213% $166.67 
1988 5oQ.00 13 113% 66.67 
1989 500.00 13 113% 66.67 
1990 500.00 13 113% 66.67 
1991 5oaoo 13 1/3% 66.67 

$44 

The federal dividend tax credit allocated to each year 
in the averaging period is $433.35 divided 
by 5 = $86.67. 

1991 Average net incorne.. .$18,651.40 
Federal incarne tax on average net 
income for 1991: 
$18,651.40x 17% . . . ..___............__. $ 3,170.73 
Add: tax adjustments NIL 

$ 3,170.73 
Las: total non-refundable tax credits 1,067.60 

$ 2,103.13 
Les: federal dividend tax credit 86.67 

$ 2.016.46 

Refundable Québec abatement 

Fishermen in the province of Québec who choose to average 
in 1991 are entitled to a refundable Québec abatement of 
16.5% of the basic federal tax on the average net income 
for 1991. TO calculate basic federal ta, complete 
Schedule 1 included with your 1991 income tax package. 
Multiply the amount show opposite basic federal tax on 
the schedule by 16.5% and show this amount on line 440 in 
your 1991 return. 

Line 10 
Deduct: investment tax credit claimed in each year 

Show on this line any investment tax credit you claimed in 
each year before 1991. Do not include any amount of 
refundable investment tax credit. 

Note 
If you were assessed minimum tax in 1986, 1987, 1988, 
1989, or 1990, enter nil on line 10 for the amount of 
investment tax credit claimed for each year minimum tax 
was assessed. 

If the total of investment tax credits you claimed (total on 
line 10) is more than the total on line 9, show an amount up 
ta, but not more than the total on line 9. Any balance 
remaining becomes part of your investment tax credit pool, 
and is eligible for carry-forward from 1991. 

For example, 1991 is the year of averaging, and the 
investment tax credits claimed in the averaging period 
(i.e., 1987, 1988, 1989, and 1990) are more than the average 
tax for those years. The excess becomes part of your 
investment tax credit pool and is eligible for a ten-year 
carryforward from 1991. For more information on applying 
the investment tax credit in 1991, see line 18. 

Line 1 I 
Subtotol 

Subtract line 10 from line 9, and show the subtotal on 
line 11. 
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Line 12 
Add: refundable Québec abatement allowed in each of 

the preceding years 

Enter the amount of any refundable Qu&e~ abatement 
allowed in each year before 1991. 

Line 13 
Subtotal 

Add lines 11 and 12 and enter the subtotal on line 13. 

Line 14 
Deduct: refundable Québec abatement allowable 

Enter the amount of refundable Québec abatement 
allowable for each year before 1991. The abatement is 
calculated as 16.5% of the basic federal tax based on the 
average net incarne for those years. 

Line 15 
Subtotal 

Subtract line 14 from line 13, and enter the subtotal on 
line 15. 

Line 16 
Deduct: federal tax assessed 

Enter the amount of federal tax you were assessed for each 
year before 1991. Add these amounts and put the total under 
the TOTAL column. 

Note 
Enter only the federal tax assessed. Do not include any 
individual surtax that was assessed for years before 1991. 
Also, the federal tax assessed does not include any 
minimum tax assessed for 1986, 1987, 1988, 1989, or 1990 
nor any minimum tax carryover applied in 1987, 1988, 
1989, or 1990. 

Line 17 
Subtotal 

Subtract line 16 from line 15, and enter the subtotal on 
line 17. If the total on line 16 is more than the total on 
line 15, the difference is a refund and no amount is show 
on line 18. 

Line 18 
Deduct: investment tax credit claimed for 1991 

You cari claim ao investment tax credit for 1991 if yowhave 
a balance in your investment tax credit pool or you eamed 
an investment tax credit in 1991. The amount you cari 
deduct cannot be. more than the least of the following 
amounts: 

. your annual investment tax credit limit for the year; 

. the balance in your investment tax credit pool; and 

. your ta payable on line 17. 

If no tax is payable, or a refond shows on line 17, enter 
NIL on line 18. If you need more information on investment 
tax credits, see chapter 8. 

Line 19 
Subtotal 

Subtract line 18 from line 17, and enter the subtotal on 
line 19. 

Line 20 
Add: federal individual surtax 

TO calculate your federal individu1 surtax, complete the 
section, Federal individual surtax on Schedule 1 - 
Detailed Tax Calculaion that is with your 1991 General 
Tu Return. The basic federal tax used in this calculation is 
the amount on iine 506 from Schedule 1 that you complete 
ta arrive at the average tax for 1991 (line 9). You base any 
surtax on this amount. 

You cari use your investment tax credits ta reduce your 
federal individual surtax. The amount you ca” use is the 
lesser of: 

. three-quarters (3/4) of the individual surtax (line 517 on 
Schedule 1); and 

. the balance in your investment tax credit pool minus the 
amount you deducted on line 18. 

Transfer the amount you calculated on line 419 of 
Schedule 1 ta line 20. 

Note 
A federal individual wrtax may apply even though the 
amount show on line 19 is zero or represents a refond. 

Line 21 
Federal tax or refund 

The total of lines 19 and 20 represents the 1991 federal tax 
or refond. 

Enter this amount, if any, on page 4 of your retum on 
line 420, net federal tax with the note, averaged. 

Line 22 
Provincial incarne tax 

If you choose ta average your federal income tax, you also 
bave ta average your provincial incarne tax. 

Calculate your provincial income tax (except Québec) by 
applying the appropriate net provincial fax rate ta your basic 
federal tax (as calculated for line 9) for each year. 

Do not include on this line any credit claimed under the 
Saskatchewan tax incentives program in each of the years in 
the averaging period before 1991. This credit is deducted on 
line 23. 

Line 23 
Deduct: any credits claimed under the Saskatchewan tax 

incentives program in each year 

Enter on this line, any credit claimed under the 
Saskatchewan tax incentives program for each year in the 
averaging period before 1991. 

If the total on line 23 is greater than the total on line 22, 
show an amoont op ta, but not more than, the total on 
line 22. Any balance remaining becomes part of a 
Saskatchewan tax credit pool and may be carried forward 
for seven years. 

Line 24 
Subtotal 

Subtract line 23 from line 22, and enter the subtotal on 
line 24. 
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Line 25 
Deduct: provincial incarne tax assessed 

Enter the amount of provincial tax you were assessed for 
each year before 1991. Add these amounts and put the total 
in the TOTAL column. You get tbese amounts from your 
latest notice of assessment or reassessment. 

Line 26 
Subtotal 

Subtract line 25 from line 24 and enter the subtotal on 
line 26. 

Line 27 
Deduct: Saskatchewan tax credits claimed for 1991 

You cari claim a tax credit under the Saskatchewan tax 
incentives program in 1991 if you bave a balance in your 
tax credit pool for 1991 (sec line 23 for information), or 
you eamed a tax credit under this program in 1991. You 

cari only subtract an amount that is not greater than the 
amount show on line 26. 

Note 
All unused tax credits, except the labour-sponsored venture 
capital tax credit, cari be carried forward and used against 
net Saskatchewan tax payable during the next seven years. 
They bave to be used, however, for each year that tax is 
due. 

Line 28 
Provincial incarne tax or refund 

If the amount on line 26 is large* than the amount on 
line 27, the difference is the provincial tax. If the amount on 
line 27 is large* than the amount on line 26, the difference 
is a refond. In either case, transfer the amount on line 28 ta 
line 428 on page 4 of your retum with the note, averaged. 

Chapter 7 
Partnerships 

This chapter briefly explains, in general terms, some of the 
special features of partnerships. If you need more 
information get Interpretation Bulletins IT-90, What is a 
Partnership?, and IT-138, Computation and Flow-through of 
Partnership Income. 

What is a partnership? 

A partnership is the relationship that exists between persans 
carrying on a business in common to eam a profit. A valid 
partnership cari exist with or without a written agreement. In 
determining whether a persan is in fact a partner, it is 
important ta know the type of partnership that exists and the 
person’s involvement in the partnership. For help on 
deciding whether an arrangement is a partnership, refer ta 
the provincial law for your province. 

When forming, changing, or dissolving a partnership, you 
should consider: 

0 whether the relationship or arrangement is a partnership; 

0 the special mles about capital gains or losses and 
capital cost allowance recapture when partners 
contribute property ta the partnership; 

0 the special rules when dissolving a partnership; and 

0 when partners sel1 their interest in a partnership, they 
may bave a gain or loss on the sale. 

These are general points ta consider when figuring out the 
amount of incarne or loss for eacb panne*. 

Partnership income 

Partnersbip incarne is calculated as if the partnership is a 
separate person. This means a statement of income and 
expenses is prepared showing the total incarne and expenses 
of the partnership. A fïshing partnership cari use the cash 
method of reporting fishing incarne if all the partners agree. 
It is the net partnership incarne that is divided among each 
partner. The partners then file their own retums, reporting 
their share of the net partnership incarne. 

If you use the partnership’s property for your own persona1 
use, any costs ta the partnership tbat are deducted as an 
expense may be a benefit to you. Tbis means you include in 
your incarne the value of any benefit from the use of this 
property. 

When the partnersbip makes an automobile available ta 
either a partner or a persan related ta a pamw, the partner 
includes in incarne a reasonable automobile standby charge. 
When the partnership provides an automobile ta an 
employee or a person related ta the employee, the employee 
includes in incarne a reasonable standby charge. For 
information on calculating the standby charge for bath these 
situations, get the Employer~’ Guide to Source Deductions 
and Interpretation Bulletin IT-63, Benefits Including Standby 
Charge for an Automobile, from the Persona1 Use of a 
Motor Vehicle Supplied by an Employer. 

If the partnership employs your spouse, your spoose has ta 
report tbe fol1 amount of wages received. The partnership 
Will deduct these wages as an expense if tbey are for the 
purpose of eaming incarne, and the amount paid is 
reasonable. 

Capital cost allowance on depreciable 
property of partnership 

The partnership, not each partner, deducts capital cost 
allowance (sec chapter 3) on property owned by the 
partnership. 

If the partnership sells depreciable property, the partnership 
has ta include any taxable capital gain or capital cost 
allowance recapture in incarne (sec chapter 3). However, the 
partners are entitled ta the capital gains deduction. For 
information on the capital gains deduction, sec the Capital 
Gains Tax Guide. 

Any investment tax credit allocated ta the partners Will 
reduce the partnership’s capital cost of the depreciable 
property. This allocation is considered ta be made at the end 
of the partnership’s fiscal year. The capital cost is also 
reduced by any assistance received from a govemment, 



municipality or other public authority. Grants, subsidies and 
forgivable loans are some examples of govemment 
assistance. 

Eligible capital expenditures 

A partnership may own eligible capital property such as a 
fishing license. This means the patnership Will deduct the 
annual allowance for this type of property (see chapter 4). 
The partnership also reports any income from the sale of 
eligible capital property. 

Goods and services tax (GST) rebate 

As a member of a partnership claiming expenses on your 
retum, you may be eligible for a rebat& of the GST paid on 
these expenses. 

The GST rebate is available to an individual who is a 
member of a GST registered partnership. It is paid on the 
expenses made outside the pattnership that are deducted 
from the individu1 member’s income from the partnership. 
The rebate is based on the amount of your individual 
expenses subject to GST, that you deducted on your retum. 
These expenses include such things as automobile costs, 
mals, entertainment, and certain business-use of home 
expenses. A GST rebate may also be claimed for a CCA 
deduction when the CCA is related to a vehicle you bought 
for the business. 

If you think you may be eligible for this rebate, complete 
Form GST-370, Employee and Partner GST Rebate and 
attach it to your retum. You cari get this form at your 
district office. 

Partnership information return 

For members of a partnership, there are two different ways 
to report your share of the partnership income. 

If you are a member of a partnership that has six or more 
members, the partnership is required to file a Patnership 
Information Retum. If this is your situation, you should 
receive from the partnership, two copies of Form 
T5013 Supplementary, Statement of Partnership Incorne and 
you may also receive a “merno schedule” called 
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Form T5013S(l). Report on your retum, the gross 
pattnership income and your share of the net partnership 
income or loss as show” on Form T5013. Attach copy 2 of 
Form T5013 and a copy of Form TSO13S(l) to your retum. 

Note 
Your share of the net partnership income or loss as show 
on Fotm T5013 may require adjustment for any business 
expenses you had that bave not been paid back by the 
pxtnership. If this is your situation, see “Partnership 
schedule” on page 13 in chapter 2. 

If your pattnership iïles a Partnership Information Retum, 
do not attach the income and expenses statement for the 
partnership witb your retum. This and other information is 
filed with the Pwtnership Information Retum. 

If you need more information, get a copy of the Guide to 
the Partnership Information Return, and Information 
Circula 89-5, Partnership Information Return. 

If you are a member of a partnership that has iïve members 
or les.~, the partnership does not bave to file a Partnership 
Information Retum. This means you include in your retum a 
statement of income and expenses for the pattnership and a 
schedule that shows your share of the partnership income. 
TO do this, you may use Form T2121, Stafement of Fishing 
Income and Expenses, which is included in this guide. 
Report on your retum the gross partnership income as well 
as your share of the net partnership income or loss as 
calculated on Form T-2121. 

Partnership losses 

The loss carry-over provisions apply to each partner, not the 
partnership. Therefore, each partner applies the loss 
;o~;;w provisions as explained in chapter 5, “Fishing 

Income averaging 

Income averaging as explained in chapter 6 applies to each 
parmer and not the partnership. 

Chapter 8 
Investment tax credit 

General information province that is off the eastem toast of Canada and is 
I constdered to be part of Canada. 

The investment tax credit allows you to deduct a percentage 
of the cost of your property from the amount of taxes you 
owe. You may be entitled to this tax credit if the property 
you bought in 1991 qualifies or you bave unused investment 
tax credits from years before 1991. 

Property bought in 1991 

If you buy property and it is available for use (see page 14 
in chapter 3) in 1991, it may be eligible for the investment 
tax credit. Tbe property has to be qualified property for 
use in a fishing business located in Newfoundland, 
Prince Edward Island, Nova Scotia, New Brunswick, the 
Gaspé Peninsula, or in a prescribed offshore region. A 
prescribed offshore region is the submarine area not in a 

Qualified property includes certain new buildings, 
machinery, and equipment. An example of qualified 
propetty is a tïshing vessel, its fumiture, fittings, and 
equipment. Due to the number of properdes that qualify, it 
is not possible to list them in this guide. TO find out if 
property you bought in 1991 qualifies for the investment ta 
credit, you cari either see section 4600 of the Incorne Ta 
Regulations, or contact your dishict office. 

Property bought before 1991 

If you bought property before 1991 that is eligible for the 
investment tax credit, and you bave not used ail of the 
credit, you may be able to apply any unused credit in 1991. 
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TO do this, complete “Part A” of form T2038(IND.), 
Investment Tax Credit - Individu&. 

How to calculate your investment tax 
credit 

Use Form T2038(IND.) ta calculate your investment tax 
credit claim for 1991. This guide has two copies of this 
form, and the instructions ta complete it. Attach one copy ta 
your retum and keep the other for your records. 

The investment tax credit is based on a percentage of the 
investment cost (the cost of the property). The percentage 
you use ta calculate the investment tax credit is listed on 
Form T2038(IND.). 

In some cases, you may bave ta either increase or decrease 
your investment cost. For example, you decrease the 
investment cost by the amount of any govemment or 
non-govemment assistance you receive for the propeny. If 
you repay any of this assistance, your repayment increases 
the investment cost. Calculate the investment tax credit for 
any repayment using the same percentage you used for the 
original investment cost. 

Calculate your investment tax credit at the end of the 
calendar year. However, the fiscal year-end of your tïshing 
business may differ from the end of the calendar year. In 
this case, include any investment tax credit eamed on 
property you buy in that part of the calendar year that is 
after your fiscal year-end. For example, your fiscal period 
ends on June 30, 1991. In November 1991, you buy 
property that is eligible for an investment tax credit claim. 
When filing your 1991 retum, you cari claim an investment 
tax credit for the property bought in November. 

If you are block averaging in 1991, see chapter 6 for 
information on claiming the investment tax credit. 

When to claim your investment tax credit 

You cari use the investment tax credit you earn in 1991 ta 
reduce your taxes in 1991 (the curent year), in a yea 
before 1991 (a previous year), or in a year after 1991 (a 
future year). 

Current year claim 

TO calculate your claim for 1991, complete section 1 of 
Form T2038(IND.). Enter the amount of your credit at 
line 412 on page 4 of your retum. If a partnership or tmst 
made the investments, enter only your amount. 

You cari also use your investment tax credit ta reduce your 
federal individual surtax for 1991. TO calculate your claim 
against the federal individu1 surtax, complete section II of 
Form T2038(IND.). Enter the amount of your credit on 
line 5 18 of Schedule 1 of your retum package. 

Previous year deduction 

You cari carry back the investment tax credit you eam in 
1991 three years and use it ta reduce federal taxes in those 
years. TO do this, complete “Part B” of Form T2038(IND.). 

Future year deduction 

You cari carry forward for up ta ten years, an investment 
tax credit you eamed in 1991 that is not used ta reduce 
taxes in 1991 or a previous year. Any credit not used ten 
years after it is eamed cannot be used. 

Refundable investment tax credit 

If you cannot fully use your investment tax credit ta reduce 
your taxes in the year, a part of the credit may be refunded 
ta you in cash. You cari only claim this refundable 
investment tax credit in the year you buy a qualified 
propexty. 

TO calculate your refundable 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 your amount. 

Other adjustments 

The amount of your investment tax credit claim or refond in 
1991, or any 1991 investment tax credit carried back ta a 
previous year, reduces the capital cost of that property. You 
make this adjustment in 1992. This adjustment reduces the 
amount of capital cost allowance that you cari claim for the 
property. It also reduces the capital cost of the property 
when calculating any capital gain. 

If the investment tax credit that you deducted or were 
refunded in 1991 relates ta depreciable property that was 
already sold, but other property still remains in that chus, 
you bave ta reduce the undepreciated capital cost of the 
class in 1992 by tbe amount of credit deducted or refunded. 
If no property remains in that class, you bave ta report this 
amount as incarne in 1992. 

Chapter 9 
General information 

What happens after you file your return? 

When we first process your 1991 retmn, we do a limited 
review of the information. Your Notice of Assessment is 
normally based on the incarne you report. This does not 
mean that we bave accepted your repoxted incarne and 
deductions. Your retum may be selected for further review 
or audit some time after the initial processing and 
assess”e”t. 

We cari reassess a retum or make additional assessments, or 
assess tax, interest, or penalties witbin three years from the 

day we mailed your original Notice of Assessment, or notice 
that no ta is payable for the year. You cari also request an 
adjustment ta your retum within this time period. This is 
known as the normal reassessment period. 

In addition, legislation has been proposed SO that you cari 
request an adjustment ta 1985 and later taxation years if the 
normal reassessment period has expired where the request is 
for a refond, or ta reduce taxes payable. For fmther details, 
contact your district office. 

We cari also reassess your return within six years from the 
day we mailed your original Notice of Assessment 
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specifically ta allow you ta revise a carry-back of certain 
deductions or credits. 

In certain situations, a retum Will not be reassessed based on 
an informa1 reqnest unless the request is made within 
90 days from the date we mailed your Notice of 
Assessment. These situations are explained in Information 
Circulars 75-7, Reassessment of a Return of Income, 
and 84-1, Revision of Capital Cost Allowance Claims and 
Other Permissive Deductions. 

Under proposed Iegislation, you may be able to make a late 
or amended election, or revoke an original +sction for 
taxation years back ta 1985. TO do this, you must provide 
the details in writing. For more information, contact your 
district office. 

Further review or audit - Inspection of 
records 

A self-assessment tax system only works when retums ae 
regularly inspected. Obvious errors cari be corrected at the 
time the retum is initially processed and before the Notice 
of Assessment is issued. In-depth reviews, such as audits, 
are canied out after the Notice of Assessment is issued. 
If an audit shows that you bave not been keeping adequate 
books and records, we may ask for a written agreement 
from you that a.11 books and records Will be properly 
maintained. We may follow up by lette, or by visiting with 
you. 
If you bave not been keeping adequate books and records 
within the time allowed, we may issue a formal requirement 
letter describing the information you must keep and advise 
you of the penalties for failing ta comply. If you still fail ta 
comply, we may prosecute. 

Appeal process 

If you disagrw with your Notice of Assessment, you cari 
file a Notice of Objection. The Notice of Objection must be 
fïled within 90 days from the date we mailed the notice of 
assess”e”t. 

TO file a Notice of Objection, send two copies of 
For” T400A, Notice of Objection, setting out the reason for 
your objection and a11 relevant fats. This for” is available 
from your district office, and should be sent by registered 
mail ta the Deputy Minister of National Revenue for 
Taxation, Ottawa. 

Under proposed legislation, you cari file a Notice of 
Objection simply by writing ta the Chief of Appeals at your 
local district taxation office or taxation centre. 

When we receive a Notice of Objection, we reconsider the 
assessment. Your assessment may then be confitmed, 
changed or cancelled. If the objection is not allowed, we 
Will notify you by registered mail. You then bave the choix 
of appealing ta the Tax Court of Canada within 90 days. 

While you are waiting for your appeal ta be settled by us or 
a COUR, you do not bave ta psy the disputed taxes. 
However, these taxes are still subject ta the normal interest 
charges. 

Non-resident withholding tax 

If you pay or credit certain amounts ta a non-resident of 
Canada, you may be required ta withhold and submit 
non-resident withholding tax. If you need more information, 
refer ta Information Circular 71-16, Non-Resident Income 

Ta. 



Rates of capital cost allowance 

This schedule shows the more common properties used property. The rates for these classes are show” at the end of 
in a fishing business, and the class for each type. of tbe list. 

Depreciable property 
Part XI 

Glass No. 

Automobiles ..................................... 
Breakwaters 

- cernent or stone ............................ 
- wood ...................................... 

Buildings and component parts 
- wood, galvanized or portable ................ 
- other: 

- acquired after 1978 and before 1988 ....... 
- acquired after 1987 ....................... 

Chai” saws ...................................... 
Docks 

- cernent, steel or stone ....................... 
- wood ...................................... 

Drills - all types ................................ 
Electric motos ................................... 
Engines - stationary ............................. 
Ice machines ..................................... 
Leasehold interest ................................ 
Nets ............................................ 
Office equipment ................................. 
Outboard motors ................................. 
Passenger vehicles ................................ 
Power block - (purse-seine). ..................... 
Pumps .......................................... 
Radar OI radio equipment 

- acquired before May 26, 1976 ............... 
- acquired after May 25, 1976 ................. 

Tools 
- under$200 ................................. 
- $200 and over., ............................ 

Trailers .......................................... 

10 

3 
6 

6 

*3 
1 

10 

3 
3 
8 
8 
8 
8 

13 
8 
8 

10 
10.1 

1 
8 

9 
8 

12 
8 

10 

Part XI 
Depreciable property Glass No. 

Traps ........................................... 8 
Trucks .......................................... 10 
Vesse1 and component parts ....................... 
Weirs ........................................... : 
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 2. ............................................ .6% 
Glass 3. ............................................ .5% 
Glass 6. ........................................... 10% 
Glass l............................................ 15% 
Glass 8 ............................................ 20% 
Glass 9.. .......................................... 25% 
Glass 10 ........................................... 30% 
Glass 10.1 ......................................... 30% 
Glass 12 .......................................... 100% 

* The cost of additions or alterations made to a class 3 
building after 1987 is limited to the lesser of $500,000 or 
25% of the building’s capital cost on December 31, 1987. 
The cost of any additions or alterations over this limit is 
included in class 1. For more information, read 
Interpretation Bulletin lT-79, Capital Cost Allowance - 
Buildings or Other Structures. 
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