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Before You Start 
1s this guide for you? 
Read this guide if you are a self-employed fisherman or you are a member of a fïshing partnership. tt Will help you to calculate your fishing income 
for 1992. The General Tax Guide Will help you fill in your 1992 return. 

Note that you cari be a self-employed fisherman and also be a member of one or more fishing partnerships. For instance, you may fish for 
groundfish by yourself and also be in a lobster-fïshing partnership with your son. 

Generally, we consider you to be a self-employed fisherman if any of the following applies to you: 

l You own or rent a fïshing boat. 
l You are a captain of a fïshing boat. 
l You are a sharesman who gets a share of the catch. 

What is fishing income? 
Fishing income includes income you earn from fishing for or catching shell fish, crustaceans and marine animal% Fishing income does not include 
income you earn from working as an employee in a tïshing business. 

How do we divide the guide? 
This guide has seven chapters and a list of capital cost allowance rates 

Chapter 1 has general information in it. It talks about partnerships. how to report your tïshing income and about what records you need to keep. 

Chapter 2 talks about Form T2121, Fishing Income and Expense Statement. You cari use this form to figure out the income you have to show and 
the expenses you cari deduct. 

Chapter 3 talks about Form T2041, Capital Cost Allowance Schedole for Farmers and Fishermen. This chapter explains capital cost allowance and 
tells you how much you rnay be able to claim. 

Chapter 4 talks about eligible capital expenditures and how much of an annual allowance you may be able to claim. 

Chapter 5 tells you what happens when you bave a loss from your fishing business. 

Chapter 6 covers the inveatment tax credit and how much you may be able to claim. 

Chapter 7 tells you about what happens after you file your income tax return. 

At the end of the guide, there is a list of the more common capital cost allowance rates 

In some parts of the guide, we refer you to the business enquiries section of your district tax office. This section deals with the more complex 
business enquiries that you may have. 

You cari direct all of your other questions to the general enquiries section of your tax office. The General Tax Guide has a list of telephone numbers 
for bath the business and general enquiries sections in your district tax office. 

Should you read this guide? 
You do not have to read a11 of this guide. Only read the parts that interest you or that you need more information on. Look in the “Table of 
Contents” or the “Index” for the topics that the guide covers. 

Forms and publications 
This guide has two copies of each of these forms. 
l Form T2121, Fishing Income and Expense Sfatement. Use this form to figure out your fïshing income or loss if you use the cash method. If 

you use the accrual method, you Will still tïnd information in this guide useful to you. We defïne the cash and accrual methods on page 5. If 
you do not want to use Form T2121, you cari use your own statements. 

l Form T2041, Capital Cost Allowance Schedule for Farmers and Fishermen. Use this form to figure out the capital cost allowance (CCA) on 
your depreciable property. if you do not want to use Form T2041. you cari use your own statement. 

l FO~I TlA, Request for LO~S Carzy43ack. Use this form to ask for a loss carry-back. 
l Form T2038 (IND.), Investment Tax Credit (IndividuaIs). Use this form to ask for an investment tax credit. 

We Will tel1 you how to fil1 in the more common lines on the T2121 and the T2041. For any form you fiIl out, attach one copy to your return and 
keep the other for your records. 

This guide refers to other publications such as Interpretation Bulletins (ITs) and Information Circulars (KS). These bulletins and circulars caver 
topics in greater detail and are more technical than the guide. Also, they may give you more details on less common income tax situations. 

The guide also refers to other forms you may need. As you read the guide, list the forms and publications you need on the order form at the back. 
You cari then take or mail the order form to your district tax office. You cari also cal1 the “Requests For Forms” telephone number listed in your 
general tax guide package. 

- 

Dates to remember 
February 28, 1993 - File your 1992 T4 and T4A Returns. Also. give your employees their copies of the Supplementary slips 
March 31, 1993 - Most fïshing partnerships Will file a Partnership Information Return by March 31. 1993. However, there are exceptions. See the Guide 

to the Partnershjp Information Return and IC 89-5, Parrnership Information Refurn. 
April 30, 1993 - File your 1992 income tax return and pay any balance due 
April 30, 1993 - File Form T581, Forward Averaging Tax Credirs. if you would like to bring ail or sorne of your accumulated averaging amount into 

income. 
December 31, 1993 - Pay your instalment for 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 after you read this guide. please contact 
your district tax office. l 
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What’s new for 1992 
The guide outlines major changes below. For more details on the change to Class 10.1, see the area 
highlighted in yellow in this guide. 

Proposed changes 
This guide inciudes tax changes announced by the Minister of Finance. These changes had not yet 
become law at the time of printing. However. we are getting ready to apply the proposed changes. 

Glass 10.1 
Legislation proposes some changes to the capital cost allowance you cari claim when you dispose of a 
Class 10.1 passenger vehicle. See page 18 for details. 

Temporary small business investment tax credit (SBITC) 
The government proposes to introduce a temporary non-refundable 10% SBITC on certain property. 
Contact your district tax office for details. 

Chapter 1 
General Information 

You cari earn fishing income as a self-employed fisherman 
or by being a member of a fishing partnership. Most of the 
rules that apply to a self-employed fisherman also apply to 
a partner. However, before we caver items common to 
both, read “What is a partnership?” below if you are a 
partner. 

What is a partnership? 
A partnership is the relationship between two or more 
people carrying on a business to earn a profit. You cari be 
in a valid partnership with or without a written agreement. 
TO decide whether you are in a partnership, refer to the 
laws for your province. 

When you form, change or dissolve a partnership, you 
should think about these points: 

l 1s your relationship a partnership? 

l That there are special rules about capital gains or capital 
losses and recapture of capital cost allowance when 
partners give property to the partnership. 

l That there are special rules when you dissolve a 
partnership. 

* That you may have a gain or loss when you sel1 yout 
interest in a partnership. 

You may dissolve a partnership, change partners or transfer 
property to a partnership. If you need more details, you 
cari contact the business enquiries section of your district 
tax office. Your General Tax Guide has a list of telephone 
numbers if you want to cal1 the business enquiries section. 

As a member of a partnership, there are two ways to 
report your share of the partnership income. 

You may be in a partnership that has five members or less 
throughout the year and no member is another partnership. 
If this applies to you and you use the cash method, fil1 out 
the partnership schedule on Form T2 12 1, Fishinp Zncome 
and Expense Statement. You do not have to use Form 
T2121. You cari use your own statement as long as it has 
the same information as the T2 121. 

Partnersl$~‘intortnation return (PIR) 

You have to file a PIR if one of the following applies to you: 

l You are in a partnership that has ftve members or less 
throughout the year and one or more members is another 
partnership. 

l You are in a partnership that has six members or more. 

It is not necessary for a11 members of the partnership to 
file a PIR. Any partner cari file for the others. If you are 
filing a PIR for your partnership, get the Guide to the 
Partnership Information Return. 

Each partner gets from the partnership, two copies of Form 
T.50 13 Supplementary. Statement of Partnership Income. 
Report on page 1 of your return the gross partnership 
income and your share of the net partnership income or 
loss from the TSO 13. Attach copy 2 of Form T.5013 to 
your return. 

Sometimes, you rnay need to adjust your share of the net 
partnership income or loss that is on Form T5013. One 
example is when you have business expenses the 
partnership has not repaid to you. In this case, read the 
part “Area II” on page 13. 

If you need more details, read IT-138. Computation and 
Flow-through of Partnership Income. 

How do you report your fishing income? 
You cari use either the cash method or the accrual method 
to report your fishing income. Once you choose a method, 
use it in future years. 

Before we tel1 you about the two methods, we Will need to 
define the term “fiscal period.” 

Fiscal period 

Your business year does not have to be the same as the 
calendar year. You cari choose the dates of your business 
year when you file your first income tax return for your 
business. The period your business year covers is your 
fiscal period. 

You report fishing income in the calendar year your fiscal 
period ends. For example. you report income for the fiscal 
period July 1. 1991 to June 30, 1992 on your 1992 return. 
You do thrs because the fiscal period ends in 1992. 



A fiscal period cannot be more than 12 months. But a 
fiscal period cari be less than 12 months in some cases. 
This cari happen when you start or end a business. or when 
you change your fiscal period. 

TO change your fiscal period you have to get permission 
from the director of your district tax office. Ask for this 
change in writing. We Will only approve the change if it is 
for sound business reasons. We Will not approve the 
change if the main reason is to minimize taxes. 

Cash method 
When you use this method you: 

l report income in the fiscal period you receive it. and 

l deduct expenses in the fiscal period you pay them. 

You may get a post-dated cheque as a payment for a debt. 
In this case, include the amount in incarne at the time you 
get the cheque. If the bank does not honour the cheque, 
you cari adjust your income then. 

You may get a post-dated cheque as security for a debt. 
When this happens, include the amount in income when the 
cheque is payable. 

However, you may get a post-dated cheque as security for 
a debt and the cheque is payable before the debt is due. In 
this case, include the amount in income on the earlier of 
the date: 

l the debt is payable, or 

l you cash or deposit the cheque. 

When you use the cash method, do not include inventnry 
when you calculate your income. However, you cari 
inventory your nets and traps. We explain this on page 10. 

A partnership cari use the cash method only if ail the 
partners agree to use it. 

Accrual method 

When you use tbis method you: 
l report income in the fiscal period you earn it. no matter 

when you receive it; and 

l deduct expenses in the fiscal period you incur them. 
whether you pay them in that period or not. 

When you calculate your income, include the value of a11 
inventories of fish, fish byproducts, supplies and SO on. 
Make a list of your inventory and Count it at the end of 
your fiscal period. Keep this list as part of your business 
records. 

The value you give to your year-end inventory is important 
for calculating your income. If this is your first year of 
fishing. there are two methods you cari use to value your 
inventory: 

l Value a11 inventory at its fair market value. Fair market 
value is the price you would buy or sel1 an item for in a 
normal business deal. 

l Value individual items at the lower of cost or fair market 
value. When you cannot easily tel1 one item from 
another, you cari value the items as a group. 

In your first year of business, you Will not have an opening 
inventory at the start of your fiscal period. 
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If this is not your first year of business. use the same 
method you used in past years to value your inventory. The 
value of your inventory at the start of your 1992 fiscal 
period is the same as the value at the end of your 1991 
fiscal period. 

If you need more details on inventories, read IT-473 and 
Special Release, Inventory Valuah~n. 

Changing your method of reporting income 

You may decide to change your method of reporting 
income from the accrual method to the cash method. If you 
choose to do this, use the cash method when you file your 
return. Make sure your income and expense statement 
shows each adjustment you had to make because of the 
difference in the two methods. 

On the other hand. you may decide to change from the 
cash method to the accrual method. In this case, you have 
to fïrst get permission from the director of your district tax 
office. Ask for this change in writing before the date you 
have to file your income tax return. In your letter, give the 
reasons why you want to change methods. 

There is a difference between the cash and accrual 
methods. Therefore, the first time you file using the 
accrual method, make sure your income and expense 
statement shows each of the adjustments you have to make. 

How should you keep your records? 
You Will need to keep at least one record book to figure 
out your fishing income or loss for each year. This book 
should show a11 your business transactions including your 
daily income and expenses. A book with columns and with 
separate pages for income and expenses is helpful. The 
examples on page 6 show this type of book. 

Your records should show the assets you buy or sel1 such 
as fishing boats. radar, and radio equipment. Show who 
sold you the asset, its cost and the date you bought it. 
When you sel1 or trade in an asset, show the date you sel1 
or trade it and the amount you got from the sale or 
trade-in. 

Keep your record book along with receipts, deposit slips. 
bank statements. cancelled cheques and any agreements 
with the Fisheries Loan Board. If you do not keep this 
information and there is no other evidence to support your 
figures, we may reduce the expenses you claim. We may 
also increase the income you report. 

You may own or rent a fishing boat and fish on a share- 
basis. In this case, for each trip record the gross income 
and expenses. and each person’s share of the catch. YOU 
may be a designated employer for the self-employed 
fishermen in your crew. In this case, fi11 in a T4F 
Supplementary for each fisherman. For more details, see 
the brochure, Unemployment Insurance Coverage - 
Information for Self-Employed Fishermen. 

However. you may own or rent a fishing boat and pay 
your crew a wage. In this case, keep a record of the 
income from each landing as well as the wages and 
expenses. See “Salaries and wages” on page 9 for more 
details. 
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Always get receipts or other documents for every income 
and expense item. Other documents include: 

l Sales slips for each landing. 

l Trip settlement sheets. 

If a supplier does not give you a receipt, keep your own 
records. Show the name and address of the supplier, the 
date you made the payment, the amount you paid and the 
details of the transaction. 

We do not provide record books and do not suggest you 
use a particular type. There are many record books and l Slips or records of sales to the public, retailers, 

restaurants and SO on. ( bookkeeping systems you cari use. 

EXAMPLE - FISHING ON SHARE BASIS 
SUMMARY SHEET FOR FISHING BOAT 

DATE GROSS SOAT 011 0AT CE FOOD 
STOCK SHARE 

CAPTAINF CAEWMAN CREWMAN 
COMMISSION 

CREWMAN CREWMAN TOTALS 
11 t2 a3 +4 

L4zo’4 
s1o.m.w s 4.cco.w woo.w wo0.w 62m.w 
30.wo.00 

E3m.W 
12.cco.w 

5zw.w 
3w.w 4oo.w 

11.15O.W $1.15o.W 
ml.00 330.00 

51.15O.W 
March 19 2O.KXl.W 8.CC0.W 

W0.W 
51.15o.w 

330.00 4.05o.W 
s1o.om.w 

4W.W 233.W 
4.05o.W 

300.00 
4.050.03 

4WW 2.6oo.W 
4.c6o.w 

2.600.00 
3O.WtI.W 

2,m.w 2.5no.w 2Q.CW.W 

I I l I I I I I I 
TOTALS 

1 1 I 

I 
SUMMARY SHEET FOR SOAT AND OTHER EXPENSES 

DATE TO WHOM PA10 SOAT ENGlh IE ELECTAICAL RADAR 
REPAIRS REPAII 3s 

INSURANCE INTEREST 
EOUIPMENT RENTAL 

NETS, WAGES 
ON 

n 

REPAIRS 
TRAPS. 

LOAN TWNE 
Janwy 19 Shii yard s1.5m.w 1903.00 

, ----.... ,,-.. , --,., 

Fetawrv 3 X Supplien ltd. 
l l 

“INLa .a I Rsnlal Sewicss 
Marcil 31 Fishermwfs Loan 
April4 L. Ebdronix 
bnrü 10 n R.rs”- 

S63O.W 
SW0.W 

s2.25o.w s945.w 
SS5.W 

car rq>ars s 75.w 
S12o.W 

soucder 3.OXJ.W 

- r . . .  ._ 

May 2 
MilY 16 

L 

- .  -...#s 

J.O. Smilh 
L. Ebctmnb 

TOTALS 

EXAL 
1 1 I I I l I I 

IPLE - OTHER THAN FISHING ON SHARE SASIS 
SUMMARY SHEET FOR SALES 

DATE TO WHOM SOLD GROSS 
LANOINGS 

OEDUCTEO FROM SALES PROCEEDS NET CASH 

GAS 
RECEIVED 

0AlT 
January 18 

OTHER 
Fish Pscksr, 

20 Fish Padws 
sl.wo.w s3a.50 574.90 

J. Rsrtrurant -no Fish rlp 
800.00 

$20.00 

21 
20.00 

6666.60 
3S.W 

lw.w 
IOca 724W 

25 Firh P~&as 940.00 
lw.w 

32.W 56.w 12.00 940.W 

TOTALS 

SUMMARY SHEET FOR EXPENSES 
(Ether than those deducted on Fish Slios\ 

DATE TO WkiUM PA10 SOAT ENGINE WAGES SAIT 
REPAIRS 

GAS FOR ROPE 
AEPAIRS PAID 

MOTOR MATERIALS 
BOAT VEHICLE TRAPS. 

OTHER 

EXPSNSES NETS 
Janwy 4 x Suppkrr 

DESCRIPTION IIMWNT 

5 ShP Yard S3ZO.W 
125.00 S9S.W 

7 Provinci@ Go”. 
7 B. IrwJranw 

Firhing Linnœ 5 7.w 

9 x. Smvics SmDn 
f290.W 

12 F. Jones 
16.00 

31 Fhhwman’a Laen 
585.W 

Meres, 175.w 
I 1 I I l l 1 I l I 

TOTAL9 
I 

The totals would ix used to complete fhe 
Statement offishing /morne andExpenses, Form T2121. 

How long should you keep your records? 
You must keep business records and supporting documents 
for at least six years after the end of the tax year to which 
they relate. For example, you must keep records and 
documents for the 1987 tax year until December 31, 1993. 
If you file your return late, keep your records and 
documents for six years from the date you filed that return. 
If you appeal, keep your records until we or a court settle 
the issue and the time for filing another appeal has passed. 
You cari tïnd more details in “Appeal process” on page 24. 

You may want to destroy your records before the six year 
period is up. Before you cari destroy them, you must first 
get written permission from the director of your district tax 

office. TO do this, either use Form T137, Request for 
Destruction of Books and Records, or make your own 
written request. If you need more details, get IC 78-10, 
Books and Records RetentionlDestruction. 

Block averaging 
In most cases, 1991 was the last year you could block 
average your income. This is because block averaging does 
not apply for lïve-year blocks that start after 1987. 
However, in a few cases, you may be able to average. If 
you are able to block average, you must file Form T2011, 
Election to Average lncome by Farmers and Fishermen by 
April 30, 1993. For more details, contact your district tax 
office. 
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Chapter 2 
Form T2121, Fkhing Incorne and Expense Statement 

General information 
As a self-employed fisherman, you have to prepare a 
fïshing income and expense statement. If you use the cash 
method, you cari use Form T2121, Fishing Incorne and 
Expense Sfafement. However, you do not have to use this 
form. You cari use your own income and expense statement 
as long as you cari accurately show your fishing income 
and expenses. 

This chapter has five parts which are the same as the parts 
on Form T2121. Read the parts that apply to you. These 
parts are as follows: 
l Income. See below. 

l Expenses. See page 9. 

l Adjustments. See page 13. 

l Business use of home expenses. See page 13. 

l Partnership schedule. See page 13. 

In this chapter, we Will tel1 you how to fil1 in the more 
common lines on the form. 

If you are a member of a partnership, there are two ways 
to report your share of the partnership income. We explain 
this in “What is a partnership?” on page 4. You may want 
to read this part before you fil1 in your partnership’s 
income and expense statement. 

Income 

T4F - Statement of Fishing Income 

As a fisherman, you may get a T4F slip, Stafement of 
Fishing Income that shows your fïshing income. Your T4F 
slip may not show a11 the fïshing income you got in the 
year. Therefore, be sure to keep a detailed record of all the 
fishing income you get. 

Your T4F slip also shows the amount of income tax that 
has been deducted from your fishing income for the 
calendar year. 

However, your fiscal period may end on a date other than 
December 31. In this case, Write on line 437 on page 4 of 
your return one of these amounts: 

l The total tax deducted for the year as shown on the T4F. 

l The part of the tax deducted for your 1992 fiscal period. 
In 1993, you claim the amount that remains. 

In either case, include your T4F slip with your 1992 
return. 

On your 1992 return, you may be claiming income tax that 
was deducted from a 1991 T4F slip. In this case, put a 
note on your 1992 return to tel1 us you are doing this. 

You may want to have tax deducted from income you get 
from a catch. TO do this, fil1 in Form TD3F, Fisherman’s 
Election for Tax Deductions at Source. Tax is deducted at 
a rate of 20% on the amount you get. You and the buyer 
of the catch or the employer have to sign this form. Send 
one copy of this form to your district tax office. 

Sale of fish and other marine products 

Include in income, a11 amounts you get from the sale of 
fish, lobster, scallops and SO on. If you sel1 on the high 
seas, report the amount you get in Canadian dollars. Use 
the exchange rate in effect at that time. If you sel1 at 
various times in the year. you cari use an average rate. 
You cari get the average rate from your district tax office. 

Also include amounts you get from the sale of Irish moss, 
herring scales, herring roe, seal meat and flippers, 
seaweed, kelp, roe on kelp and SO on. 

Grants, subsidies, credits 

You may get an amount from a government or non- 
government agency. In most cases, you cari either include 
the amount in income or reduce the amount of the expense. 
For example, you may get a GST input tax credit from 
Revenue Canada for your fishing expenses. You cari either 
include the amount of the credit in income or reduce the 
expenses by the amount of the credit. 

However, there are some cases where you do not have a 
choice. For example, you must include in income, 
payments you get from the Fisheries Devefopmenf Act and 
the Fisheries Price Support Act. 

You may get government aid to buy depreciable property, 
such as a fïshing boat. Two examples of government aid 
are amounts from the Commercial and Fishing Vessels 
Subsidies Program and the GST input tax credit. When you 
get this kind of aid, deduct the amount you get from the 
cost of the property. This Will affect your capital cost 
allowance and investment tax credit. See Chapter 3 and 
Chapter 6. 

When you get non-government aid to buy depreciable 
property you have a choice. You cari either deduct the 
amount from the cost of the property or include the amount 
in your income. 

Rebates 
Include in income any rebates you get from buying 
supplies, fuel, insurance and SO on. Also, include in 
income any bonuses you get from fishing boat owners and 
buyers. 

If you get a federal excise rebate on gasoline tax, you cari 
either include the rebate in income or reduce your gasoline 
expense by the amount of the rebate. 

You may get a GST rebate if you are a member of a GST 
registered partnership. Revenue Canada pays this rebate on 
expenses you incur to earn partnership income that the 
partnership did not repay you for. These expenses include 
vehicle costs, meals, entertainment and certain business use 
of home expenses. You may also get a GST rebate for 
capital cost allowance (CCA) you claim on a vehicle YOU 

buy for the business. 

When the GST rebate is for expenses, include the amount 
of the rebate in income. When the GST rebate is for CCA, 
subtract the amount of the rebate from the property’s 
capital cost. See Chapter 3. 
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If you think you may qualify for the GST rebate, fil1 in 
Form GST-370(E), Empfoyee and Parfner GST Rebate and 
attach it to your return. You cari get the GST-370(E) from 
your district tax office. 

Patronage dividends 

Include a11 patronage dividends (other than those for 
consumer goods or services) in income in the year you get 
them. A patronage dividend that is a share or a certificate 
of indebtedness is income at the time you get it. 

Insurance proceeds 

You may get insurance proceeds for an item that is lost or 
destroyed. When the amount is for an item you deducted as 
an expense, include the amount of the proceeds in income. 
When the amount is for capital property, the amount is a 
proceed of disposa1 for the property. Therefore, deduct the 
amount from the undepreciated capital cost of the class the 
property belongs to. See Chapter 3. 

Compensation for loss of fishing income or 
PrweW 
Add to income, an amount you get as compensation for 
lost or destroyed nets and traps that you include in 
inventory. You also include in income, compensation you 
get for loss of income. 

Compensation for lost or destroyed capital property, such 
as a fishing boat, equipment, or nets and traps you 
capitalize are proceeds of disposa1 for the property _ 
Therefore, deduct the proceeds from the undepreciated 
capital cost of the class the property belongs to. See 
Chapter 3. 

Other income 
You may have other types of fishing income that the form 
does not show. Show this income on the “Other income 
(specify)” lines. If you do not have enough room, list your 
income on a separate sheet of paper and attach it to your 
return. Below, are some of the more common types of 
other income. 

Groundfish gill net buy-back program payments 

There are two ways to treat payments you get from this 
program: 

0 You may capitalize your nets. That is, you put the nets 
and traps in classes of depreciable property. In this case, 
you reduce the undepreciated capital cost of the class the 
nets belong to by the amount of the payment. This may 
result in a recapture of capital cost allowance as well as 
a capital gain. For details about recapture, see Chapter 3. 
If you need more details on capital gains, read the 
Capital Gains Tax Guide. 

l You may inventory your nets. When you do this, reduce 
any loss you deduct as an expense by the amount of the 
payment. If the payment is more than the value of the 
nets, include the excess amount in income. 

See “Nets and traps” on page 10 if you need more details. 

Paying debts with part of a catch 

You may buy property or pay off a debt with fish or othcr 
catch instead of money. In this case, include in income the 
fair market value of the fish or other catch. Fair market 

value (FMV) is the price you would buy or sel1 something 
for in a normal business deal. 

You may pay off a business expense with fish or other 
catch. When you do this, include in income the FMV of 
the fish or other catch. Then you cari deduct as an expense, 
the FMV of the fish or other catch. 

Sale of property 

You may sel1 property. The tax treatment of the amount 
you get from the sale depends on the type of property you 
sell. 

For instance, if you sel1 capital property, you may have to 
include in income, a capital gain and a recapture of capital 
cost allowance. See Chapter 3. 

On the other hand, you may sel1 an item that you deducted 
as an expense, such as gear for example. In this case, you 
include in income the amount you get for the gear. 

However, you may sel1 a fishing boat and the sale price 
includes other items such as a fishing license, nets, traps 
and SO on. In this case, divide the selling price among the 
items. You and the buyer should try to reach an agreement 
on the price for each item. 

Example 
Max sold his fishing boat, licenses, and SO on to Judy 
for $32,500. Max and Judy agree on how to divide the 
selling price. TO figure out how to treat each item, 
they set up this chart: 

Item Amount 
Fishing boat $ 20,000 

Nets and traps 7,000 

Fishing licenscs 5,000 

Hooks. lines, etc. 500 

Total $ 32,500 

Tax treatment 
Max: Deducts amount 
from the class. Max may 
also have a capital gain 
as well as a recapture of 
CCA. See Chapter 3. 
Judy: Adds the amount to 
the class. See Chapter 3. 

Max: Includes the 
amount in income if he 
inventorys his nets and 
traps. Includes as 
proceeds of disposa1 if he 
capitalizes his nets and 
traps. He may also have 
a capital gain as well as 
a recapture of CCA. See 
Chapter 3. 
Judy: See “Nets and 
traps” on page 10. 

Sec Chapter 4. 

Max: Includes in income. 
Judy: Deducts as an 
expense. 

Income from related activities 

Report other income you get that is not on your T4F slip 
or elsewhere on the form. Some examples of other income 
are, income you get working as a captain, engineer, first 
mate, cook and SO on. 



An owner may pay you a wage as well as let you keep the 
money from the sale of a catch. In this case. include the 
wage and the money you get in your income. 

You may live in Canada but fïsh on a foreign vesse]. In 
this case, include in income, any amount you get as a wage 
or as your share of the catch. Report the amount you get in 
Canadian dollars. 

Sharesman income 

If you get income as a sharesman, report ii on the 
“Sharesman income” line. Also Write down the name of 
the fishing boat and captain. 

Expenses 
Who cari claim expenses? 

If you are a self-employed fisherman, you cari deduct 
certain amounts you spend to earn fïshing income. We 
define what a self-employed fisherman is on page 2. 

Fishing boat owners 

As a fishing boat owner, you cari deduct a11 the expenses 
for each trip. This includes the expenses to calculate the 
crew shares. 

You may be able to deduct expenses when you use your 
home for business purposes. You may also be able to 
deduct the cost to travel between your home and the fishing 
boat. However, to deduct either of these expenses you have 
to meet certain conditions. We explain these conditions in 
“Business use of home expenses” on page 13 and in 
“Business use of a motor vehicle” on page 1 1. 

You cari also deduct other expenses you pay to earn fïshing 
income, as well as capital cost allowance (CCA) on 
property you own and use for fïshing. We explain CCA in 
Chapter 3. 

Captains of fishing boats 

As the captain of a fishing boat, you cari deduct expenses 
the owner did not pay. These expenses include the cost of 
persona1 navigation aids and rubber gear. You cari also 
deduct motor vehicle expenses that you pay to transport 
crew members, and to get supplies and parts for use on the 
boat. You may be able to deduct business use of home 
expenses if you meet the conditions on page 13. Also, you 
may be able to deduct the cost to travel between your 
home and the fishing boat if you meet the conditions on 
page 11. 

Sharesmen 

As a sharesman, your income is the amount you get after 
a11 trip expenses are deducted from the sale of the catch. 
Therefore, you cari only deduct the expenses you pay for 
rubber gear, gloves and knives you use on the fïshing boat. 
You cannot deduct the cost to travel between your home 
and the fishing boat. 

Note 
Fishing boat owners, captains and sharesmen cannot 
duplicate expenses. For example, if the owner deducts 
expenses such as fuel, food and ice, a captain or sharesman 
cannot deduct them. 

Use of fishing boat mainly for persona1 use 

You may use a fishing boat mainly for persona] use but 
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sometimes catch a small amount of fïsh to sel]. In this 
case, you cari deduct expenses and capital cost allowance. 
However, the amount you cari deduct cannot be more than 
the income from the catch. 

Prepaid expenses 

A prepaid expense is the cost of a service you pay for in 
advance. This could include insurance, taxes and rent you 
pay in one year but you do not get the benefits until the 
next year. 

You cari deduct the full amount of any prepaid expenses 
you pay in the year if you use the cash method and have a 
binding contract with a supplier. If you use the accrual 
method, you cari deduct the part of the prepaid expenses 
that are for the year you get the benefït. 

Salaries and wages 

Deduct the wages you pay your crew. This includes wages 
you pay to your crew for repairing the boat, cutting bait, 
baiting the trawl. shucking scallops, lumpers, standing 
watch and SO on. 

As the employer. you cari also deduct your share of the 
Canada or Quebec Pension Plan (CPP or QPP) 
contributions and Unemployment Insurance (LJI) premiums. 
Do not deduct the amounts you withhold on behalf of your 
crew. 

. Keep a detailed record of the amounts you pay to each 
crew member. Also keep a record of each crew member’s 
name, address and social insurance number. 

You cari deduct the wages you pay to your Child as long as 
you meet a11 these conditions: 

l You pay the salary. 

l The work your Child does is necessary for you to earn 
fishing income. If you did not employ your Child, you 
would have to employ someone else. 

l The salary is reasonable when you consider your child’s 
age and the amount you pay is what you would pay 
someone else. 

Keep documents to support the salary you pay to your 
Child. When you pay your Child by cheque, keep the 
cancelled cheque. When you pay cash, get your Child to 
sign a receipt. 

You cari also deduct wages you pay your spouse as long as 
you follow the same rules. You may be a member of a 
partnership that employs your spouse. In this case, the 
partnership cari deduct your spouses’s wages if it pays them 
to earn income for the business. Also, che wages have to 
be reasonable. 

You must also fil] in a T4 and T4A return, including the 
T4 and T4A Summary and Supplementary forms. Report 
on the T4 Supplementary slip, the wages you pay your 
crew. children and your spouse. Also show the amounts 
you withhold. 

For more details on wages and how to fil1 in the T4 and 
T4A returns, see the Employers’ Guide to Payroll 

I Deductions. You cari also read the booklet, Unemployment 
Insurance Coverage - Information for Self-Employed 
Fishermen. You cari get the guide and the booklet from 

1 your district tax office. 
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Crew shares 
Deduct the amount for each crew member’s share of the 
catch, You Will find these amounts on the trip settlement 
sheets . 

Insurance 
Deduct the amounts you pay to insure your fishing boat 
and equipment . 

In most cases, you cannot deduct your life insurance 
premiums or amounts you pay to insure persona1 property 
such as your home. However, if you use the property for 
your tïshing business, you cari deduct the business part of 
these costs. 

For more details, see “Business use of home expenses” on 
page 13 and “Business use of a motor vehicle” on 
page 11. 

Interest 
Deduct the interest you pay on money you borrow to earn 
fishing income such as interest you pay to buy a fishing 
boat, engine, gear and SO on. However, there is a limit on 
the interest you cari deduct on money you borrow to buy a 
passenger vehicle you use in your fishing business. We 
explain this on page 11. 

Do not deduct interest on money you borrow for persona1 
purposes, overdue income taxes or the principal part of 
loan or mortgage payments. 

Food 
Deduct the amounts you pay for food you stock on your 
boat to feed your crew when you fish offshore. 

Ofien, inshore fishermen do not stock food. Instead, they 
bring meals from home for their crew because the trips are 
short (leave home early in the morning and corne back late 
in the afternoon). You cari deduct the cost of these meals 
as long as the meals are a taxable benefit to your crew. 

There are some cases when you cari deduct the cost of 
meals even though they are not taxable benefits. One case 
is when your boat is at sea for 36 hours or more. In this 
case, the meals you give to your crew are not taxable 
benefits. Another case is when you give meals to your 
sharesmen. Because we do not consider sharesmen to be 
employees, the meals you give them are not taxable 
benefîts. 

If you need more details about taxable benefits, you cari 
get the Employers’ Guide to Payroll Deductions. You cari 
also read IT-91 and Special Release, Employment at 
Special or Remote Work Sites and IT-254, Fishermen - 
Employees and Seafarers - Value of Rations and Quarters. 
You cari get the guide and the ITs from your district tax 
office. 

Fuel and oil 
Deduct the amounts you pay for fuel and oil for your 
fishing boat and equipment. If you use a car or truck for 
your fïshing business, see “Motor vehicle” on page 11. 

Gear 
Deduct the amounts you pay for gear. This includes knives, 
small assorted supplies, gloves, and rubber or oilskin 
clothing you use in your fïshing business. 

Licenses 

Deduct the cost to renew your annual licenses. If you buy 
a license from another fisherman, you cari only deduct part 
of the cost each year. See Chapter 4. 

You may buy a fishing boat and the price includes the cost 
of a license. If this is the case, you need to know what 
part of the price is for the license and what part is for the 
boat. Try to agree on these amounts with the seller. See 
the example on page 8. 

Nets and traps 

Nets and traps include lines, hooks, buoys, anchors and 
radar reflectors. 

Generally, you cannot deduct the entire cost of nets and 
traps you buy in the year. Instead, there are two methods 
you cari use to deduct these costs. 

Method 1 - Capital cost allowance (CCA) method 

Capitalize the cost of nets and traps. That is, you put the 
nets and traps in classes of depreciable property. See 
Chapter 3. 

Method 2 - Inventory method 
Include in inventory the cost of nets and traps and deduct 
the loss in value. 

Example 
Value of nets. traps, twine, etc., on 
hand at the end of your 1991 fiscal 
period $ 750 

Add: Cost of nets and traps you 
bought in 1992 $ 200 

Cost of twine and other net 
and trap materials you 
bought in 1992 (do not 
include the value of your 
own labour) 125 325” - ~ 

Subtotal 1,075 

Minus: Value of nets, traps, twine, 
etc. on hand at the end of 
your 1992 fiscal period !$700** 

Proceeds from the sale of 
nets, traps, twine, etc. 150 850 

LOS~ on nets and traps $ 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 get if you sel1 them to another 
fisherman who is not related to you. 

If you just started fishing, choose one of the two methods 

If you have been fishing for several years and each year 
you always claim the cost of replacing nets and traps, you 
cari keep on doing SO. However, you cari choose to change 
to either the CCA or the inventory method. If you choose 
to do this in 1992, the value of nets and traps on hand at 
the end of 1991 will be zero. This is because you have 
deducted their value in prior years. 



Note that you cari change from the inventory to the capital 
cost allowance method. However, you cannot change from 
the capital cost allowance to the inventory method. 

Small tools 

If a tool cost you less than $200, deduct the full cost. If it 
cost you $200 or more, add the cost to your capital cost 
allowance schedule. See Chapter 3. 

Motor vehicle 
The kind of vehicle you own cari affect the expenses you 
cari deduct. For tax purposes, there are three types of 
vehicles you should know about. They are: 

l Motor vehicles. 

l Automobiles. 

l Passenger vehicles. 

If you own or lease a passenger vehicle, there cari be a 
limit on the amounts you cari deduct for capital cost 
allowance (CCA), interest and leasing costs. We caver the 
limits on CCA in Chapter 3. You Will find the limits on 
interest and leasing costs later in this part. 

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

An automobile is a motor vehicle that is designed or 
adapted mainly to carry people on streets and highways and 
seats no more than the driver and eight passengers. 
However, an automobile does not include: 

l An ambulance. 

l A motor vehicle you acquire to use more than 50% as a 

- taxi, 

- bus to transport passengers, or 

- hearse in a funeral business. 

l A motor vehicle you acquire to sell, rent or lease in a 
motor vehicle sales, rental or leasing business. 

l A motor vehicle (except a hearse) you acquire to use in a 
funeral business to transport passengers. 

l A van, pick-up truck or similar vehicle that seats no 
more than the driver and two passengers. Also, in the 
tax year you acquire it, you use it more than 50% to 
transport goods or equipment to earn income. 

l A van, pick-up truck or similar vehicle that, in the tax 
year you acquire it, you use it 90% or more to transport 
goods, equipment or passengers to earn income. 

A passenger vehicle is any automobile you buy after 
June 17, 1987 or that you lease under an agreement you 
enter, extend or renew after June 17, 1987. 

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

Business use of a motor vehicle 

You may use your motor vehicle for persona1 and business 
reasons. When you do this, you cari deduct the part of 
your expenses that is for business use. 

Business use includes trips to pick up parts, supplies for 
your boat, to deliver fish to markets and SO on. It also 
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includes driving to and from the fishing boat if your home 
is your main place of business. TO find out if you use your 
home as your main place of business see “Business use of 
home expenses” on page 13. 

Keep a record of both the total kilometres you drive and 
the kilometres you drive for business use. Also, keep track 
of what it costs you to run and maintain the motor vehicle 
for the year. 

Example 
Jim’s fishing business has a December 31 year-end. He 
owns a pick-up truck that he uses to carry nets and 
other equipment. Jim wrote down the following 
for 1992: 
Business kilometres . . . . . . 27,000 km 
Total kilometres . . . 30,000 km 

Gasoline and oil . . . . . . $ 3,500 
Repairs and maintenance . . . . . . . . 500 
Insurance . . . . . . . . . . . . . . . . . . . . 1,000 
Interest (on loan to buy the truck) . . 1,900 
License fee . . . . . . . . . . . . .._......_.... 100 

Total expenses for the truck . . . $ 7,000 

This is how Jim figures out the motor vehicle expense 
he cari deduct in 1992: 

27,000 (business kilometres) X $7,000 = $ 6,300 
30,000 (total kilometres) 

Interest on the money you borrow for a passenger 
vehicle 

When you use a passenger vehicle to earn fishing income, 
there is a limit on the amount of interest you cari deduct. 

If you use either the cash or accrual method to calculate 
your income, fil1 in the chart below to figure out your 
available interest. If you use your passenger vehicle for 
persona1 and business reasons, fil1 in this chart before you 
figure out how much interest you cari deduct as an 
expense. 

Interest chart 

Write down the total interest paid (cash 
method) or payable (accrual method) in 
the year A 

the number of days in the 
$ * x year for which interest 

was paid or payable B 

Your available interest expense is the lower of A or B. 

* For passenger vehicles bought before September 1, 
1989, use $8.33. For passenger vehicles you buy after 
August 31. 1989, use $10.00. 

Example 
Frank’s fishing business has a December 31, 1992 
year-end. In Match 1988 he bought a new car that he 
uses for both persona1 and business use. The car seats 
a driver and four passengers. Frank borrowed the 
money to buy the car and the interest he paid in 1992 
was $5.000. Frank wrote down the following for 1992: 
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20,000 km 
. 25,000 km 

Business kilometres . . . . . . . . . . 
Total kilometres . . . . . . . . . 

Gasoline and oil . . . . . . . . . . . 
Repairs and maintenance . . . . . 
Insurance . . . . . . . . . . . . . . . 
Interest (on loan to buy the car) 
License . . . . . . . . . . . . . . . . . . . . . . . 

Total car expenses . . . . . . . . , . . . . . $ 8.ooo 

. $2,000 
. l,ooO 

. . 1,891 

. 3,049** 
. 60 

** Since the car Frank bought is a passenger vehicle, 
there is a limit on the interest he cari deduct. 
Frank’s available interest is the smallest of these 
two amounts: 

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

Engine 

Deduct the amounts you pay for a11 engine repairs. You 
cari also deduct the cost of an overhaul. However, if you 
replace an engine, it is a capital expenditure. Therefore, 
you add the expenditure to the cost of the boat. This Will 
affect the CCA on the boat. See Chapter 3. 

Electrical equipment 

Deduct the amounts you pay for repairs to a loran, 
sounder, radar, ship-to-shore radio, fish finder and SO on. 

l $5,000 (the total interest he paid in 1992). Other expenses 

l $3,049 ($8.33 x 366 days) 

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

Here is how Frank figures out the motor vehicle 
expense he cari deduct in 1992: 

20,000 (business kilometres) X $ 8,000 = $ 6,400 
25,000 (total kilometres) 

You may have expenses that the form does not show. In 
this case, use the “Other expenses” lines. If you need 
more room, list your expenses on a separate sheet of paper 
and attach it to your return. We caver some common other 
expenses below. 

Accounting and legal fees 

Leasing costs for a passenger vehicle 

There is a limit on the leasing costs you cari deduct as an 
expense if you lease a passenger vehicle for use in a 
business. 

In most cases, you cari deduct legal costs that are for your 
fishing business. Also, deduct any fees you pay to have 
someone do your income tax return. 

If you use the cash method to figure out your income, use 
the chart “Eligible Leasing Costs Chart for Passenger 
Vehicles” in the Employment Expenses Tax Guide. If you 
use the accrual method to figure out your income, use the 
chat-t in the Business and Professional Income Tax Guide. 
You cari get both guides from your district tax office. 

You may pay accounting and legal fees to file an appeal 
against your assessment for income tax, Canada or Quebec 
Pension Plan contributions, or Unemployment Insurance 
premiums. Deduct these fees on line 232 of your income 
tax return. You may get an amount to offset these fees. In 
this case, subtract from the fees the amount you get and 
Write the result on line 232. 

Do not deduct the legal and other fees you pay to buy 
property, such as a fishing boat and equipment. Add these 
fees to the cost of the property. 

Joint ownership 

If you and someone else own or lease the same passenger 
vehicle, the limits on CCA, interest and leasing costs still 
apply. The amount you cari deduct as joint owners cannot 
be more than the amount that one person owning or leasing 
the passenger vehicle could deduct. 

If you need more details, see IT-99, Legal and Accounting 
Fees. 

Leasing costs 

More than one vehicle 

Deduct the lease payments you make in the year for 
property you use in your fishing business. If you lease a 
passenger vehicle, see “Motor vehicle” on page 11. 

You may use more than one motor vehicle for your 
business. In this case, keep a separate record that shows 
the total and business kilometres you drove, and the cost to 
t-un and keep each vehicle. You calculate each vehicle’s 
expenses separately . 

If you need more details on motor vehicle expenses, read 
IT-52 1, Motor Vehicle Expenses Claimed by Self- 
Employed Individuals. 

If you enter a lease agreement after April 26, 1989, you 
cari choose to treat your payments in a different way. You 
cari treat the lease payments as combined payments of 
principal and interest. 

However, you and the person you are leasing from have to 
agree to treat the payments this way. Also, both these 
rules apply: 

l We consider that you buy the property rather than lease 

Repairs 
it. 

l We consider that you borrow an amount equal to the fair 

Fishing boat market value of the leased property. 

Deduct the amounts you pay for the general repairs you 
need to keep your fishing boat in a seaworthy state. 

The structural improvements and additions you make to 
your fishing boat are capital expenditures. You add these to 
the cost of the boat. They Will affect the CCA on the boat. 
See Chapter 3. 

You cari deduct the interest part of the payment as an 
expense. You cari also claim capital cost allowance on the 
property _ 

You cari make this choice as long as the property qualifies 
and its fair market value (FMV) is more than $25,000. A 
fishing boat that you lease and has a FMV of $35,000 is an 
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example of property that qualifies. However, office 
furniture and automobiles often do not. 

TO treat your lease this way, file one of these forms with 
your return for the year you make the lease agreement: 

l Form T2 145, Election in Respect of the Leasing of 
Property. 

l Form T2146, Election in Respect of Assigned Leases or 
Subleased Property. 

If you want more details about this kind of lease 
arrangement, contact your district tax office. 

Capital cost allowance 
Write the amount you calculate on Form T2041, Capital 
Cost Allowance Schedule for Farmers and Fishermen or 
from your own schedule. See Chapter 3. 

Allowance on eligible capital property 
We explain how to calculate this allowance in Chapter 4. 

Net income (loss) before adjustments 
Subtract your total fïshing expenses from your gross fishing 
income. This is your net income or loss before 
adjustments. Write this amount on the “Net income (10s~) 
before adjustments” line on Form T2121. 

Adjustments 
You may have to make adjustments. If you do, fil1 in this 
part of the T2121. We caver two of the more common 
adjustments below. 

Salary or wages paid to self, partner(s) or both 
Include in income any amount you pay yourself if you 
deduct the amount as an expense. 

Your partnership may pay a partner a wage and deduct the 
wage as an expense. In this case, include in income the 
amount of the wage. You do this because the partners’ 
salaries or wages are a distribution of the partnership’s 
income. 

Persona1 expenses 
You may deduct persona1 expenses from your fishing 
income. If you do this, add these expenses back to income. 
Persona1 expenses include: 

l Donations to charities and political contributions. You 
may be able to claim these items on the proper lines of 
your income tax return. 

l Interest and penalties on income tax. 

l Life insurance premiums. 

l Fines and penalties. 

Business use of home expenses 

Use this part of the form if your business is not a 
partnership and you want to deduct expenses for the 
business use of a work space in your home. If you are a 
member of a partnership, use the “Partnership schedule” 
to deduct these expenses. 

You cari deduct expenses for the business use of a work 
space in your home as long as you meet one of these 
conditions: 

l The work space is your main place of business. 

l You use the work space only to earn fîshing income and 
you use it on a regular and ongoing basis for meeting 
your customers. 

You cari deduct a part of your light, heat, water, home 
insurance, mortgage interest, property taxes and capital cost 
allowance (CCA). You cari also deduct a part of the rent if 
you rent the house you live in. 

TO fïgure out the amount you cari deduct, you cari use this 
formula: 

area of your home you use for business x expenses 
total area of your home 

You cannot deduct an amount that is more than your net 
fïshing income before you deduct these expenses. 
Therefore, you cannot use these expenses to make or 
increase a 10s~. Next year, you cari deduct any expense you 
could not deduct this year as long as you meet one of the 
above two conditions. You also follow the same rules. 

You may deduct CCA for the business use part of your 
home and later sel1 your home. In this case, the rules for a 
recapture of CCA and taxable capital gains apply. See 
Chapter 3. 

If you need more details, see IT-514, Work Space in Home 
Expenses. 

Partnership schedule 

You may be in a partnership that has tïve members or less 
throughout the year and no member is another partnership. 
If this applies to you, fil1 in this part of the form. You may 
have to fil1 in both Areas 1 and II depending on your 
situation. 

You cari also fil1 in Area II if one of the following applies 
to you: 

l You are in a partnership that has five members or less 
throughout the year and one or more members is another 
partnership. 

l You are in a parmership that has six members or more. 

Area I 
In this area, show the names of a11 the partners. You also 
show your share and each partner’s share of the net income 
or loss, according to the terms of the partnership 
agreement . 

Some agreements cal1 for a salary to be paid to the 
partners before the partnership divides the income on a 
percentage basis. Or the agreement may cal1 for the interest 
on capital invested in the partnership to be paid to the 
partners. If the partnership does not base these amounts on 
a straight percentage of its net income, attach a note to tel1 
us how you got these amounts. 

Area II 
Show your share of the partnership income or loss from 
line (A) in Area 1 or from copy 2 of Form T5013 
Supplementary. Deduct any expenses you paid to earn 
partnership income that the partnership did not pay back to 
you. For instance, you may use your automobile for the 
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partnership business. When you do this, you cari deduct 
that part of your motor vehicle expenses. 

TO figure out your business use of home expenses, see 
“Business use of home expenses” on page 13. 

Net income (10s) 
Write your net fishing income or loss on line 143 on 
page 1 of your return. 

You may run your fïshing business by yourself. In this 
case, your net income or loss is the amount you get after 
you fil1 in the “Adjustments” part on the front of Form 
T2121. However, you may run your fïshing business with 
someone else. In this case, your net fishing income is the 
amount you get after you fil1 in the “Partnership schedule” 
on the back of Form T2 12 1. 
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Chapter 3 
Form T2041, Capital Cost Alluwance Schedule 

for Farmers and Fishermen 

What is capital cost allowance (CCA)? 
Capital cost allowance is a tax term for depreciation. 

You cannot deduct the entire cost of the depreciable 
property, such as equipment, that you use in your fishing 
business. However, since this type of property Will wear 
out or become out-dated, you cari deduct a part of its cost 
each year. We cal1 the part of the cost that you cari deduct, 
capital cost allowance (CCA). 

You do not have to claim the maximum amount of CCA in 
the year. You cari claim any amount you like, from nothing 
right up to the maximum amount for the year. The 
maximum amount you cari deduct for CCA is the same if 
you use the cash method or the accrual method. 

Note 
You may use depreciable property in 1992 that you used in 
your fishing business before January 1, 1972. In this case, 
you may want to read IC 86-5, Part XVIII - Capital cost 
Allowance, Farming and Fishing to find out how to claim 
CCA on that property. If you would like more details, 
contact your district tax office. 

Definitions 
TO claim CCA, you Will need to know these terms. 

Available for use 

A property is available for use when the seller delivers it 
to you and it is in working order. For example, suppose 
you buy an electric motor and the seller delivers it to you 
in 1992, but it was not in working order until 1993. You 
cannot claim CCA on it until 1993. 

However, suppose you buy an electric motor and the seller 
delivers it to you in working order in 1992, but you did 
not use it until 1993. You cari still claim CCA on it in 
1992 because it was available for use. 

Capital cost 
In most cases, the capital cost of a property is what you 
pay for it, plus any expenses you had to pay to buy it. 
These expenses include commissions, legal fees, tax and SO 
on. For instance, suppose you buy a boat for $50,000 plus 
expenses of $3,500. Your capital cost is $53,500. 

Depreciable property 
This is any property on which you cari claim CCA. You 
usually group depreciable properties into classes. For 
example, pumps, ice machines and tools that cost $200 or 
more belong to Class 8. You base your CCA claim on a 
rate assigned to each class of property. 

Fair market value (FMV) 

Fair market value is the price you would buy or sel1 
something for in a normal business deal. 

Non arm’s-length transaction 

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. 

Proceeds of disposa1 

The proceeds of disposa1 are often the sale price of a 
property after you subtract any expenses related to its sale. 
When you trade in a property to buy a new one, the value 
of the trade-in is your proceeds of disposal. 

Undepreciated capital cost (UCC) 

The UCC is the amount left over after you deduct CCA 
from the cost of a depreciable property. The CCA you 
claim each year Will reduce the UCC of the property each 
year. 

How to fil1 in Form T2041 
Follow the instructions for each column. If you have more 
than one business, fil1 in a separate CCA form for each 
business. 

Column 1 - Glass number 

If you started fishing in 1992, read column 3 first and then 
fil1 in column 1. 

If you had a CCA claim in past years, Write the same class 
numbers in column 1. See your CCA schedule from last 
year for this information. 

Column 2 - UCC at the start of the year 

The UCC amounts for each class at the star? of your 1992 
fiscal period are the same amounts as those at the end of 
your 1991 fiscal period. If you used Form T2041 last year, 
these amounts Will be in column 10. 

You have to reduce your UCC at the start of 1992 by any 
investment tax credit deducted, refunded, or both in 1991. 
You also have to reduce your UCC by any 1991 
investment tax credit you carried back to a year before 
199 1. See Chapter 6. 

You may have received a GST input tax credit in 1991 for 
a passenger vehicle you use less than 90% for your tïshing 
business. In this case, subtract the amount of the credit 
from your UCC at the start of the year. 

If you started fishing in 1992, put ni1 for a11 classes in this 
column. 

Column 3 - Cost of additions in the year 

If you buy depreciable property in the year, you must 
figure out the cost of the property. TO do this, fil1 in Area 
A of the form. Remember that your property has to be 
available for use for you to claim CCA. 

You must also Write down the class the property belongs 
to. For a list of common classes of depreciable property, 
see “Rates of capital cost allowance (CCA)” on page 25. 
Part XI of the Income Tax Regulations has a full list of a11 
depreciable properties. 
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There are some cases where you may need to adjust the 
cost of your property. The following Will show you how to 
do this. 

Change in use 

You may buy a property for persona1 purposes and then 
start to use it in your business. When you do this, you 
need to fïnd out the amount to put in column 3. In most 
cases, the amount you Write in is the fair market value 
(FMV) of the property at the time of the change in use. 

However, the cost of the property may be less than the 
FMV. In this case, fil1 in the following chart to fïnd out 
the amount to put in column 3. 

Cost of the property 

FMV of the property 

Amount from line A 

Line B - line C (if negative. 
Write “0”) 

Write down any capital gains 
deduction* claimed for the 
amount on line D 

$ x 413 = 

Line D - line E (if negative 
Write “0”) 

$ x 314 = 

The amount you put in 
column 3 is line A + line F 

$ A 

$ B 

C 

L-.- D 

$ E 

F 

s G 

* We explain the capital gains deduction in the Capital 
Gains Tax Guide. 

Passenger vehicles 

We defïne passenger vehicle on page 11 in Chapter 2. 

Your passenger vehicle cari belong to either Class 10 or 
Class 10.1. List each Class 10.1 passenger vehicle 
separately . 

Your passenger vehicle belongs to Class 10.1 if it meets 
one of these conditions: 

l You bought it before September 1, 1989 and it cost you 
more than $20,000. 

l You bought it after August 31, 1989 and it cost you 
more than $24,000. 

Starting on January 1, 1991, to figure out the class of your 
passenger vehicle, use the vehicle’s cost before you add the 
goods and services tax (GST) and the provincial sales tax 
(PST). 

Example 
Joao runs a fishing business. On June 21, 1992 he 
bought two passenger vehicles that he uses for his 
business. Joao has these details for 1992: 

Cost GST PST Total 

Vehicle 1 $ 25,000 1,750 2,000 $ 28,750 

Vehicle 2 $ 23,000 1,610 1,840 $ 26,450 

Joao puts Vehicle 1 in Class 10.1 since he bought it 
after August 31, 1989 and it cost him more than 
$24,000 before the GST and PST. Before Joao writes 
an amount in column 3, he needs to figure out the 
GST and PST on $24,000. He does this as follows: 

l GST @ 7% on $24,000 = $1,680, and 

l PST @ 8% on $24,000 = $1,920. 

Therefore, the amount Joao writes in column 3 is 
$27,600 ($24,000 + $1,680 + $1,920). 

Joao puts Vehicle 2 into Class 10 since he bought it 
after August 31, 1989 and it did not cost him more 
than $24,000 before the GST and PST. The amount 
Joao writes in column 3 is $26,450 ($23,000 + $1,610 
+ $1.840). 

Cost of construction or improvements to a 
property 

If you build depreciable property for use in your business, 
its cost includes the cost of materials and labour. Do not 
include the value of your own labour. Add to its cost, the 
cost to improve. add to or renovate the property. 

Survey or valuation costs 
Add to the cost of the property you buy, the cost to survey 
or value it. You cannot deduct these costs as expenses. 

Property you use for persona1 and business use 
You may buy property for persona1 and business use. If 
you do this, there are two ways to show the business part 
on your CCA form: 

l If the part you use for business is the same from year to 
year, Write the business part of the cost of the property 
in column 3. 

l If the part you use for business changes from year to 
year, put the whole cost of the property in column 3. 
When you claim CCA as we explain in column 9, you 
Will have to add to income the persona1 use part of the 
CCA. 

The cost limits fol- passenger vehicles still apply when you 
divide the capital cost between business and persona]-use. 
See “Passenger vehicles” on this page. 

Aid 

You may get aid from a government or government agency 
to buy depreciable property. An example would be an input 
tax credit you get for the GST you paid on a depreciable 
property you use in your fïshing business. 

When you get this kind of aid, you have to reduce the cost 
of the property. Therefore, before you Write the cost in 



column 3, deduct the amount of the grant, subsidy or input 
tax credit from the total cost of the property. 

You may get an input tax credit for a passenger vehicle 
you use 90% or more in your fishing business. In this 
case, you reduce the cost of the property by the amount of 
the credit. However, you may get an input tax credit for a 
passenger vehicle that you use less than 90% in your 
fishing business. In this case, you reduce your UCC in 
1993. 

If you get aid from a non-govemment agency to buy a 
depreciable property, you have a choice. You cari either 
include the amount in income or deduct it from the cost of 
the property. We explain this in the part “Grants, 
subsidies, credits” on page 7. 

Non arm’s-length transactions 

When you get property in a non arm’s-length transaction, 
there are special rules to follow to figure out the property’s 
cost. These special rules Will not apply if you got the 
property because of someone’s death. 

You cari buy depreciable property in a non arm’s-length 
transaction from an individual who is a resident of Canada 
or a partnership that is a resident of Canada. When you 
pay more for the property than the seller paid for the same 
property, calculate the cost as follows: 

The seller’s cost L 1 

The higher of the seller’s 
proceeds of disposai or the 
FMV of the property $ 2 

Amount from line 1 3 

Line 2 - line 3 
(if negative, Write “nil”) L 4 

Write down any capital gains 
deduction* claimed for the 
amount on line 4 

$ x 413 = s 5 

Line 4 - line 5 
(if negative, Write “nil”) 

$ x 3/4 = 6 

Your cost is line 1 + line 6 L 

* We explain the capital gains deduction in the Capital 
Gains Tax Guide. 
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You cari also buy depreciable property in a non arm’s- 
length transaction from an individual who is not a resident 
of Canada or a partnership that is not a resident of Canada. 
When you pay more for the property than the seller paid 
for the same property, calculate the cost as follows: 

The seller’s cost $ 1 

The higher of the seller’s 
proceeds of disposa1 or the 
FMV of the property $ 2 

Amount from line 1 x--- 3 

Line 2 - line 3 
(if negative. 
Write “ni]“) 

$ x 314 = 4 

Your cost is line 1 + line 4 A!i---- 

You may buy depreciable property in a non arm’s-length 
transaction and pay less for it than what the seller paid. In 
this case, your capital cost is the same amount as the 
seller’s. We consider that you have deducted as CCA, the 
differenre between what you paid and the seller paid. 

Example 
Bryne bought an outboard motor from his father Mack 
in 1992 for $2,000. Mack paid $5,000 for the motor in 
1985. Since the amount Bryne paid is less than the 
amount Mack paid, we consider Bryne’s capital cost to 
be $5,000. We consider that Bryne has deducted CCA 
of $3,000. 

When Bryne fills in Form T2041, he writes $5,000 in 
“Area A - Details of additions in the year” under 
“Column 3, Total cost.” However, he writes $2,000 
in “Column 3, Cost of additions in the year” as the 
addition for 1992. 

There is a limit on the cost of a passenger vehicle you buy 
in a non arm’s-length transaction. The cost is the smaller 
of these three amounts: 

l The FMV at the time you buy it. 

l $24,000 plus any GST and PST you would pay on 
$24,000 if you buy it after 1990. 

l The seller’s “cost amount” of the vehicle at the time 
you buy it. 

The “cost amount” cari vary depending on what the seller 
used the vehicle for before you buy it. If the seller used 
the vehicle to earn income, the cost amount Will be the 
UCC of the vehicle at the time you buy it. If the seller did 
not use the vehicle to earn income, the cost amount is often 
the original cost of the vehicle. 
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For more details on non arm’s-length transactions, read 
IT-405, Inadequate Considerations - Acquisitions and 
Dispositions, and IT-419 and Special Release, Meaning of 
Arm s Length . 

Column 4 - Proceeds from disposals in the year 

If you sel1 or trade in depreciable property, Write in this 
column the smaller of these two amounts: 

l Proceeds of disposa]. 

l Capital cost of the property . 

Use “Area B - Details of disposals in the year” to help 
you figure out the correct amount. If you sel1 a building, 
there are special rules that cari apply to you. For more 
details on what to do when you sel1 a building, read 
IT-220, Capital Cost Allowance - Proceeds of Disposition 
of Depreciable Property. 

You may dispose of depreciable property for more than its 
cost. In this case, a capital gain Will result. However, you 
may be able to claim a capital gains deduction. If you had 
a capital gain in 1992, read the Capital Gains Tax Guide to 
help you figure out your gain and deduction. 

In some cases, you may be able to postpone a capital gain. 
An example is when you sel1 a property and replace it with 
a similar one. Other examples are when someone 
expropriates your property or when you transfer property 
to either a corporation or a partnership. If you need more 
details, contact your district tax office. 

Column 5 - UCC after additions and disposals 
Add the amount in column 2 to the amount in column 3. 
Then subtract the amount in column 4 from this total. 
Write the result in column 5. 

Recapture of CCA 
A recapture of CCA happens when the amount in column 5 
is negative. Include this amount as fishing income. A 
recapture cari occur when you sel1 a property, get aid or 
claim the investment tax credit. 

In some cases, you may be able to postpone a recapture of 
CCA. An example is when you sel1 a property and replace 
it with a similar one. Others are when someone 
expropriates your property or when you transfer property 
to either a corporation or a partnership. If you need more 
details, contact your district tax office. 

Terminal loss 

A terminal loss happens when the amount in column 5 is 
positive and there is no property left in the class. Deduct 
the terminal loss from your fishing income. 

Note 
The rules for recapture and terminal loss do not apply to 
passenger vehicles in Class 10.1. However, see the 
comments in column 7. 

Column 6 - Adjustment for current year additions 

You cari claim CCA on only 50% of the cost of the 
property you buy in 1992. For example, suppose that in 
1992 you buy a Class 8 property for $3,000. You would 
base your CCA claim on $1,500 ($3,000 x 50%). We cal1 
this the “50% rule.” 

The 50% rule cari affect you if you had a change in use of 
the property in the year. The rule cari also affect you if 
you buy and sel1 depreciable property of the same class. 

If the 50% rule affects you, do this calculation: 

column 3 -. column 4 A 

-B 

Write the amount on line B in column 6. 

If the amount in column 4 is more than the amount in 
column 3, Write “nil” in column 6. 

There are some cases when you do not make an adjustment 
in column 6. One case is property you buy in a non arm’s- 
length transaction and until you buy it, the seller 
continuously owned the property for at least 364 days 
before the end of your 1992 fiscal period. 

Also, some properties are not subject to the 50% rule. 
Some examples are those in Classes 12 (for instance, tools 
that cost less than $200), 13, 14, 23, 24, 27, 29, or 34. 

Column 7 - Base amount for CCA claim 

Subtract the amount in column 6 from the amount in 
column 5. Write the result in column 7. You base your 
CCA claim on the amount in this column. 

You may dispose of a Class 10.1 vehicle in 1992. In this 
case, you may be able to claim 50% of the CCA you 
would be allowed if you still owned the vehicle at the end 
of the year. We cal1 this the “half-year rule on sale.” This 
is based on a proposed change to the tax law. 

You cari use the half-year rule on sale if you owned, at the 
end of your 1991 fiscal period, the Class 10.1 vehicle you 
dispose of in 1992. If this applies to you, Write in column 
7, half of the amount that is in column 2. 

Note 
The half-year rule above is different from the way we 
explained it in earlier guides. Before the proposed change, 
to claim the half-year rule you had to meet these two 
conditions: 

l You had to own the Class 10.1 vehicle at the end of the 
year prior to the disposal. 

l In the year you dispose of the Class 10.1 vehicle you 
had to buy another Class 10.1 vehicle and still own it at 
the end of that year. 

Because of this change, your CCA claim for a fiscal period 
that started after June 17, 1987 and ended after 1987 may 
be too low. It may be too low if you did not claim the 
half-year rule because: 

l You did not buy another Class 10.1 vehicle to replace 
the one you disposed of. 

l You bought another Glass 10.1 vehicle but you disposed 
of it before the end of the year. 

l You replaced the Class 10.1 vehicle with a Class 10 
vehicle 

If you need more details or want us to adjust your return, 
contact your district tax office. 



Column 8 - Rate (%) l A boat built and registered in Canada and not used for 
Write in this column the rate or percentage, for each class. any purpose before you buy it. 
For a list of rates, see “Rates of capital cost allowance l The cost to convert or alter a boat in Canada. 
(CCA)” on page 25. 

l A boat or the cost to convert it, that is a separate class 
Column 9 - CCA for the year l under the Canadian Vesse1 Construction Assistance Act. 
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Multiply the amount in column 7 by the rate in column 8 
and Write the result in column 9. This is the most you cari 
deduct. You cari deduct any amount up to the maximum. 

Leasehold interest (Class 13) 

Special CCA rules apply to leasehold interests in property. 
If vou have a leasehold interest, contact your district tax 

The following are some special comments for some classes 1 ofice for more details, 
of property . 

Special rates for certain boats 

In most cases, a fishing boat belongs to Glass 7. Therefore, 
you cari claim CCA at a maximum rate of 15%. However, 
there are some exceptions to this rule. 

A fishing boat or the cost to convert it, is eligible for a 
special rate of CCA as follows: 

l If you bought the boat between November 13, 1981 and 
December 31, 1982, you cari claim CCA at a yearly rate 
of 33 113%. You cari do this only in certain cases. If 
you need more details, contact your district tax office. 

l If you buy the boat after December 31, 1982, you cari 
claim CCA at a rate of 16 2/3% in the year you buy the 
boat. You cari claim 33 1/3% for the years after you 
bought the boat. 

You cari claim this special rate on the following: 

Wind-energy conversion equipment (Class 34) 

You cari Write off over three years, the capital cost of 
equipment that uses wind-power to make electricity. You 
cari Write off 25 % of the capital cost in the first year, 50% 
in the second year and 25% in the third year. TO be able 
to do this, the Minister of Energy, Mines and Resources 
must certify the equipment. 

Column 10 - UCC at the end of the year 

Subtract the amount in column 9 from the amount in 
column 5. Write the result in column 10. This is the UCC 
at the end of your 1992 fiscal period. This Will be your 
UCC for each class at the start of your 1993 fiscal period. 

You Will not have an amount in column 10 if you have a 
termina1 loss or a recapture of CCA. For a Class 10.1 
passenger vehicle, there Will not be an amount in column 
10 if you sell or trade it in the year. 
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Chapter 4 
Eligible Capital Expenditures 

What is an eligible capital expenditure? 
You may buy a property that has no physical existence, but 
gives you a lasting economic benefit. An example is a 
fishing license. We cal1 this type of property intangible 
capital property. The price you pay to buy this kind of 
property is an eligible capital expenditure. 

What is an annual allowance? 
You cannot deduct the full cost of an eligible capital 
expenditure. This is because the cost is capital and you get 
a lasting benefit. However, you cari deduct part of its cost 
each year. We cal1 the amount you cari deduct your annual 
allowance. 

What is a cumulative eligible capital (CEC) 
account? 
This is the account you set up to figure out your annual 
allowance. You also use your CEC to keep track of the 
property that you buy and sell. We cal1 the property in 
your CEC account your eligible capital property. You base 
your annual allowance on the balance in your account at 
the end of your fiscal period. Keep a separate account for 
each business. 

How to calculate your annual allowance 
CEC account 
You figure out the balance in your CEC account at the end 
of your 1992 fiscal period as follows: 

Balance in the account at the 
start of your 1992 fiscal period. 
This balance is the same amount 
as the amount at the end of 
your 1991 fiscal period. $ A 

Eligible capital expenditures you 
made in your 1992 fiscal 
period. L-- B 

314 of B C 

A+C -D 

Al1 the amounts you got or are 
entitled to get from the sale of 
eligible capital property in your 
1992 fiscal period. s--- E 

Al1 the amounts that became 
receivable in your 1992 fiscal 
period from the sale of eligible 
capital properties before 
June 18, 1987. -F 

E+F L-- G 

314 of G -..---H 

D-H AK--- 1 

Your annual allowance is 7% X 1. 

You cari deduct an annual allowance as long as there is a 
positive balance in your CEC account at the end of your 
1992 fiscal period. The amount you cari deduct cari be up 
to 7% of the balance. You do not have to deduct tbe 
maximum annual allowance. You cari deduct any amount 
you like, from nothing right up to 7%. 

Example 
Clare started her fishing business in 1992. The 
business has a December 31 year-end. That year, she 
bought a fishing license for $10,000. Clare’s maximum 
annual allowance for 1992 is $525. This is how she 
figures it out: 

Clare’s CEC account 

Balance at the start of Clare’s 
1992 fiscal period. 

Clare’s eligible capital 

$ OA 

expenditure; fishing license. $ 10,000 B 

314 of B 7 500 c > 
A+C $7 500 D > 
Clare has not sold any eligible 
capital property. Therefore, 
she Will not have any amounts 
on lines E to H. 

7% x D 525 $ 

Sale of eligibte capital property 
You have to subtract an amount from your cumulative 
eligible capital account when you sel1 eligible capital 
property. The amount you have to subtract is the eligible 
capital amount. 

You have to do this if you sel1 eligible capital property: 

. in your 1992 fiscal period, or 

l before June 18, 1987, and the proceeds from the sale 
become due to you in your 1992 fiscal period. 

For 1992, the eligible capital amount is 314 of both of 
these amounts: 

l The total amount you sel1 eligible capital property for in 
your 1992 fiscal period. You include the total amount 
from a sale even if you do not get any or a11 the 
proceeds until after 1992. 

l The amount of any proceeds that become due to you in 
your 1992 fiscal period from eligible capital property you 
sold before June 18, 1987. 

There may be a negative amount in your CEC account 
after you subtract the eligible capital amount. In this case, 
you must include an amount in your fishing income. 

The amount you include in fishing income is the smaller of 
these two amounts: 
l The negative balance in your CEC account. 
l The total of all the annual allowances you deducted from 

your fishing income in past years. 
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If you still have a negative amount in your CEC account, 
you Will have a taxable capital gain. TO calculate the gain, 
subtract from the negative amount you do not include in 
income, 50% of the annual allowances you deducted for 
fiscal periods that started before 1988. Write on line 544 of 
Schedule 3 the amount of any taxable capital gain. 

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

1987 . . . . . . . . . . . . . .._....._. $ 500 
1988 . . . . . . . . . . . . . . . . . . . . . . . 473 
1989 . . . . . . . . . . . . . . .._...... 440 
1990 . . . . . . . . . . . . . . . . . . . . . . . 409 
1991 _....._................ 380 
Total . . . . . _ _ . . . _ . . . . . _ . . $2 202 A 

At the start of his 1992 fiscal period, the balance in 
Charlie’s CEC account was $5,048. In 1992, Charlie 
sold his fïshing license for $14,000. His CEC account 
for 1992 is as follows: 

Charlie’s CEC account 

Balance in the account at the star? of 
Charlie’s 1992 fiscal period. . . . . . . . $ 5,048 

Subtract: eligible capital amount; sale of 
fishing license ($14,000 x 3/4) . . . . . 10,500 
Balance . . . . . . . . . . _ . . . . . . . . . . . . (5,452) 

Charlie deducted $2,202 in annual allowances from 
income in past years. Since this amount is less than the 
negative amount in his account, he includes $2,202 in 
his fïshing income. 

Charlie also has a taxable capital gain because he still 
has a negative amount in his CEC account: 

Negative balance in CEC account . . . . . . . . $ 5,452 
Subtract: Amount he includes in fishing 
income .,..............._.........,... 2,202 
Negative balance that is not fïshing income 3,250 
Subtract: Annual allowances he deducted for 
fiscal periods that started before 1988 
($500 x 50%) . . . . . . . . . . . . . . . . . 250 
Taxable capital gain . . . . . . . . . . . . $ 3,000 

Replacement property 
You may sel1 eligible capital property and replace it with 
another one. In this case, you cari pcstpone a11 or part of 
any gain on the sale. TO do this, you have to replace the 
property within one year alter the end of the tax year in 
which you sel1 the original property. The replacement 
property must be for the same or similar use and for the 
same or similar business. If you need more details, read 
IT-259, and Special Release, Exchanges of Propercy. 
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Chapter 5 
Fishing losses 

When the expenses for your fishing business are more than 
the income for the year, you end up with a net operating 
10s~. You must reduce your net operating loss by the 
amount of other income you may have. Any remaining loss 
is your fîshing loss for the year. 

For example, suppose that in 1992 your total Bshing 
expenses were $25,000 and your fishing income was 
$18,000. You would have a net operating loss of $7,000. 
Suppose you also had other income of $2,000. You would 
reduce your net operating loss of $7,000 by $2,000. 
Therefore, your fishing loss for the year would be $5,000 
($7,000 - $2,000). 

Fishing and non-capital losses 
Fishing losses 

You may have a fïshing loss in 1992. If you do, you cari 
carry back this loss for three years or carry it forward for 
up to ten years. 

TO carry back a 1992 loss, fil1 in Form TlA, Request for 
LO~S Carry-Back. Attach one copy of the form to your 
1992 return. Do not file an amended return for the year 
you want to apply the loss to. 

You may have net fïshing income in 1992. If SO, you may 
be able to apply to your 1992 return, fishing losses you 
had in 1983, 1984, 1985, 1986, 1987, 1988, 1989, 1990 or 
1991. You cari apply these losses as long as you did not 
already deduct them. You have to apply the loss from the 

earliest year first. before you apply the losses from later 
years. 

Non-capital losses 
You may have a fishing loss in 1992 plus a loss from a 
business other than farming or fïshing. If these losses are 
more than your other income for the year you may have a 
non-capital 10s~. Use Form TlA, Request for Loss Carry- 
Back to figure out your 1992 non-capital 10s~. 

You cari carry back your 1992 non-capital loss for three 
years and forward up to seven years. 

If you choose to carry back your 1992 non-capital loss to 
your 1989, 1990 or 1991 returns, fil1 in Form TlA, 
Request for Loss Carry-Back. Attach one copy of the form 
to your 1992 return. Do not file an amended return for the 
year you want to apply the loss to. 

If you need more details on non-capital losses, read 
IT-232, Non-Capital Losses, Net Capital Losses, Resrricted 
Farm Losses. Farm Losses and Limited Partnership Losses 
- Their Composition and Deductibility in Computing 
Taxable Incorne. 

Applying losses - exceptions to the rules 

There are two exceptions to the general rules for applying 
fishing losses or non-capital losses. These exceptions apply 
only when you block average your income. If you need 
more details. contact your district tax office. 
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Chapter 6 
Form T2038 (IND.), InveHment Tax Credit ~/ndividua/sJ 

The investment tax credit lets you subtract from the taxes 
you owe, part of the cost of some types of property. You 
may be able to claim this tax credit if the property you buy 
in 1992 qualifies. You may also be able to claim the credit 
if you have unused investment tax credits from years 
before 1992. 

Are you eligible for the credit? 
Property bought in 1992 

TO be eligible for the credit, the property must meet these 
three conditions: 
l It must be qualified property. We detïne quahfied 

property below. 

l It must be for use in a fishing business 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 off the 
east toast of Canada that is considered to be part of the 
country 

l It must be available for use. We define available for use 
on page 15. 

Qualified property includes certain new buildings, 
machinery and equipment. Due to the number of properties 
that qualify, we cannot list them a11 in this guide. TO find 
out if the property qualifies, contact your district tax office 
or check section 4600 of the Income Tax Regulations. 

Property bought before 1992 

You may have bought property before 1992 that is eligible 
for the credit but did not use a11 the credit. In this case, 
you may be able to apply any unused credit in 1992. TO do 
this, fil1 in Form T2038 (IND.), Invesrment Tax Credit 
(Zndividuals). 

How to calculate your 1992 credit 
You base the investment tax credit on part of the 
investment cost (the cost of the property). The amount you 
use to calculate the credit is on Form T2038. 

In some cases, you may have to either increase or decrease 
your investment cost. For example, you decrease your 
investment cost by the amount of any government or non- 
government aid you get for the property. If you repay any 
of this aid, add the repayment to the investment cost. Use 
the same percentage you used for the original investment 
cost to calculate the credit. 

You figure out your credit at the end of the calendar year. 
However, the fiscal year-end of your fishing business may 
differ from the end of the calendar year. In this case, you 
include any credit you earn on the property you buy in the 
part of the calendar year that is after your fiscal year-end. 
For example, suppose your fiscal period ends on 
June 30, 1992. In November 1992, you buy property that 
is eligible for a credit. When you file your 1992 return, 
you cari claim a credit for the property bought in 
November . 

How to claim your 1992 credit 
You cari use the credit that you earn in 1992 to reduce 
your tax for the current year, for a prior year or for a 
future year. 

Current-year daim 

TO figure out your claim for 1992, fil1 in Section 1 of 
Form T2038. Write the amount of your credit on line 412 
on page 4 of your return. If a partnership or trust made the 
investments, Write in only your share of the amount. 

You cari also use your credit to reduce your federal 
individual surtax for 1992. TO figure out your claim, fil1 in 
Section II of the form. Write the amount of your credit on 
line 5 18 of Schedule 1 of your return. 

Prior-year daim 

You cari carry back the credit you earn in 1992 for three 
years and use it to reduce your federal taxes in those years. 
TO do this, fil1 in Part B of Form T2038. 

Future-year daim 
You cari carry forward for up to 10 years, a credit you 
earn in 1992 that you did not use to reduce taxes in 1992 
or in a prior year. However, you lose any credits you do 
not use 10 years after you earn them. 

Refundable investment tax credit 
If you do not need to use a11 of your credit to reduce your 
taxes in the year, we may refund a part of the credit to 
you in cash. You cari only claim this refund in the year 
you buy property or make an expenditure that qualifies for 
the credit. 

TO calculate your refund, fil1 in Part B of Form T2038. 
Write this amount on line 454 on page 4 of your return. If 
a partnership or trust made the investments, Write in only 
your share of the amount. 

Adjustments 
The amount of the credit you claim or that we refund to 
you in 1992 Will reduce the cost of the property. Any 1992 
credit you carry back to a prior year Will also reduce the 
cost of the property. You make this adjustment in 1993. 
This adjustment Will reduce the amount of capital cost 
allowance you cari claim for the property. It Will also affect 
your capital gain when you sel1 the property. 

Perhaps the credit that you claim or that we refund to you 
in 1992 is for depreciable property that you already sold. 
However, you may still have other property in the same 
class. In this case, in 1993 you must reduce the 
undepreciated capital cost of the class by the amount of the 
credit claimed or refunded. When you do not have any 
property left in the same class, include in your 1993 
income the amount that was claimed or refunded. 
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Chapter 7 
What Happens After You File Your Return? 

Notice of assessment 
When we fïrst process your 1992 return, we limit our 
review. Most of the time, we base your notice of 
assessment on the income you report and the deductions 
you claim. However, this does not mean that we accept 
what you report. We may Select your return for further 
review or audit some time alter we process and assess it. 

Period of reassessment 
We cari reassess a return, or assess tax, interest or 
penalties within these lengths of time: 

l Three years from the day we mail your original notice of 
assessment or a notice that no tax is payable for the 
year. 

l Six years from the day we mail your original notice of 
assessment to allow or change a carry-back of a loss or 
unused investment tax credit. 

You cari now ask us for an adjustment to 1985 and later 
tax years in some cases. You cari ask us for a refund 
beyond three years. You cari ask us to waive or cancel 
interest and penalties in some cases. You cari also make a 
late or amended election, or revoke an original election for 
tax years back to 1985. TO do this, you must give us the 
details in writing. If you need more details, you cari 
contact your district tax office or you cari read these 
Information Circulars: 

l IC 92-1, Guidelines for Accepting Late, Amended or 
Revoked Elections, 

l IC 92-2, Guidelines for rhe Cancellation and Waiver of 
Interest and Penalties, and 

l IC 92-3, Guidelines for Refunds Beyond the Normal 
Three Year Period. 

In some cases, we Will not reassess a return when you 
make an informa1 request unless you make the request 
before the time in which you must file an objection. We 
explain these cases in IC 75-7, Reassessment of a Return 
of lncome, and IC 84- 1, Revision of Capital Cost 
Allowance Claims and other Permissive Deductions. 

Review or audit - Inspecting records 
A self-assessment tax system only works when we 
regularly check returns. We Will correct obvious errors at 
the time we first process your return and before we issue 
the notice of assessment. We carry out in-depth reviews, 
such as audits, after we issue the notice of assessment. 

Our audit may show that you do not keep adequate books 
and records. When this happens, we Will ask you for a 
written agreement which states you Will properly keep a11 
books and records. We may follow this up by a letter or 
by visiting you. 

If you do not keep adequate books and records within the 
time we give, we may give you a forma1 requirement 
letter. This letter Will describe the information you must 
keep and tel1 you of the penalties for failing to comply. If 
you still fail to comply, we may prosecute. 

Appeal process 
If you do not agree with your notice of assessment, you 
cari appeal. You must file the appeal by the later of; 

l 90 days from the date we mail the notice of assessment 
for the year, or 

l one year from the date you have to file a return for the 
ycar. 

You cari appeal by fïling Form T400A, Objection. You cari 
also appeal just by writing to the Chief of Appeals at your 
district tax office or tax centre. 

When we get your T400A or letter, we Will review the 
assessment. We may then confirm, change or cancel the 
assessment. If we do not allow the appeal, we Will notify 
you by registered mail. You cari then appeal to the 
Tax Court of Canada within 90 days. 

While you wait for us or a court to settle your appeal, you 
do not have to pay the disputed taxes. However, these 
taxes are still sub.ject to the usual interest charges. 
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Rates of capital cost allowance (CCA) 
We show the CCA rates and list the more common depreciable properties that a fishing business may use. 

Depreciable property 
Automobiles ....................... 
Boat and component parts ........... 
Breakwaters 

Cernent or stone ................. 
Wood .......................... 

Buildings and component parts 
Wood, galvanized, or portable . 
Other: 
Acquired after 1978 and before 1988 
Acquired after 1987 .............. 

Chain saws ........................ 
Docks ............................ 
Drills - Al1 types ................... 
Electric motors .................... 
Engines - Stationary ................ 
Ice machines ...................... 
Leasehold interest .................. 
Nets ............................. 
Office equipment ................... 
Outboard motors ................... 
Passenger vehicles .................. 
Power block - Purse-Seine ........... 
Pumps ............................ 
Radar or radio equipment 

Acquired before May 26, 1976 
Acquired after May 25, 1976 ...... 

Tools 
Under $200 ..................... 
$200 and over ................... 

. . 

. 

. . 
. 

. . 

. 

. . 
. 

. 
. . 

. 

Part XI 
Class no, 

10 
7 

3 
6 

6 

3* 
1 

10 
3 
8 
8 
8 
8 

13 
8 
8 

10 
10.1 
7 
8 

9 
8 

12 
8 

Depreciable property 
Part XI 
Glass no. 

Trailers . 
Traps . . . . . . . . . . . . . 
Trucks . . .._..........____.._ 
Weirs . . . ..___............... 
Weirs - Fish . . . 
Welding equipment . 
Wharves 

10 
8 

10 
3 
8 
8 

Cernent, steel, or stone 3 
Wood . . . . . ..<........_.... 6 

Wind-energy conversion equipment 34 

* The cost of additions or alterations you make to a 
Class 3 building after 1987 is limited to the lower of 
S500,OOO or 25% of the building’s cost on 
December 3 1, 1987. Include in Class 1, the cost of any 
additions or alterations that are over this limit. 

Class 1 
Class 2 
Glass 3 
Glass 6 
Glass 7 
Class 8 
Class 9 
Glass 10 
Class 10.1 
Glass 12 

Rates - Part XI 

............. 

............. 

............. 

............. 

............. 

............. 

............. 

............. 

4% 
6% 
5% 

10% 
15% 
20% 
25% 
30% 
30% 

100% 
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Your opinion counts! 

We review this guide each year. If you have any comments or suggestions which would help us improve the explanations 
it contains, we would like to hear from you. 

Please send your comments to: 

Tax Forms Directorate, 
875 Heron Road, 
Ottawa, Ontario K 1 A OL8 

Throughout this guide, we refer to forms that you have to attach to your return. We also mention publications that caver certain 
topics in more detail. If you need any of these forms or publications, complete the order form below. 

You cari order this material from your district taxation office by mail, by telephone, or in person. Please see the General Tax 
Return Package for the address and telephone number of your district office. If you mail the order form, allow three weeks for 
delivery. 

Revenue Canada Revenu Canada 
Taxation Impôt ORDER FORM 

0 Please check (J ) the boxes below or list the number of each publication required in the spaces provided. 
l Print your name and address at the bottom of the form and submit it to your district office. 

Tax Guides Pamphlets 
0 Business and Professional Income 
0 Capital Gains 
17 Emigrants 

0 Are You Moving? 
0 Are You Separated or Divorced? 
0 Gifts in Kind 

IJ Employment Expenses 
0 Farming Income 
0 Fishing încome 
0 Guide for Preparing Tl Returns for Deceased Persons 
0 New Canadians 
II! Northern Residents Deductions 
0 Pension and RRSP 
0 Rental Income 
0 Canadian Residents Living Outside Canada 
Ci Residents of Other Countries 
0 T3 Guide and Trust Return 

0 How to Calculate Your RRSP Contribution Limit 
0 Paying Your Tax by Instalments 
Ci Students and Income Tax 
0 Tax Information for People with Disabilities 
q Using Your Home for Day Care 
0 When You Retire 

Forms, Circulars or Bulletins requested 
Write the number of each publication. 

Name: 

Address: 

City: 

Province: Postal code: 

Ti-OF-S(E) 
November 1992 
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