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You cari earn tïshing income as a self-employed fisherman 
or by being a member of a fïshing partnership. Most of the 
rules that apply ta a self-employed fisherman also apply ta 
a partner. However, if you are a partner, read the 
following section called “What is a partnership?” before 
you read the items common ta both. 

WhaY is a parkvx5hip3 

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, see the law of 
partnership for your province. 

When you form, change, or dissolve a parrnership, you 
should consider these points: 

l There arc special rules about capital gains or capital 
lasses and recapture of capital cost allowance when 
partners give property ta the partnership. 

l There are special rules that apply when you dissolve a 
partnership. 

l You may bave a gain or Ioss when you sel1 your interest 
in a partnership. 

You may dissolve a partnership, change partnew or 
transfer property ta a partnership. If you need more details, 
contact the Business Enquiries Section of your district 
taxation office. Your incarne tax package has a list of 
telephone numbers if you want ta cal1 the Business 
Enquiries Section. 

The method you use ta report your share of the partnership 
incarne depends on the type of partnership you arc in. 

You may be in a partnership that has five members or less 
throughout the year. If none of these members is another 
partnership, and you use the cash method, complete the 
partnership schedule on the back of Form T2121, Fishing 
Income and Expense Statement. You do not bave ta use 
Form T2121. You cari use your own statement as long as 
you provide the same information in the statement as you 
would on Form T2121. Sec Chapter 2 for details. 

Form T5013 Summary, Paftnership Information 
Return (PIF?) 

You bave ta file a PIR if one of the following applies ta 
you: 

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

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

It is not necessary for all memters of the partnership to 
file a PIR. Any partner ca” file for the others. If yo” are 
ftling a PIR for your partnership, obtain the guide, 
Partnership Information Return from your incarne tax 
office. 

Each partner gets from the partnership, two copies of the 
TSOl3 Supplementary, Sratement of Partnership Income. 
On line 170 of your income’tax return, report the gross 
partnership income and on line 143, your share of the net 
partnership incarne or loss as show on 
Form T5013 Supplementary. Attach copy 2 of 
Form TSOl3 Supplementary ta your income tax return. 

Sometimes, you may need ta adjust your share of the net 
partnership income or loss that is on 
Form T5013 Supplementary. For example, you may bave 
business expenses the partnership has not paid back to you. 
In this case, read part “Area II” on page. 16. 

For more details, see Interpretation Bulletin IT-138, 
Computation and Flow-through of Partnership Income. 

Wow do you report your fisking 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. If you wish ta change the method 
you previously used, we explain how in “Changing your 
method of reporting incarne,” on page 5. 

Before we tel1 you about the two methods, we Will need ta 
define the terms “fiscal period” and “taxation year.” 

Taxation year and fiscal period 

Most individuals report their incarne based on a taxation 
year, while self-employed persons such as fishermen, 
report their incarne based on a fiscal period. A taxation 
year corresponds ta the calendar year, from January I ta 
December 3 1. 

The period your business year covers is your fiscal period. 
It does not have ta be the same as the calendar year. Your 
fiscal period starts on the day you begin your fïshing 
business. A fiscal period cannot be longer than 12 months, 
but it cari be less than 12 months in some cases (e.g. you 
start or end a business, or change your fiscal period). You 
cari choose the dates of your business year when you file 
your first income tax return for your business. 

You have ta report fishing incarne in the calendar year 
your fiscal period ends. For example, you report income 
for the fiscal period July 1, 1992, ta lune 30, 1993, on 
your 1993 incarne tax return, since the fiscal period ends 
in 1993. 

TO change your fiscal period, you bave ta get permission 
from the Director of your district taxation 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 ta 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. 
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If this is not your fïrst year of business, “se the same 
method yo” used in past years to value your inventory. The 
value of your inventory at the start of your 1993 fiscal 
period is the satne as the value at the end of your 1992 
fiscal period. 

For more details on inventories, see Interpretation 
Bulletin IT-473 Inventory Valuation and its Special R&ase. 

Changing your method of reporting income 

If yo” decide to change your method of reporting income 
from the accrual method fo the cash method, “se the cash 
method when yo” file your incarne tax return. Make sure 
your income and expense statement shows each adjustment 
yo” had ta make because of the difference in methods, 

If yo” decide to change from the cash inethod to the 
accrual method, yo” fïrst bave to geh permission from the 
Director of your district taxation office. Ask for this 
change in writing before the date yo” bave to file your 
income tax return. In your letter, give the reasons why yo” 
want to change methods. 

Because there is a difference between the cash and accrual 
methods, the tïrst time yo” tïle using the accrual method, 
make sure your income and expense statement shows each 
of the adjustments yo” bave to make. 

The following postdated-cheque rules apply to income- 
producing transactions, such as the sale of tïsh. They do 
not apply to transactions involving capital property, such as 
the sale of a boat. 

If yo” receive a postdated-cheque as security for a debt, 
include the amount in incarne when the cheque is payable 

However, if yo” receive a postdated-cheque as security for 
a debt and the cheque is payable before the debt is due, 
include the amount in income on the earlier of the 
following dates: 

l the date the debt is payable: or 

l the date yo” cash or deposit the cheque 

If yo” receive a postdated-cheque as an absolute payment 
for a debt, include the amount in income at the time yo” 
get the cheque. If the bank does not honour the cheque, 
yo” cari adjust your income then. For more details, contact 
your income tax office. 

When yo” “se the cash method, do not include inventory 
when yo” calculate your incarne. However, yo” cari 
inventory your nets and traps. We explain this on page 11. 

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

For more details on the cash method for tïshing income. 
see Interpretation Bulletin IT-433, Farming or Fishing - 
Use of Cash Method. 

Accrual method 

When yo” “se this method, yo”: 

l report incarne in the fiscal period yo” earn it, no matter 
when you receive h; and 

l deduct expenses in the fiscal period yo” incur them, 
whether or not yo” pay them in that period. 

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

The value yo” give to your year-end inventory is important 
for calculating your income. If this is your tïrst year of 
fîshing, there are two methods yo” ca” “se to value your 
inventory: 

l Value all inventory at its fair market value. Fair market 
value is the highest dollar value that yo” cari get for your 
property in an open and unrestricted market where the 
parties of the transaction deal at arm’s length with each 
other, and are not forced to buy or sell. See the 
definition “Non-arm’s length transactions” on page 17. 

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

In your first year of business, yo” Will not bave an opening 
inventory at the start of your fiscal period. 

How shoaabd yow keep your ïecords? 
You Will need to keep at least one record book to 
determine your tïshing 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. 
Please see the examples on page 7. 

Your records should show the assets yo” bought or sold, 
such as fïshing boats, radar, and radio equipment. Show 
who sold yo” the asset, its cost, and the date yo” bought 
it. When yo” sel1 or trade in an asset, show the date yo” 
sold or traded it and the amount yo” received from the sale 
or trade-in. 

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

Always get receipts or other documents for every incorne 
and expense item. Other documents include: 

l Sales slips for each landing. 

l Trip settlement sheets. 

l Slips or records of sales to the public, retailers, 
restaurants, and SO on. 

If a supplier does not give yo” a receipt, keep your own 
records. Show the namc and address of the supplier, the 
date yo” made the payment, the amount yo” paid, and the 
details of the transaction. 
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We do not provide record books, and we do not suggest 
you use a particular type. There are many record books 
and bookkeeping systems you cari use. 

You may own or rent a fïshing boat and tïsh on a share- 
basis. In this case, for each trip record the gross incarne 
and expenses, and each person’s share of the catch. You 
may be a designated employer for the self-employed 
tïshermen in your crew. In this case, fil1 in Form 
T4F Supplementary, Sratemenr of Fishing Income for each 
fisherman. For more details, sec the publication 
Employers’ Guide lo Payroll Deductions - Basic 
Informadon. 

However, you may own or rent a fïshing boat and pay 
your crew a wage. In this case, keep a record of the 
incarne from each landing as well as the wages and 
expenses. See “Salaries and wages” on page 10 for more 
details. 

Ha~w long should you keep your ~ecoïds? 

You mut 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 rnust keep records and 
documents for the 1988 tax year until December 31, 1994. 
If you file your income tax return late, keep your records 
and documents for six years from the date you filed that 
income tax 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 fïnd more details in the section called “Appeal 
process” on page 28. 

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 
taxation 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, see Information 
Circular 78.10, Books and Records Retention/Destruction. 

In most cases, 1991 was the last year you could block- 
average your income, since block-averaging dces not apply 
to fïve-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 bave to file Form T2011, Election to 
Average Income by Farmers and Fishermen, by 
April 30, 1994. For more details, contact your income tax 
office. 

Under proposed legislation, for 1994 and later years, you 
Will bave ta pay an annual instalment if the difference 
between your tax payable and the amount of tax withheld 
at source from your incarne is more than $2,000 in the 
curent year and in the two previous years. The amount 
is $1,200 for residents of Quebec. We Will send you a 
personalized Instalment Reminder at the end of November 
if you bave ta pay the 1994 instalment or if you Will no 
longer bave to make this instalment. 

DaPes to remember 
February 28, 1994 - File your 1993 T4 Summary or 

T4A Summary. Also, give your 
employees their copies of the 
T4 Supplementary or, 
T4A Supplementary slips. 

Marcb 31, 1994 - Most fïshing partnerships Will file a 
Partnership Information Return by 
March 31, 1994. However, there 
are exceptions. For details, sec the 
guide, Partnership Information 
Return, and Information 
Circula* 89-5, Partnership 
Informaiion Return. 

April 30, 1994 - File your 1993 incarne tax return 
and pay any balance of taxes due. 

April 30, 1994 - File Form T58 1, Forward 
Averaging Tax Credits, if you 
would like ta bring all or some of 
your accumulated averaging amount 
into incarne. 

December 31, 1994 - Pay your instalment for incarne tax. 



EXAMPLE 
FISHING ON SHARE BASIS SUMMARY SHEET FOR FISHING BOAT 

SUMMARY SHEET FOR BOAT AND OTHER EXPENSES 

er 

Amount 

Date TO Whom Paid q oat Engine Electrical Radar Insurance tnterest Nets, 
Repairs Repairs Equipment Rentat 

wages Oth, 
Oll 

Rep&s 
Traps, 

LXill Twine Description 

January 19 Ship yard $1,500.00 $900.00 
February 3 X Suppliers Ltd. 
March 31 Rental Services 

$600.00 

Mach 31 
$600.00 

Fishermen’s Loan 
April 4 L. Electronics 

$2,250.00 $945.00 
565.00 

April 12 6. Garage 
May 2 J.G. Smith 

Car repairs 

May 16 L. Electronics 
$120.00 

Sounder 
TOTALS 

$ 75.00 

3.000.00 

I I I I I / I I I 

EXAMPLE 
OTHER THAN FISHING ON SHARE BASIS SUMMARY SHEET FOR SALES 

Date TO Whom Sold 

anuary 16 Fish Packers 
20 Fish Packers 
21 J. Restaurant - no fish slip 
25 Fish Packers 

Gros9 
Landings 

51,ooo.oo 
600.00 
100.00 
940.00 

Deducted From Sales Proceeds 

GEIS q att Other 

$36.50 $74.90 $20.00 
20.00 36.00 10.00 

32.00 56.00 12.00 

Net Cash 

Received 

$666.60 
734.00 
100.00 
640.00 

I I I l l 

TOTALS 

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

Date TO Whom Paid eoat Engine Wages 
Rep&s Rep&s Paid 

TOTALS 
I I I 

The totals would be used to complete Form T2 12 1, Fishing home and Expense Statement. 
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General inlormation 

As a self-employed fisherman, you bave t” prepare a 
fishing income and expense statement. You ca” use either 
Form T2121, Fishing Income and Expense Statement, or 
your “wn statement of income and expenses. The statement 
mut accurately show your fishing income and expenses. 

This chapter has fïve parts, which match the parts on 
Form T2121. Read the parts that apply t” you. These parts 
are as follows: 

l Incarne (sec below); 

l Expenses (sec page 10); 

l Adjustments t” the income and expenses statement 
(sec page 15); 

l Business use of home expenses (sec page 15); 

l Partnership schedule (sec page 15). 

In this chapter, we explain how t” complete the more 
common lines on Form T2121. 

If you are a member of a partnership, there are tw” ways 
t” report your share of the partnership income. We explain 
these methods in the section caUed “What is a 
partnership?” on page 4. You may want t” rend this part 
before you complete your partnership’s income and 
expenses statement. 

Ineome 

Form T4F Supplementary, Statement of Fishing 
Income 

As a fisherman, you may receive a T4F Supplementary 
slip, Statement of Fishing Incorne that shows your fishing 
income. Your T4F Supplementary slip may net show all 
the ftshing income you received in the year. Therefore, be 
sure to keep a detailed record of all the fishing income you 
received. 

Your T4F Snpplementary slip also shows the wnount 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 3 1, In this case, write on line 437 of your 
income tax return “ne of these amounts: 

l the total tax deducted for the year as show on your 
T4F Supplementary slip; or 

l the part of the tax deducted for your 1993 fiscal period. 
In 1994, you claim the amount that remains. 

In either case, include your T4F Supplementary slip with 
your 1993 incarne tax return. 

On your 1993 income tax retum, you may be claiming 
incarne tax that was deducted from a 1992 
T4F Supplementary slip. In this case, put a note in your 
1993 income tax return t” tel1 us you are doing this. 

You may want t” bave tax deducted from income you get 
from a catch. TO do this, complete Form TD3F, 
Fisherman’s Election to Have Tax Dedocted ai Source. Tax 
is deducted at a rate of 20% on the amount y”” get. You 
and the buyer of the catch or the designated employer bave 
t” sign this form. Send “ne copy of this form to your 
taxation centre. 

Sale of fish and other marine products 

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

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

Grants and subsidies 

You may receive 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. Yon 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 bave a 
choice. For example, you mut include in income, 
payments y”” receive from the Fisheries Development Act 
and the Fisheries Pria Support Act. 

You may rcceive government assistance t” buy depreciable 
property, such as a fishing boat. An example of 
government assistance is the GST input tax credit. When 
you receive this kind of assistance, you bave to deduct the 
amonnt you receive from the cost of the property. This Will 
affect your capital cost allowance and investment tax credit. 
See Chapter 3 and Chapter 6 for details. 

When you receive non-government assistance t” buy 
depreciable property, 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 receive from buying 
supplies, fuel, insurance, and SO on. Also, include in 
income any bonuses you receive from fishing boat “wners 
and buyers. 

If yon receive a federal excise rebate on gasoline tax, you 
ca” either include the rebate in income, or reduce your 
gasoline expense by the amount of the rebate. 

You may receive a GST rebate if you are a member of a 
GST-registered partnership. At Revenue Canada we pay 
this rebate on the GST expenses you incur t” earn 
partnership income that the partnership did net repay you 
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for. We base the rebate on the amount of expenses ta 
which GST applies that you deducted on your income tax 
return. These expenses include vehicle costs, meals, 
entertainment, and certain business use of home expenses. 
You may also receive 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. Sec Chapter 3 for details. 

If you think you may be eligible for this rebate, complete 
Form GST-370(E), Employee and Panne~ Goods and 
Services Tax Rebate and attach it to your incarne tax 
return. You cari get the GST-370(E) from your income tax 
office. 

Patronage dividends 

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

Insurance proceeds 

You may receive insurance proceeds for property that is 
lost or destroyed. If you had deducted the cost of the 
property 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. Sec 
Chapter 3 for details. 

Compensation for loss of fishing income or 

pww 
Add to your fishing income, any amount you receive as 
compensation, (insurance proceeds or other), for lest or 
destroyed nets and traps that you included in inventory. 
You also include in income, cotipensation you receive for 
loss of income, such as payments from the Northern Cod 
Adjustment and Recovery Program, and the Atlantic 
Groundtïsh Adjustment Program. 

Compensation for lost or destroyed capital ptopetty, such 
as a tïshing boat, equipment, or nets and traps you 

capitalize are proceeds of disposa1 for the propeny. 
Therefore, deduct the proceeds from the undepreciated 
capital cost of the class the property belongs to. Sec 
Chapter 3 for details. 

Other income 

You may bave other types of tïshing income that are not 
listed on Form T2121. Show this income on the “Other 
income” lines of Form T2 12 1. If you do not bave enough 
room, list your income on a separate sheet of paper and 
attach it to your income tax return. Below, are some of the 
more common types of other income. 

Paying debts with part of a catch 

You may buy propeny or pay off a debt with iïsh or other 
catch instead of money. In this case, include in income the 
fair market value of the fish or other catch. Fair markei 
value (FMV) is the highest dollar value that you cari get 
for your property in an open and unrestricted market where 
the parties of the transaction deal at arm’s length with each 
other and are not forced to buy or sell. 

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

Sale of property 

The tax treatment of the amount you receive from a sale 
depends on the type of property you sell. 

For instance, if you sel1 capital property, you may bave to 
include in income, a capital gain and a recapture of capital 
cost allowance, or deduct a terminal loss. Sec Chapter 3. 

On the other hand, you may sel1 an item that you deducted 
as an expense, such as small tools for example. In this 
case, you include the amount you receive for the tools in 
incarne. 

However, you may sell 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 

1 
items. You and the buyer should try to reach an agreement 
on the price for each item. 

Example 
Sean sold his fishing boat, licenses, and so on to Car01 for $32,500. Sean and Car01 agree on how to divide the selling 
price. TO figure out how to treat each item, they set up this chart: 

Item Amount Tax treatment 
Fishing boat $20,000 Sean: Deducts amount from the class. Sean may also bave a capital gain as well as a 

recapture of CCA, or a terminal 10% Sec Chapter 3. 

C~ol: Adds the amount to the class. Sec Chapter 3. 

Nets and traps 7,000 Sean: Includes the amount in income if he inventories his nets and traps. Includes as 
proceeds of disposa1 if he capitalizes his nets and traps. He may also bave a capital 
gain as well as a recapture of CCA, or a terminal 10%. Sec Chapter 3. 

Carol: Sec “Nets and traps” on page II 

Fishing licenses 5,000 Sec Chapter 4. 

Hooks, lines, etc. 500 Sean: Includes in income. 

~ Carol: Deducts as an expense. 
Total $32 500 b 
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Income from related activities 

Report other inwme you receive that is “ot on your 
T4F Supplementary slip or elsewhere on For” T2121. 
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 and let you keep part of a 
catch. In this case, include the wage and the money you 
receive from the sale of your part of the catch in your 
income. 

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

Sharesman income 

If you receive income as a sharesman, report it on the 
“Sharesman income” line on For” T2121, Also write 
down the “ame of the fishing boat and captai”. 

Wbo cari claim expenses? 

If you are a self-employed tïsherman, you ca” deduct 
certain amounts you spend to eam tïshing income. We 
defïne what a self-employed fisherman is on page 2. 

Fishing boat owners 

As a fishing boat owner, you ca” deduct all the expenses 
you incur for each trip. This includes the expenses to 
calculate the crew shares. 

You may be able to deduct expenses when you “se 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 bave 
to meet certain conditions. We explain these conditions in 
“Business use of home expenses” on page 15 and in 
“Business use of a motor vehicle” on page 12. 

You cari also de+luct other expenses you pay to earn tïshing 
income, as well as capital cost allowance (CCA) on 
property you own and “se for fishing. We explain CCA in 
Chapter 3. 

Captains of fishing boats 
As the captai” of a iïshing boat, you cari deduct expenses 
for which the owner did net pay or reimburse you. These 
expenses include the cost of persona1 navigation aids and 
rubber gear. You ca” also deduct motor vehicle expenses 
that you pay to transport crew members, and to get 
supplies and parts for “se on the boat. You may be able to 
deduct business use of home expenses if you meet the 
conditions on page 15. Also, yo” may be able ta deduct the 
cost to travel between your home and the tïshing boat if 
you meet the conditions on page 12. 

Sharesmen 
As a sharesman, your income is the amount you get after 
aIl trip expenses are deducted from the sale of the catch. 
Therefore, you ca” only deduct the expenses yo” pay for 
mbber gear, gloves and knives y”” use on the fishing boat. 
YO” Ca”not deduct the cost to travel between your home 

and the fishing boat since these expenses are considered 
personal. 

Note 

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

Use of fishing boat mainly for persona1 use 

You may use a fishing boat mainly for persona1 “se but 
sometimes catch a small amount of tïsh to sell. In this 
case, you ca” deduct expenses and capital cost allowance. 
However, the amount you ca” 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 for in one year, but you do “ot receive the beneiïts 
until the next year. 

You cari deduct the full amount of any prepaid expenses 
you paid in the year if you meet two conditions: 

l you bave to use the cash method to determine your 
tïshing income; and 

l you must bave a binding contract with a supplier. 

If you use the accrual method to determine your tïshing 
income, you cari deduct the part of the prepaid expenses 
that applies to the year you receive the beneftt. 

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 ca” also deduct your share of the 
Canada or Quebec Pension Plan (CPP or QPP) 
contributions and Unemployment Insurance (UI) premiums. 
Do “ot deduct the amounts you withhold from your crew 
because they are already deducted in the amount you 
claimed as wages. 

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

You ca” deduct the wages you pay to your Child as long as 
you meet ail these conditions: 

l You pay the salary. 

l The work your Child does is necessary for you to earn 
tïshing income. 

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 yo” pay cash, bave your Child sign 
a receipt. 



You cari also deduct wages you psy your spouse, as long 
as you follow the same rules and your spouse is net a 
partner. You may be a member of a partnership that 
employs your spxse. In this case, the partnership cari 
deduct your spouse’s wages if it pays them to earn income 
for the business. Also, the wages bave ro be reasonable. 

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

Remember that, beginning in 1993, the meaning of the 
term spousc bas changed. We define “spouse” on page 2. 

For more details on wages and how to complete the T4 or 
T4A summaries and supplementaries, sec the Employer~’ 
Guide to Payroll Dedoctions - Basic Information. 

You cari get this publication from your income tax office. 

Crew shares 

Deduct rhe amount for each crew member’s share of the 
catch. You Will find these amounts on the trip settlement 
sheets. 

Insurance 

Deduct the premiums you pay 10 insure ycw fishing boat 
and equipment. 

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

For more derails, sec “Business use of home expenses” on 
page 15, and “Business use of a motor vehicle” on 
page 12. 

Interest 

Deduct the interest you pay on money you borrow to eam 
tïshing 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. WC 
explain this on page 13. 

Do net deduct the principal patt of Ioan or mortgage 
payments, or interest on money you borrow for persona1 
purposes, or to pay overdue income taxes. 

Food 

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

Often, inshore fishermen do net stock food. Instead, they 
bring me& from home for their crew because the trips are 
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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 cas of 
“cals even though they are net 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 net taxable 
benefits. Another case is when you give me& to your 
sharesmen. Because we do net consider sharesmen to be 
employees, the “cals you give them are net taxable 
beneiïts. 

If you need more details about taxable benefits, you cari 
get the Employers’ Guide to Payroll Deductions - Basic 
Information. You cari also read Interpretation Bulletin IT-91 
and its Special Release, Employment at Special or Remote 
Work Sites and L-254, Fishermen - Employees and 
Seafarers - Value of Rations and Quart%s. You cari get 
these publications from your income tax office. 

Fuel and oil 

Deduct the amounts you pay for fuel and oil for your 
fïshing boat and equipment. If you use a car or truck for 
your fïshing business, sec “Motor vehicle expenses” qn 
page 12. 

Gear 

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

Licenses 

Deduct the cost to renew your annual licenses. If you buy 
a liccnse 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 Iicense. 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. Sec 
the example on page 9. 

Nets and traps 

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

GeneraIIy, you cannot deduct the entire cost of nets and 
traps yw buy in the ycar. Instead, theere are two methads 
you cari use to deduct these coss. 

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 propeny and claim 
capital cost allowance. Sec Chapter 3. 

Method 2 - Inventory method 

Include in inventory the co.st of nets and traps and deduct 
the 10s in value, as show” in the following example. 
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Example 
Value of nets, traps, twine, etc., on 

hand at the end of your 1992 
fiscal period 

Add: Cost of nets and traps you 
bought in 1993 

Cost of twine and other net 
and trap materials you 
bought in 1993 (do not 
include the value of your 
own labour) 

Subtotal 

Minus: Value of nets, traps, twine, 
etc. on hand at the end of 
your 1993 fiscal pericd 

$ 750 

$200 

125 325* 

1,075 

s700** 

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

LO~S 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 bave 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 an choose to change 
to either the CCA or the inventory method. If you choose 
to do this in 1993, the value of nets and traps on hand at 
the end of 1992 Will be zero. This is because you bave 
deducted their value in prier years. 

Note that you ca” change from the inventory to the capital 
cost allowance method. However, you canot change from 
the capital cost allowance to the inventory method. 

Small tools 

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

Motor vehicle expenses 

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

l motor vehicles; 

l automobiles; and 

l passenger vehicles 

If you own or lease a passager vehicle, there may be a 
limit on the amounts you cari deduct for capital cost 
allowance &CA), 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 section. 

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 passagers. 
However, an automobile dces not include: 

l an ambulance; 

l a motor vehicle you acquire where, for more than 50% 
of the distance travelled, it is used as a taxi, a bus to 
transport passengers, or a heane 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 which in the tax 
year you acquire it, more than 50% of the distance 
travelled is for the transportation of goods or equipment 
to earn income; 

l a van, pick-up truck, or similar vehicle that, in the tax 
year you acquire it, 90% or more of the distance 
travelled is for the transportation of 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 

If you use your motor vehicle for persona1 and business 
reasons, 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 tïsh to markets, and so on. It also 
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 sec “Business use of 
home expenses” on page 15. 

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 ru” and maintain the motor vehicle 
for the ycar. 



13 

Example 

Howard’s fishing business has a December 31 year-end. 
He owns a pick-up truck that he uses ta carry nets and 
other equipment. Howard wrote down the following 
for 1993: 

This is how Howard determines the motor vehicle 
expenses he cari deduct in 1993: 

27,ooo (business kilometres) x S7,000 = $ 6,300 

30,000 (total kilometres) 

Business kilometres .................... 27,000 km 
Total kilometres ...................... 30.000 km Interest on the money you borrow for a passenger 

vehicle 

Expenses: 
Ciasoline and oil 
Repairs and maintenance 
Insurance ...<<...<........<.. 
Interest (on loan ta buy the tmck) 
License fee 

Total expenses for the truck $7,ooo 

$ 3,500 
500 

1,000 
1,900 

100 

When yo” use a passenger vehicle ta earn fishing incarne, 
there is a limit on the amant of interest you ca” deduct. 

Whether yo” “se the cash or accrual method ta determine 
your incarne, complete the chart below ta calculate the 
interest you cari deduct. If yo” “se your passenger vehicle 
for personal and business “se, complete the chat before 
you determine how much interest you cari deduct as an 
expense. 

Interest charl 

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

$ * 
x the number of days in the year for which interest was paid or payable $ B 

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

* For passager vehicles bought before September 1, 1989, use $8.33. For passenger vehicles you buy after 
A”ast 31. 1989. use $10.00. 

Example 

Teresa’s fishing business has a December 31 year-end. In Mach 1988 she bought a new passager vehicle that she 
“ses for bath persona1 and business use. The car seats a driver and four passengers. Teresa borrowed the money ta 
buy the vehicle and the interest she paid in 1993 was $5,000. Teresa wrote down the following for 1993: 

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

Expenses: 
Gasoline and oil ........................................ $ 2,000 
Repairs and maintenance ........................................ 1,000 
Insurance ..< . . . . . . . . . . . . . ........................................ 1,900 
Interest (on loan ta buy the car) ........................................ 3,040* 
License ........................................ 60 

Total car expenses 

* Sine the car Teresa bought is a passenger vehicle. there is a limit on the interest she cari deduct. Teresa’s available 
interest is the smallest of these two amounts: 

l $5,000 (the total interest she paid in 1993) 

l $3,040 ($8.33 x 365 days). 

Sine Teresa bought the passenger vehicle before Septeinber 1, 1989, she uses the rate of $8.33. 

Here is how Teresa determines the motor vehicle expenses she cari deduct in 1993: 

20,000 (business kilometres) x $ 8 ooo = S 6 4oo 

25,000 (total kilometres) 
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Leasing costs for a passenger vehicle 

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

If you use the cash method t” determine your incarne, use 
the chart “Eligible Leasing Costs Chut for Passa~ger 
Vehicles” in the supplementary income tax guide called 
Employment Expenses. If y”” use the accrual method ta 
determine your income, use the chut in the supplemenrary 
income tax guide called Business and ProfessionaI Income. 
You cm get bath guides from your income tax office. 

Joint ownership of a passenger vehicle 

If y”” and someone else “wn or lease the same passenger 
vehicle, the limirs on CCA, interest, and leasing costs still 
apply. The amount y”” cari deduct as joint “wners cannot 
be more than the amounr that “ne person owning or leasing 
the passenger vehicle could deduct. Each of y”” claim 
expenses in proportion t” your share of the passager 
vehicle. 

More than one vehicle 

If y”” use more than “ne motor vehicle for your business, 
keep a separate record that shows the total and business 
kilometres y”” drove, and the cost t” run and keep each 
vehicle. Calculate each vehicle’s expenses sepamtely. 

For more details on motor vehicle expenses, see 
Intçrpretation Bulletin IT-52 1, Motor V&icie Expenses 
Claimed hy Self-Employed Individu&. 

Repairs 

Fishing boat 

Deduct the amounts you psy for the general repairs y”” 
need t” keep your tïshing boat in a seaworthy state. 

The structural improvements and additions y”” make to 
your tïshing boat are capital expenditures. You add these to 
the cost of the boa. This will affect your CCA claim on 
the boat. See Chapter 3. 

If y”” need more details about capital expenditures, see 
Interpretation Bulletin IT-128, Capital Cost Allowance - 
Depreciable Property. If y”” are net sure whether your 
repairs are capital, conracr your income tax office. 

Engine 

Deduct the amounts you psy for ail general engine repairs. 
You ca” also deduct the cost of an overhaul. However, if 
you replace an engine, it is a capital expenditure. 
Therefore, y”” add the expenditure t” the cost of the boat. 
This will affect the CCA on the boat. Sec Chapter 3. 

some common other expenses below 

Accounting and legal fees 

In most cases, y”” ca” deduct legal fees that y”” pay for 
your fishing business. Also, deduct any fees you pay t” 
have someone do your income tax return. 

You may pay accounting and legal fees t” file an appeal 
against your assessment for income tax, Canada or Quebec 
Pension Plan conrributions, or Unemployment Insurance 
premiums. Deduct the fees you paid on line 232 of your 
incarne tax return. If y”” received a reimbursement for 
these fees, subrract the amount y”” received from the fees 
y”” paid and write the result on line 232. 

If y”” received a reimbursement in 1993 for these types of 
fees, which y”” deducted in a previous year, report the 
amount of the reimbursement at line 130 of your income 
fax return. 

Do net deduct any legal or other fees y”” pay t” buy 
property. such as a tïshing boat and equipment. Add these 
fees t” the adjusted cost base of the property. 

For details, see Interpretation Bulletin IT-99, Legal and 
Accounting Fees. 

Leasing costs 

Deduct the lease payrnents y”” make in the year for 
property y”” use in your fishing business. If y”” lease a 
passenger vehicle, see “Motor vehicle expenses” on 
page 12. 

If y”” enter a lease agreement after Apri126, 1989, y”” 
cari choose t” treat your lease payments as combined 
payments of principal and interest. However, you and the 
person you are leasing from bave to agree to treat the 
payments this way. In this case: 

l WC consider that y”” bave bought the property rather 
than leased it. 

l We consider that y”” have borrowed an amount equal t” 
the fair market value of the leased property. 

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 the total fair market value (FMV) of all the property 
which is subject t” the lease is more than $25,000. A 
fïshing boat that y”” lease with a FMV of $35,000 is an 
example of property that qualifies. However, office 
furniture and automobiles ofien do net. 

Electrical equipment 

Deduct the amounts you psy for repairs to a loran, 
So”nder, radar, ship-to-shore radio, fish tïnder and S” on. 

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

Other expenses 

You may have other expenses that Form,T2121 does net 
show. In this case, use the “Other expenses” lines. If you 
need more room, list your expenses on a separate sheet of 
papa and attach it to your income tax return. We caver 

l Form T2145, Election in Respect of the Leasing of 
Property; or 

l Form T2146, Election in Respect of Assigned Leases or 
Subleased Property. 
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member of a partnership, use the “Partnership scbedule” 
on the back of Form T2121 ta deduct these expenses. 

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

l the work space is your main place of business; or 

l you use the work space only to earn fishing income and 
you use it on a regular and ongoing bais for meeting 
your c”stomers. 

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

TO determine the amount you cari deduct, you ca” use this 
formula: 

. area of your home you use for business 

total area of your home 
x expenses 

You cannor deduct an amount that is more than your net 
fishing 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. 

If you deduct CCA for the business-use part of your home 
and later sel1 your home, the rules for a recapture of CCA 
and taxable capital gains apply. Please note that the 
principal residence protection from capital gains does net 
apply ta a work space for which capital cosL allowance has 
been claimed. For details, sec Chapter 3, or the 
supplemenrary income tax guide called Capital Gains, 
depending on your situation. 

For more details, sec Interpretation Bulletin IT-514, Work 
Space in Home Expenses. 

If yo” and the person you are leasing froni bave agreed to 
this kind of lease arrangement, or if you want more details, 
contact your income tax office. 

Capital cost allowance (CCA) 

Write the amount you calculate on Form T2041, Capital 
Cost Allowance (CCA) Schedule for Self-Employed 
Fer~ons, or from your own schedule. Sec Chapter 3 for 
details. 

Allowance on eligibk capital property 

We explain how to determine this allowance in Chapter 4 

Net income (10%) before adjustments 

Subtract your total f’ishing expenses from your gros tïshing 
income. This is your net income or loss before 
adjustments. Write this amount on the “Net income (10s~) 
before adjustments” line on Form T217.1. 

If you bave to make adjustments, complete this part of 
Form T2121. We caver two of the more common 
adjustments in the next pages. 

Once you bave calculared your total adjustments, add this 
amount to your net income or net loss from the line “Net 
income (las) before adjustments” on Form T2 121. 
Remember that adding an amount to a loss reduces the 
1OSS. 

Salary or wages paid to self, partner(s) or both 

Include any amount you paid yourself, if you deducted the 
amount as an expense. Do net include these amounts on 
T4 Supplementary slips or elsewhere on your income tax 
return because this adjustment Will ensure these amounts 
are included in your fishing income. 

Your partnership may psy a partner a wage and deduct the 
wage as an expense. However, the partners’ salaries or 
wages are a distribution of the partnership’s income. In this 
case, include the amount of the wage as an adjustment. Do 
net include thcse amounts on T4 Supplementary slips as the 
adjustment Will ensure the correct fishing income (or 10s~) 
is reported in each partner’s shwe. 

Persona1 expenses 

If you deduct persona1 expenses From your fishing income, 
include these expenses as an adjustment. Persona1 expenses 
include: 

l donations to charities and polirical contributions (you may 
be able to claim these items on the broper lines of your 
income tax return); 

l interest and penalties on your income tax; 

l life-insurance premiums; and 

l fines and penalties. 

Business use of home expenses 

Use this part of the form if your business is na a 
partnership and you want to deduct expenses for the 
business use of a work space in your home. If you are a 

Partnership sckedule 
Complete this part of Form T2121 if you are a member of 
a partnership. If you are in a partnership that has five 
members or les throughout the entire fiscal period, and 
none of these members is another partnership, complete 
Areas 1 and II. 

You bave to complets Area II only, if you were: 

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

l in a partnership that has six members or more. 

In this case, you Will also bave to file 
Form T5013 Summary, Partnership Information Return, as 
explained on page 4 in Chapter 1. 

Area I 

In this area, show the names of ail the partners. Also show 
your share and each partner’s share of the net income or 
loss, according to the terms of the partnership agreement. 
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Some agreements cal1 for a salary to be paid to the 
partners before the partnership divides the income on a 
percentage bais. Other agreements cal1 for the interest on 
capital invested in the partnersbip 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 calculated these amounts. 

Area II 

Show your share of tbe partnership income or 10s 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 partnership business. When you do this, you cari 
deduct that part of your motor-vehicle expenses. 

TO determine your business-use-of-home expenses, sec 

“Business use of home expenses” on page 15. 

Net income (loss) 

Write your net tïshing income or 10s on line 143 of your 

income tax return. 

You may run your fishing business by yourself. In this 

case, your net income or 10s is the amount you pet after 

you complete the “Adjustments” part on the front of 

Form T2121. However, you may run your fïshing business 

with someone else. In this case, your net fïshing income is 

the amount you get after you complete the “Partnership 

scheduie” on the back of Form T2121. 
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What is capital cost allowance (CCA)? 

Capital cost allowance is a ta term for depreciation. 

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

Your CCA claim is calculated based on your fiscal period 
ending in 1993, and not the calendar year. 

You do not bave to claim the maximum amount of CCA in 
the year. You cari claim any amount you like, from zero to 
the maximum amount for the year. The maximum amount 
you cari deduct for CCA is the same, regardless of whether 
you use the cash method or the accrual method. 

Use Form T2041, Capital Cost Allowance (CCA) S’chedule 
for Self-Employed Persans, to determine the CCA on your 
depreciable property. If you do not want to use 
Form T2041, you cari use your own statement. 

Note 

If you used depreciable property in your 1993 fiscal period 
that you used in your fishing business before 
January 1, 1972, you may want to read Information 
Circular 86.5, Part XVII - Capirai Cost Allowance, 
Farming and Fishing for information on how to claim CCA 
on that property. For more details, contact your income tax 
office. 

Definitisns 

TO complete Form T204 1, 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, if you buy 
an electric motor and the seller delivers it to yw in 
your 1993 fiscal period, but it was not in working order 
until your 1994 fiscal period, you cannot claim CCA on it 
until 1994. 

However, if you buy an electric motor and the seller 
delivers it to you in working order in your 1993 fiscal 
period, but you did not use it until your 1994 fiscal period, 
you cari still claim CCA on it in 1993 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, if you buy a boa 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 Glass 8. You bave to base your CCA claim 
on a rate assigned to each class of property. 

Sec “Rates of capital cost allowance (CCA)” on page 29 
for a lia of classes and rates of the more common 
depreciable properties you would use in a fishing business. 
TO find out the rate for depreciable property not listed, 
contact your income tax office. 

Fair market value (FMV) 

Fair market value is the highest dollar value that you cari 
get for your property in an open and unrestricted market 
where the parties of the transaction deal at arm’s length 
with each other and are not forced to buy or sell. 

Non-arm’s-length transaction 

A non-arm’s-length transaction is, for example, a 
transaction between people who are related, such as 
partners, or membets of a family, such as a husband and 
wife, or a parent and Child. 

Proceeds of the sale 

The proceeds of the sale are generally the sale prie of a 
property after you subtract any expenses related to selling 
it. When you trade in a property to buy a new one, the 
value of the trade-in is your proceeds of sale. Under 
proposed legislation, the value of the trade-in for 
depreciable property cannot exceed its fair market 
value (FMV). This proposed change applies to depreciable 
property acquired after November 1992. 

Undepreciated capital cost (UCC) 

The UCC is the amount remaining after you deduct CCA 
from the cost of a depreciable property. The CCA you 
claim each year reduces the UCC of the property each 
year. 

wow to complete Foïm T2041 

Follow the instructions for each column. If you bave more 
than one business, complete a separate CCA form for each 
business. 

Column 1 - Glass number 

If you started fishing in 1993, read column 3 f’irst and then 
complete column 1. 

If you had a CCA claim in past years, enter the same class 
numbers in column 1. Sec your CCA schedule from last 
year for this information. 
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Column 2 - UCC at the start of the year 

The IJCC amounts for each class at the start of your 1993 
fiscal period are the same amounts as those at the end of 
your 1992 fiscal period. If you used Form T2041 last year, 
these amounts appear in column 10. 

You bave to reduce your UCC at the start of your 1993 
fiscal period by any investment tax credit deducted, 
refunded, or both in 1992. You also bave to reduce 
your WCC by any 1992 investment tax credit you carricd 
back to a year before 1992. Sec Chapter 6 for details. 

You may bave received a GST-related input tax credit in 
1992 for a passenger vehicle where less than 90% of the 
distance travelled is for your fishing business. In this axe, 
subtract the amount of the credit from your UCC at the 
start of the year. 

If your tïrst fiscal period ends in 1993. put nil for all 
classes in this column. 

Column 3 - Cost of additions in the year 

If you buy depreciable property in the year, you havc to 
calculate the COS~ of the property TO do this, complete 
Area A of Form T2041. Remember that your property has 
to be available for use before you cari claim CCA. 

You also bave to enter the clâss the property belongs to. 
For a list of common classes of depreciable property, sec 
“Rates of capital cost allowance (CCA)” on page 29. To 
ftnd out the rate for depreciable property net listed, contact 
your income tax office. 

In some cases, you may need to adjust the cost of your 
property. The following information explains how to do 
this. 

Change in use of property 

If yo” buy a property for persona1 purposes and then start 
to use it in your business, you need to determine the 
amount to enter in column 3. In most cases, the amount 
you enter is the fair market value (FMV) of the property at 
the time you change ifs use. 

However, thc cost of the propcrty müy bc less than 
the FMV. In this case, completc thc following chart to 
determine the ümount KJ enter in column 3. 

COS of the property s A 

FMV of the property $ B 

Amount from line C 

Line B minus linc C 
(if negativc, 
enter “0”) $ D 

Enter any capital 
gains deduction you 
claimcd for thc* 
amount on line D 
S x 413 = $ E 

Line D minus line E 
(if negative, 
enter “0”) 
% x 314 = F 

The ümount you enter 
in column 3 is line A 
plus linc F S G 

* WC cxplain the capital gains dcduction in thc 
supplementary incarne tax guide callcd Capital Gains. 

Passenger vehicles 

We define passenger vehicle on page 12 of Chaptcr 2. 

Your passenger vehicle ca” belong to either Class 10 or 
Class 10.1. List each Glass 10.1 passenger vehicle 
separately. 

Your passenger vehicle belongs t<) Glass 10. I if it meets 
one of thcse conditions: 

l you bought it bef»re Septembcr 1, 1989, and it cost more 
than $20,000; or 

l you bought if after August 31, 1989 and it cost more 
than $24,000. 
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Property you use for both persona1 and business 
use 

If you buy property for bath persona1 and business use, 
thcre are two ways t” show the business part on your CCA 
form: 

l If thc part you use f”r business is the same from year t” 
year, write thc business part of the cost of the property 
in column 3. 

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

The cost limits for Class 10.1 vehiclcs still apply when you 
divide the capital cost betwecn business and persona1 use. 
Sec “Passenger vchicles“ on page 18. 

Grant, subsidy, or other incentive or inducement 

If you receivc a subsidy or grant from a government or 
government agency t” buy depreciable property, you bave 
t” reduce the cost of the pwperty. An example would be 
an input tax credit you gct for the GST you paid on a 
depreciable property you use in your fishing business. 
Before you enter thc cost in column 3, deduct the amount 
of the grant, subsidy, or input tax credit from the total c”st 
of the property. 

If you receivc an input tax credit for a passenger vehicle 
for which 90% or more of the distance travelled is for your 
fïshing business, you reduce the c”st of the property by the 
amount of the credit. However, if you receive an input tax 
credit for a passenger vehicle for which less than 90% of 
the distance travelled is fur your fishing business, you bave 
to reduce your UCC in 1994. 

If you receive an inccntive or inducernent from a non- 
government agency t” buy a depreciable property, you bave 
a choicc. You cari either include the amount in your 
income, or deduct it from the cost of the property. Sec the 
part “Grants and suhsidies” on page 8 of Chapter 2. 

Non-arm’s-length transactions 

When you acquire property in a non-arm’s-length 
transaction, there are special rules t” follow t” determine 
the property’s c”st. These special rules Will net apply if 
you get thc property because of someone’s death. 

You ca” buy depreciable property in a non-arm’s-length 
transaction from: 

l a resident of Canada; 

l a partnership who is resident of Canada; 

l a partnership with at least one member who is a resident 
of Canada; or 

l a partnership with at least “ne member who is another 
partnership. 

If you pay mort for the propcrty than the seller paid for 
the same property, calculate the cost as follows: 

Note 

Whcre thc cost of a passcnger vchicle purchased bcfore 
Scptember 1. 1989, excccds $20,000, thc capital cost of 
that vehiclc shall bc deemcd to be $20,000. Where the cost 
of il passcngcr vchiclc purchascd after August 31, 1989, 
excccds $24.000. the capital cost of that vehiclc shall be 
dccmed t« be $24,000, plus go& and services tax (GST) 
and provincial sales tux (PST). 

Starting on January 1, 1991, t” detcrmine the clâss of your 
passcngcr vehiclc, use thc vehiclc’s cost bcfore adding the 
related GST and PST. 

Example 
Pcrry runs a fishing business. On Junc 21, 1993, hc 
b”ught two new passcnger vchiclcs that he uses for his 
business. Perry bas these details for 1993: 

Cost GST PST Total 

(7%) (8%) 

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

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

Pcrry puts vehicle I in Glass 10.1 since hc bought it 
after August 3 1, 1989, and it cost more than $24,000 
bef«rc thc GST and PST. Before Pcrry enta an 
amount in column 3. he nccds to determine the GSI 
and PST on thc dcemcd capital cost of $24,000, as 
f”ll”ws: 

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

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

Thercfore, Pcrry enters $27,600 in column 3 
[$24,000 + $1,680 (GST) + $1,920 (PST)]. 

Perry puts vehicle 2 into Glass 10 sincc he bought it 
after August 31, 1989. and it did net c”st more 
than $24,000 before thc GST and PST. Perry enters the 
total cost of $26,450 in colutnn 3 
[$23.000 + $1,610 (GST) + $1,840 (PST)]. 

Note 

Thc Quebec provincial sales tnx (PST) is net calculated as 
in the above example. For more information, contact your 
income tax office. 

Cost of construction or improvements to a 
property 

If you build depreciablc property t” use in your business, 
its cost includes the cost of materials and labour. Do not 
include the value of your own labour. TO its cost, you bave 
t” add the cost to improvc, add to, or renovate the 
property. 

Survey or valuation costs 

TO the cost of the property you buy, add the cost to survey 
or value it. You cannot deduct these c”sts as expenses. 
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The seller’s capital cost $ A 

The FMV of the property $ B 

Amount from line A _ _ C 

Line B minus line C 
(if negative, enter “0”) $ D 

Enter any capital gains 
deduction* claimcd for the 
amount on line D 
$-- x 4/3 = $ E 

Line D minus line E 
(if negative, enter “0”) 
SP- x 314 = F 

Your capital COS~ is line A plus line F $ 

* We cxplain the capital gains deduction in the 
supplementary income tax guide callcd Capira/ Gains. 

You cari also buy depreciable property in a non-arm‘s- 
length transaction from an individu1 who is not a resident 
of Canada or û partnership where nonc of the membcrs are 
rcsidcnts of Canada, or none of the members is another 
partnership. If you psy more for the property than thc 
seller paid for the same property, calculate thc capital cost 
as follows: 

The seller‘s capital cost $ A 

The FMV of the property $ B 

Amount from line A C 

Line B minus linc C 
(if negative, enter “0”) 
$-- x 314 = a D 

Yoor COS~ is line A plus line D $ 

If you buy depreciable ptoperty in a non-arm’s-length 
transaction and psy less for it than the seller paid, your 
capital COS~ is the same amount as the scllcr’s. We consider 
that you have deducred the difference between what you 
paid and the seller paid as CCA. 

Example 

(;arry bought an outboard motor from his father Mike 
in 1993 for $2,000. Mike paid $5,000 for the motor 
in 1985. Since the arnount Garry paid is less than the 
amount Mike paid, we consider Garry’s capital COS~ to 
bc $5,000. We consider that Garry bas dcducted CCA 
of $3,000 in the past ($5,000 - $2,000). 

&rry completes Form T2041 as follows: 

11 In the “Area A - Details of additions in the yedr.” 
hc cnters $5,000 in column (3), “Total COS~.” 

l In thc “Part XI pl-opertics” chart, he entcrs $2,000 
in column (3), “Cost of additions in thc year,” as 
thc addition for 1993. 

There is a limit on the cost of a passcngcr vehicle you buy 
in a non-arnr’s-length transaction. The cost is one of these 
three B~IOU~~S, whichever is less: 

l the FMV a the time you buy it; 

. $24,000 plus üny GST and PST you would psy 
on $24,000. if you buy it after 1990: or 

l the sellc1.‘s cost amount of the vehicle üt the timc you 
buy it. 

Thc cost amount C~I? vary, depending on what the seller 
used the vehiclc for, bcfore you bought it. If the seller 
uscd thc vehicle to earn income, the çost amount Will be 
the UCC of the vchicle at the time you buy it. If the seller 
did net use the vchiclc to earn incomc, the cost amount is 
usually thc original COS~ of thc vehicle. 

For more details on non-arm’s-lcngth transactions, see 
Interpretation Bulletin IT-405, Inadcqoarc Considmrions - 
Acqukiriorrs and Di.spo.sirions, and IT-419, Mcaning of 
Arm’s Lcngrh and its Spccial Releasc. 

Column 4 - Proceeds from disposals in the year 

If you sel1 or tradc in depreciable property, enta in this 
column the lesser of these two amounts: 

l thc proceeds of thc sale; or 

l the capital cost of the property. 

Use “Are;~ B - Dctails of disposals in thc ycar” to help 
you determine the correct amount. If you sell a building, 
there arc special rules that an apply to you. For more 
details on what to do when you sel1 a building, see 
Interpretation Bulletin IT-220, Capital Casr Allowancc - 
Procerd.s of Disposition of Depreciable Property. 

You may dispose of deprcciable propcrty for mort than its 
cost. In this case, a capital gain Will result. However, you 
may lx able tu claim a capital gains deduction. If you had 
a capital gain in 1993, read the supplementary income ta 
guide callcd Capital Gain.~ to help you determine your gain 
and deduction. 

In somc cases, yoo may bc able to postponc including a 
capital gain in incon~e. For cxample, you may scll a 
property and rcplacc it w,ith a similar anc, someone may 
expropriate your property, or you may trünsfcr property to 
eithcr a corporation. or a partncrship. If you necd more 
details, contact your incomc tax office. 

Column 5 - UCC after additions and disposals 

Add the amount in column 2 to thc amount in column 3. 
Then subtrnct thc ümount in column 4 from this total. 
Enter thc rcsult in column 5. 

Recapture of capital cost allowance (CCA) 

You Will bave a rccapture of CCA whcn thc amount in 
column 5 is negativc. Includc this amount as fishing income 
on Form ‘T2121 or your statement of income and expenses. 
A recapturc an occur when you sell a property, receive a 
governmcnt grant or assistance. or claim thc invcstmcnt tax 
crcdit 
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In some cases, you may be able to postpone a recapture You cm use the half-year rule on sale if you owned, at the 
of CCA. For example, you may sel1 a property and replace end of your 1992 fiscal period, the Class 10.1 vehicle you 
it with a similar one, someone may expropriate your dispose of in 1993. If this applies to you, enter in 
property, or you may transfer property to a corporation, or column 7, half of the amount in column 2. This applies 
a partnership. If you need more details, contact your to CCA claims for a fiscal period that started after 
income tax office. June 17, 1987 and ended after 1987. 

Terminal loss 
Note 

You Will bave a terminal loss when the amount in 
column 5 is positive, and there is no property left in the 
class. Deduct the terminal loss from your tïshing income 
on either Form T2121 or your own statement of income 
and expenses. 

Note 

The rules for recapture and terminal loss do not apply to 
passenger vehicles in Glass 10.1. However, see the 
comments under the heading, “Column 7 - Base ammmt 
for CCA claim,” to calculate yow CCA claim. 

Column 8 - Adjustment for current-year additions 

You cari claim CCA on only 50% of the cost of the 
property you boy in 1993. For example, suppose that 
in 1993 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 condition for claiming the half-year role is different 
from the way we explained it in earlier guides. This is 
because of a recent change to the conditions for claiming 
the half-year rule. Before the~ change, to claim the half-year 
rule you had to meet these two conditions: 

l you had to own the Glass 10.1 vehicle at the end of the 
year before the dispos& and 

l in the year you disposed 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 the change to the half-year rule, your CCA 
claim in 1988, 1989, 1990, 1991, or 1992 may be too low 
if you did not claim the half-year role because: 

l you did not buy another Glass 10.1 vehicle to replace the 
one you disposed of; 

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

l you bought another Class 10.1 vehicle, but you disposed 
of it before the end of the year; or 

l you replaced the Class 10.1 vehicle with a Chus 10 
vehicle. 

Example 

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

Column 3 minus column 4 

5O%~X A 

Enter the amount on line B in column 6, 

A 

B 

In 1990, David sold his class 10.1 vehicle. He owned it 
at the end of 1989. He bought another passenger 
vehicle in May 1990 for $15,000. Sincq the new 
vehicle did not cost more than $24,000, David included 
it in class 10. 

If the amount in column 4 is more than the amount in 
column 3, enter “0” in column 6. 

Because David did not boy another class 10.1 vehicle 
in 1990, he could not claim the half-year rule at that 
time. However, because of the change to the half-year 
rule, he cari contact his income tax office and ask them 
to adjust his 1990 income tax return to allow the half- 
year rule. 

In some cases, you do not make an adjustment in 
column 6. For example, you may buy property 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 1993 fiscal period. 

For more details, or if you want us to adjust your income 
tax return, contact your incarne. tax office. 

Column 8 - Rate (%) 

Also, some properties are not subject to the 50% rule. 
Some examples are those in Classes 13, 14, 23, 24, 27, 
29, or 34, as well as some of those in Glass 12, such as 
small tools that cost ~less than $200. 

Column 7 - Base amount for CCA claim 

Subtract the amount in column 6 from the amount in 
column 5. Enter the result in column 7. Base your 
CCA claim on the amount in this column. 

In this column, enter the rate or percentage for each class. 
For a list of rates, see “Rates of capital cost 
allowance (CCA)” on page 29. 

Column 9 - CCA for the year 

Multiply the amount in column 7 by the rate in column 8 
and enter the result in column 9. This is the most you cari 

You cari deduct any amount up to the maximum. 

For a Class 10.1 vehicle you disposed of in your 1993 
fiscal period, you may be able to claim 50% of the CCA 
that you would be allowed if you still owned the vehicle at 
the end of the year. This is known as the “half-year rule 
on sale.” 

The following are some special comments for some classes 
of property. 

Special rates for certain boats 

In most cases, a tïshing boat belongs to Class 7. Therefore, 
you ca” claim CCA at a maximum rate of 15 % However, 
there are some exceptions to this rule. 
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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 income 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 
boa. You cari claim 33 113% for the years after you 
bought the boat. 

You cari claim tbis special rate on the following: 

l A boat which is certifïed by the Minister of Industry, 
Science and Technology to be built and registered in 
Canada and not used for any purpose before you buy it. 

l The cost to convert or alter a boat in Canada. 

l A boat or the cost to convert it, established as a separate 
prescribed class under the now repealed Canadian Vesse1 
Construction Assistance Act. 

Note 

Proposed changes to the Regulations Will remove the 
requirement that fishing boats be certitïed by the Minister 
of Industry, Science and Technology in order ta be eligible 
for these special CCA rates. This amendment Will apply to 
fishing boats acquired after July 13, 1990. 

Electronic office equipment (Classes 8 and 10) 

Proposed changes to the 1nwxne Tax Regulations Will allow 
you to elect to include one or more properties, now 
included in Class 8 or Class 10, in a separate prescribed 
class. The election to include the property or properties in 
a separate prescribed class Will enable you to realize a 
terminal loss on the disposition of all the properties in the 
class when such properties bave declined in value. 

This election Will apply to the following property acquired 
after April 26, 1993: 

l general-purpose electronic data-processing equipment and 
systems software, including related data-processing 
equipment; 

l computer software; 

l a photocopier; and 

l electronic communications equipment, such as a facsimile 
transmission device or telephone equipment, including 
related equipment. 

Furthermore, this election Will only apply to properdes that 
cost $l,OOO.OO or more each. 

TO make a separate prescribed class election, let us know 
by attaching a letter to your income tax return for the 
taxation year in which the property or properties were 
acquired. 

Note 

If you still own the property at the beginning of the fifth 
taxation year following the taxation year in which the 
property became available for use, the undepreciated capital 
cost of each separate class Will be transferred from the 
separate prescribed class to the general class in which it 
would otherwise belong. For more details, contact your 
income ta⌧ office. 

Leasehold interest (Glass 13) 

Special CCA rules apply to leasehold interests in property. 
If you bave a leasehold interest, contact your income tax 
office for more details. 

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. Enter the result in column 10. This is the UCC 
at the end of your 1993 fiscal period. This Will be 
your UCC for each class at the start of your 1994 fiscal 
pericd. 

You Will not bave an amount in column 10 if you bave a 
terminai loss or a recapture of CCA. For a Glass 10.1 
passenger vehicle, there Will not be an amount in 
column 10 if you sel1 or trade it in the year. 
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What is an eligible capital expenditure? 

You may buy intangible property that has no physical 
existence, but gives you a lasting economic benefit (e.g. a 
tïshing license). We cal1 this type of property eligible 
capital property. The price you pay ta 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, since 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 bookkeeping record you set up ta determine 
your annual allowance. You also use your CEC ta 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 calculate the balance in your’CEC account at the end of your 1993 fiscal period as follows: 

Balance in the accourt at the start of your 1993 fiscal period (this balance is the same amount as the 
amount at the end of your 1992 fiscal period) A 

Eligible capital expenditures you made, or incurred in your 1993 fiscal period ~ B 
75% x B <<,,_,<,,<<<,,<<<<__,,,,,,,<<,,_,,__,,,__,,,_,,_,,_,,,,,,<,,<,,_,,_,,,,,,,,,,,, Pc 
A plus C <..<.....<..__......_.<...._.<..<..<....._<..<..<.............................. D 

Al1 the amounts you received or are entitled ta receive from the sale of eligible capital 
property in your 1993 fiscal period .‘. E 

All the amounts that became receivable in your 1993 fiscal pericd from the sale of 
eligible capital properties before June 18, 1987 F 

E plus F <...<.............<.......<<...<..<<...<<<<...............<..<<<... G 

75% x G ,.<,_....._......__......._.,.<,,.<<,,,.<<,,.,,,._........__....<...<<........ H 

D minus H .,,,._..._.._..,_._..__.,,.,,,.,,,.,,,,,..,,,_.,......._...................... 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 1993 fiscal period. You cari deduct up ta 7% of the balance, but you do not bave ta deduct the maximum annual 
allowance (0% ta 7%). If there is a negative balance in your CEC account, see the section called, “Sale of eligible 
capital property” on page 24 in this chapter. 

Example 

Lisa started her tïshing business in 1993. The business has a December 31 year-end. That year, she bought a tïshing 
license for $10,000. Lisa’s maximum annual allowance for 1993 is $525. She calculates it as follows: 

Lisa’s CEC account 

Balance at the start of Lisa’s 1993 fiscal period $ A 

Lisa’s eligible capital expenditure; tïshing license $ 10,000 B 
75% x B ..__..__.._<.......__.._.._..._<.__..__<.,.<...__...._..._..._<...<........... 7 500 c 
A plus C _......<......_..____....<<.<<..<.......<.<<....<<<.<.....<<<<.................... $7 - 

Lisa has not sold any eligible capital property. 

Therefore, she Will not bave any amounts on lines E ta H. 

Lisa’s annualallowanceis 7% X,D .._..._.._.............._.................................. $ 525 
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Sale of eligible capital property 

You must subtract an amount from your CEC account 
when you sel1 eligible capital property. The amount you 
bave ta subtract is the eligible capital amount. 

You bave ta do this if you sel1 eligible capital property: 

l in your 1993 fiscal period: or 

l before June 18, 1987, and the proceeds from the sale 
become due ta you in your 1993 fiscal period. 

For 1993, the eligible capital amount is 75% of bath of 
these amounts: 

l the total amount you sel1 eligible capital property for in 
your 1993 fiscal period (include the total amount from a 
sale even if you do not get any or all the prcceeds until 
after 1993); and 

l the amount of any proceeds that become due ta you in 
your 1993 fiscal period from eligible capital property you 
sold before June 18, 1987. 

1 There may be a negative amount in your CEC account after 

you subtract the eligible capital amount. In this case, you 
Will bave ta include an amount in your fishing incarne. 

The amount you include in tïshing incarne is one of these 
two amounts, whichever is less: 

l the negative balance in your CEC account; or 

l the total of all the annual allowances you deducted from 
your fishing incarne in past years. 

If you still bave a negative amount in your CEC account, 
you Will bave a taxable capital gain. TO calculate the gain, 

subtract the amount included in your incarne from the 
negative amount in your CEC account. Then, subtract 
one-half of the annual allowances you deducted for fiscal 
periods that started before 1988. The result is your taxable 

capital gain, which you enter on line 544 of Schedule 3. 
You Will find this schedule in your incarne tax package. 

Example 

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

1987 $ 500 
1988 473 
1989 440 
1990 409 
1991 380 
1992 354 
Total $2,556 

At the start of his 1993 fiscal period, the balance in Ward’s CEC account was $4,694. In 1993, Ward sold his tïshing 
license for $14,000. Ward’s CEC account for 1993 is as follows: 

Ward’s CEC account 

Balance in the account at the start of Ward’s 1993 fiscal period $ 4,694 
Subtract: eligible capital amount; sale of fishing license ($14,000 X 75%) 10,500 

Balance ($5,806) 

Ward deducted $2,556 in annual allowances from incarne in past years. Since this amount is less than the negative 
amount in his account, he includes $2,556 in his iïshing incarne. 

Ward also has a taxable capital gain because he still has a negative amount in his CEC account: 
Negative balance in CEC account $ 5,806 

Subtract: Amount he mcludes in tïshing incarne 2,556 

Negative balance that is not fishing incarne $3,250 
Subtract: Annual allowances he deducted for fiscal periods that started before 1988 (one-half of $500) 250 

Taxable capital gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..~...............~.........._.._....... $ 3,000 

Replacement property 

If you sel1 eligible capital property and replace it with 
another one, you cari postpone all or part of any gain on 
the sale. TO do this, you bave ta replace the property no 
later than one year after the end of the tax year in which 

you sel1 the original property. The replacement property 

mut be for the same or similar use’ and for the same or 

similar business. For more details, see Interpretation 

Bulletin IT-259, Excbanges of Properfy, and its Special 

R&ase. 
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When the expenses for your tïshing business are more than 
the income for the year, you bave a net operating 10s~. 
You must reduce your net operating loss by the amount of 
other income you may bave. Any remaining loss is your 
fishing loss for the year. 

For example, suppose that in 1993 your total fishing 
expenses were. $25,000 and your fishing income 
was $18,000. You would bave 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,ooO - $2,000). 

Fishing and non-capital losses 

Fishing losses 

You may bave net iïshing income in 1993 instead Of a 
tïshing 10~s. If SO, you may be able to apply to your 1993 
income tax retum, tïshing losses you had in 1983, 1984, 
1985, 1986, 1987, 1988, 1989, 1990, 1991 or 1992. You 
cari apply these losses as long as you did not already 
deduct them. You bave to apply the loss from the earliest 
year tint, before you apply the losses from later years. 

You may bave a fïshing loss in 1993. 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 1993 loss, fil1 in 
Form TIA, Request for Loss Carry-Back. Attach one copy 
of the form to your 1993 income tax return. Do not file an 
amended income tax retum for tbe year you want to apply 
the loss to. 

Non-capital losses 

You may bave a loss in 1993 from a business that’is not 
farming or fishing. If this loss is more than your other 
income for the year, you may bave a non-capital loss. Use 
Form TlA, Request for LO~S Carry-Back, to calculate 
your 1993 non-capital 10s~. 

You cari carry back your 1993 non-capital loss for three 
years and forward up to seven years. 

If you choose to carry back your 1993 non-capital loss to 
your 1990, 1991, or 1992 income tax returns, complete 
Form TlA, Request for LO~S Carry-Back. Attach one copy 
of the form to your 1993 income tax retum. Do net file an 
amended income tax return for the year you want to apply 
the loss to. 

For more details on non-capital losses, sec Interpretation 
Bulletin IT-232, Non-Capital Losses, Net Capital Losses, 
Restricted Farm Losses, Farm Losses and Limited 
Partnership Losses - Their Composition and DedOctibility 
in Computing Taxable Incorne. 

Applying losses - exceptions to the rules 

There are two exceptions to the general rules for applying 
tïshing losses or non-capital losses. These exceptions apply 
only when you block-average your income. For more 
details, contact your income tax office. 
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The investment tax credit MS you subtract, from the taxes 
you owe, qart of the cost of some types of property. You 
may be able to claim this tax credit if the property you buy 
in 1993 qualifies. You may also be able to claim the credit 
if you bave unused investment tax credits from years 
before 1993. 

Note 
Under proposed legislation, beginning in 1994, the existing 
annual limit on investment tax credit claims Will be 
eliminated. This Will allow you to fully claim your 
investment tax credits against your federal Part 1 and 
Part 1.1 tax payable. This change Will apply to investment 
tax credits you earned after ,April26, 1993, but that you 
have not yet claimed. 

ReKundable investment tax credit 

Property purchased, or expenditures made, in 1993 
You may be able to claim a refandable investment tax 
credit if you purchased one of the following types of 
property, or made the following expenditure, in 1993: 

l qualifïed property; 

l certified property; or 

l qualitïed expenditure. 

In a11 cases, the property you bought has to be new and 
available for use. A property is available for use when the 
seller delivers it and it is in working order. 

Qualified property 

This includes some types of new buildings, machinery, and 
equipment which are prescribed in section 4600 of the 
Incorne Tax Regulations. You mut acquire the property 
and use it for designated purposes in specifïc areas. 

Note 
Under proposed legislation, qualifïed property Will also 
include a iïshing vesse1 (including its furniture, tïttings and 
equipment) that you lease to a corporation you control. 
Furtherniore, the corporation must be carrying on in a 
fishing business in connection with one or more 
commercial fïshing licenses issued to you by the 
Government of Canada. This change applies ta the 1985 
taxation year and after. 

Because of the number of properties that qualify, we 
cannot list them ail in this guide. TO fïnd out if your 
property qualifies, contact your income tax office or check 
section 4600 of the Income Tax Regulations. 

Designated purposes include activities such as logging, 
storing grain, farming, and tïshing. For a list of other 
designated purposes, see Interpretation Bulletin IT-33 1, 
Investment Tax Credit, or contact your income tax office. 

The specifïc areas are Newfoundland, 
Prince Edward Island, Nova Scotia, New Brunswick, the 
Gaspé Peninsula, or a prescribed offshore region. A 

prescribed offshore region is the area off the east toast of 
Canada that is considered to be part of Canada. 

Certified property 

This is the same as qualitïed property. TO find out if your 
property qualifies, check section 4602 of the Incorne Tax 
Regulations or contact your income tax office. 

TO qualify, you bave to acquire the property for use in a 
prescribed area. You Will iïnd a list of these areas in 
Information Circular 78-4, Investment Tax Credit Rates, 
and its Special R&ase. 

The property mut be part of a facility approved under the 
Regional Development lncentives Act. A facility means the 
structures, machinery, and equipment that make up the 
necessary parts of a manufacturing or processing operation. 
There are some limits for resource-based industries. 

Qualified expenditure 

TO be a qualified expenditure, the amount has to be for 
scientific research and experimental development. For more 
details, see Information Circular 86-4, Scientif? Research 
and Experimental Development. 

Property purchased, or expenditures made, 
before 1993 

You may bave purchased property, or made expenditures, 
before 1993 that are eligible for the credit. However, you 
may not bave used all the credit in the year it was earned. 
In this case, you may be able to apply any unused credit 
in 1993. TO do this, complete Part A of 
Form T2038 (IND.), Investment Tax Credit (Zndividoals). 

Non-refundable investment tax credit 

Property purchased, or expenditures made, in 1993 

Under proposed legislation, you may be able to claim an 
additional 10% non-refundable temporary small-business 
investment tax credit if you acquired qualified small- 
business property in 1993. 

The property you acquired has to be new and unused. 
When the property became available for use is of no 
consequence for the property to qualify for this non- 
refundable investment tax credit. However, no amount cari 
be included in the calculation of your investment tax credit 
claim until the property becomes available for use. 
Furthermore, property leased to an non-arm’s-length person 
Will qualify for this non-refundable credit. 

Qualified small-business property - This is property you 
acquired, for use anywbere in Canada, after 
December 2, 1992, and before 1994 that otherwise qualifies 
as certifïed property, qualified construction equipment, 
qualifïed property (other than prescribed buildings), or 
qualified transportation equipment as defïned in 
subsection 127(9) of the Zncome Tax Act. For more details 
on qualified small-business property, contact your income 
tax office. 
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HBW to calculate your 1993 inwestment tax 
credit 

Base the investment tax credit on a percentage of the 
investment cost (the cost of the property). The specifïed 
percentage you use to calculate the credit is on 
Form T2038 @ND.). If you are a member of a partnership, 
you should only include your portion of the partnership’s 
investment or expenditure. 

Carry back to prior years 
You cari carry back the credit you earn in 1993 for up to 
three years and use it to reduce your federal taxes in those 
years. TO do this, complete Part B of Form T2038 ([ND.). 

Carry forward to subsequent years 
You cari carry forward, for up to 10 years, a credit you 
earn in 1993 that you did not use to reduce taxes in 1993 
or in a prior year. However, you lose any credits you do 
net use-within 10 years of e&ning them. 

Refund of investment tax credit 
In some cases, you may bave to either increase or decrease 
your investment cost. For example, you bave to decrease 
your investment cost by the amant of any government or 
non-government assistance you receive for the property; If 
you repay any of this assistance, add the repayment to the 
investment cost. Calculate the credit for any repayment 
using the same percentage you used for the original 
investment cost. 

If you do net need to use aIl of your refundable investment 
tax credit to reduce your taxes in the year, we may refund 
up to 40% 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, complete Part B of 
Form T2038 @ND.). Enter this amount on line 454 of your 
income tax return. If a partnership or trust made the 
investments, enter only your share of the amount. 

Determine your credit et 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, 
include. any credit you earn on the property you buy in the 
part of the calendar year that is after your fiscal year-end. Wdiustments , 
For example, suppose your fiscal period ends on 
June 30, 1993. In November 1993, you buy property that is 

The amount of the credit you claim or that we refond to 

eligible for a credit. When you file your 1993 income tax 
you in 1993 Will reduce the capital cost of the property. 

return, you cari claim a credit for the property bought in 
Any 1993 credit you carry back to a prior year Will also 
reduce the caoital cost of the orouertv. Make this 

November. 
. . - 

adjustment in 1994. This adjustment Will reduce the amount 
of capital ~cost allowance you cari claim for the property. It 

plow to daim your 1993 credit 

You cari use the credit that you earn in 1993 to reduce 
your tax for the year, for a prior year or for a future year. 

Current-year claim 
TO calculate your claim for 1993, complete Section 1 of 
Form T2038 (IND.). Enter the amount of your credit on 
line 412 of your income tax return. ~If a partnership or trust 
made the investments, enter only your share. 

You cari also use your credit to reduce your federal 
individual surtax for 1993. TO determine your claim, 
complete Section II of the form. Enter the amount of your 
credit on line 518 of Schedule 1 with your income tax 
return. 

Will &o affect your cap&1 gain when you sel1 the 

property. 

Perhaps the credit that you claim or that we refond to you 
in 1993 is for depreciable property dut you already sold. 
However, you may still bave other property in the same 
class. When this happas, in 1994 you bave to reduce the 
undepreciated capital cost of the class by the amount of the 
credit you claimed or received as a refond. If, after the 
disposition, you do not bave any property left in the same 
class, include in your 1994 income, the amount of the 
credit you claimed or received as a refund. 

Y& scientific research and development (SR&ED) pool 
must be reduced by the amount you claim, in 1993, as an 
investment tax credit in respect of SR&ED. Make this 
adjustment in 1994. 
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Notice of Assessmenl 

When we first process your 1993 income tax 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. Although, we may accept the income and 
deductions you report, we may select your income tax 
return for further review or audit some time after the initial 
processing and assessment period. 

Period of reassessment 
We cari reassess a income tax return, or assess tax, 
interest, or penalties, within the following time limits: 

l three years from the day we mail your original Notice of 
Assessment or notice that no tax is payable for the 
year; and 

l six years from the day we mail your original Notice of 
Assessment to allow or change a carry-back of a Ioss or 
unused investment tax credit. 

You cari now ask us for an adjustment to 1985 and later 
tax years in some cases. Such a request should be for 
either a refund beyond three years, or to reduce your taxes 
owing. You cari ask us to waive or cancel interest and 
penalties in some cases. You cari also ask to make a late or 
amended election, or to revoke an original election for tax 
years back to 1985. TO do this, you bave to give us the 
details in writing. If you need help, contact your income 
tax office or see the following Information Circulars: 

l Information Circula 92-I, Guidelines for Accepting 
Late, Amended or Revoked Elections; 

l Information Circular 92-2, Guidelines for the 
Cancellation and Waiver of Interest and Penalties; and 

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

In some cases, we Will not reassess a income ta return 
when you make an informa1 request unless you make the 
request within the time that you bave to file an objection. 
We explain these cases in Information Circulars 75-7, 
Reassessment of a Return of Income, and 84-1, Revision of 
Capital Cost Allowance Claims and Other Permissive 
Deductions. 

Review or audit - inspection of records 

A self-assessment tax system only works when we 
regularly check income tax returns. We Will correct 
obvious errors at the time we first process your income tax 
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 net keep adequate books 
and records. When this happens, we Will ask you for a 
written agreement which states you Will properly keep all 
books and records. We may follow up by sending you a 
letter or by visiting you. 

If you do net keep adequate books 2nd records within the 
time we give, we may give you a forma1 requirement 
letter. This lette* Will describe the information you bave to 
keep and explain the penalties for failing to comply. If you 
still. do not comply, we may prosecute. 

Appeal process 
If you do not agree with your Notice of Assessment, you 
cari abject, or appeal. You must file the objection 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 bave to file a income tax 
return for the year. 

You cari abject by filing Form T4OOA, Objection. You cari 
also appeal by writing to the chief of Appe*ls at your 
income tax office. 

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

While you wait for us or a court to decide your appeal, 
you do not bave to pay the disputed amount. However, the 
amount is still subject to the usual interest charges. 
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Rates of capital cost allowance .(CCA) 
This list has the more common depreciable properties a tïshing business may use. We show the CCA rates at the end of the list. 

Depreciable property 
Part XI 

Class no. 

Automobiles ................................... 
Boats and component parts ....................... 
Breakwaters 

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

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

Chai” saws .................................... 
Computer hardware and systems software 
Docks 

Cernent, steel, stone, or wood ................ 
Drills - All types .............................. 
Electric-generating equipment (net more than 15 kW) 

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

Electric motors ................................ 
Engines - Stationary ........................... 
Ice machines .................................. 
Leasehold interest .............................. 
Nets ......................................... 

10 
7 

Office equipment ............................... 8 
Outboard motors ............................... 10 

3 
Passenger vehicles (sec Chapter 3) ................ 10.1 
Power block - Purse-Seine 

6 
...................... 7 

Pumps ....................................... 8 

6 
Radar or radio equipment 

Acquired before May 26, 1976 ............... 9 

3 
Acquired after May 25, 1976 ................. 8 

1 
Tools 

10 
Under$200 ................................ 12 

10 
$200 and over ............................. 8 

Trailers ....................................... 10 
Traps ........................................ 8 
Trucks ....................................... 10 
Weirs ........................................ 3 

8 Weirs - Fish ................................. 8 

9 Welding equipment ............................. 8 

8 Wharves 

8 Cernent, steel, or stone ...................... 3 
8 Wood .................................... 6 

13 Windchargers .................................. 8 
8 Wind-energy conversion equipment ................ 34 

Depreciable property 
Part XI 

Glass no. 

* You may add to or alter a Glass 3 building after 1987. In this case, there is a limit on the amount you cari include in 
Class 3. The most you cari include in Glass 3 is the lower of $500,000 or 25% of the building’s cost on 
December 31, 1987. In Glass 1, include any costs you incur that are over this limit. 

Rates - Part XI 

Class I ......................................................................................... ..4 % 
Glass 2 .......................................................................................... 6% 
Class3 ......................................................... . ................................ 5% 
Class6 ......................................................................................... 10% 
Glass 7 ......................................................................................... 15% 
Class8 ......................................................................................... 20% 
Class9 ......................................................................................... 25% 
Glass 10 ........................................................................................ 30% 
Glass 10.1 ...................................................................................... 30% 
Glass 12 ....................................................................................... 100% 

For details on the CCA rates for Classes 13 and 34, contact your income tax office. 
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