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1s this guide for you? 
Use this guide if you are the legal representative (sec 
information on page 4) who has to file an income ta return 
for a deceased person. 

Which return should you use? 
You mn use a General home Taw Return. However, the 
deceased may bave received a different income tax return 
in the mail based on his or her situation last year. If the 
return covers the types of income you want to report and 
the deductions and credits you want to daim, you cari use 
it instead of a General Income Tax Return. You cannot use a 
TlS-C income tax and benefit return to complete a return 
for a deceased person. 

Where cari you get the forms you 
.need? 
You cari get a General’income ta package from your 
Revenue Canada tax services office. You mn find the 
addresses and telephone numbers under “Revenue 
Canada” in the Government of Canada section of your 
telephone book. 

Note 
If you cannot get a return for the year of death, use a 
blank one from a previous year. In the top right corner of 
page 1, indicate the year for which you are filing. We 
Will assess the rehxn based on the legislation in effect for 
the year of death. 

What if you need help? 
In this guide, we bave used plain language to explain the 
most common incarne tax situations. If you need more help 
after reading this guide, or if you want any of OUI 
publications, please contact us. 

We bave other income tax guides and pamphlets that you 
may find helpful, and which include some of the related 
forms you may need. 

If we bave a guide or pamphlet on a particular topic, we 
mention it under the information for that topic. We also 
refer to interpretation bulletins and information circulas 
that give more details on specific tax topics. 

If you bave access to the Internet, many of our publications 
are now on line. Our Internet address is: 

http://www.rc.gc.ca/ 

Do you need information from the 
deceased person’s tax records? 
You cari cal1 or write us for the information wehave in the 
deceased’s tax records. When you write for such 
information, place the words “The Estate of the Late” in 
front of the deceased person’s name. Include your address 
SO we cari reply directly to you. Before we cari give you 
information from the deceased’s records, we need the 
following: 

. a copy of the deceased’s death certifiate; 

. the deceased’s social insurance number; and 

. a copy of the Will or other document that shows you are 
the legal representative. If you visit us to get information 
from the income tax records of the deceased, you also 
bave to show us one piece of identification with your 
picture and signature on it, or two pieces with your 
signature on them. 

T he proposed changes we list below for 1996 were net 
law at the time of printing. Once they become law, they 

Will be effective for 1996 and later yeers. We bave outlined 

ide, we refer to the 
new “Employment Insurance’ EI program. These 
references also include the previous program, called 
“Unemp10yment Insurance” (IJI). 

Charitable donations - For deceased individuals, the 

Visually impaired persons cari get information on services available to them, and 
cari order publications in braille or large print, or on audio cassette or computer 
diskette, by calling l-800-267-1267 weekdays between 8:15 a.m. and 5:00 p.m. 
(Eastern Time). 

La version fran+e de cette publication est intitulée Dt?cfarations de revenus de personnes décéd&s. 

tauvett
l-800-267-1267



Page 

Accumul?ted forward-averaging amount,withdrawal ....... . 
Age amount .............................................................................. .9 
Amounts for optional returns ............................................... .12 
Amounts for infirm dependants age 18 or older ................. .9 
Amounts transferred from spouse .......................................... .9 

Balance owing .......................................................................... .5 
Basic persona1 amount ............................................................. .9 

Capital gains and capital gains deduction ......................... .13 
Capital Ioss .............................................................................. .14 
Capital property ..................................................................... .14 
Charitable donations ................................................................ 10 
Clearance certificate ................................................................. .4 
Common questions and answers ............................................ 4 

Deemed disposition of property .......................................... 13 
Definitions ................................................................................ 18 
Depreciable property .............................................................. 14 
Disability amount ...................................................................... 9 

Employment income ............................................ . ........... .z.:. .. .7 
Employment Insurance benefits .............................................. 7 
Equivalent-to-spouse amount ................................................. 9 

Farm property ......................................................................... 15 
Final return ................................................................................. 4 
Filing date .................................................................................. .5 

Goods and services tax (GST) credit ................................. :: . ..6 

Home Buyers’ Plan .................................................................. .8 

1 nvestment mcome .................................................................... 7 

Page 

Late-filing of the return ........................................................... 5 
Legal representative ................................................................. 4 
Losses ....................................................................................... 16 

Media1 expenses ................................................................... 10 

Net capital losses incurred before the year of death ........ .17 
Net capital losses incurred in the year of death ................. 17 

Optional returns ..................................................................... 10 

P ensmn mcome amount .......................................................... 9 
Pensioninconie ......................................................................... . 
Provincial or territorial tax and credits ................................ 10 

Recaptures .............................................................................. 14 
Refund or balance owing ....................................................... 10 
Registered retirement income fund (RRIF) income ............ .8 
Registered retirement swings plan (RRSl’) income 

and contributions .............................................................. 7, 8 
Return for a partner or proprietor ........................................ 11 
Return for income from a testamentary trust ..................... 12 
Return for rights or things ..................................................... 11 

Spousal amount ........................................................................ 9 
Steps on the tax return 

Step 1 - Identification .......................................................... .5 
Step 2 - Goods and services ta (GST) credit .................... 6 
Step 3 - Total income ............................................................ 6 
Step 4 -Taxable income ....................................................... 8 
Step 5 - Non-refundable tax credits ................................... 9 
Step 6 - Refund or Balance owing .................................... 10 

T erminal losses ....................................................................... 14 



Are you the kgal representative? 
If you are an executor, an administrator, or a liquidator, 
you cari be the legal representative of a deceased person. 

Executor - This is someone a Will names to act as the legal 
representative to handle a deceased person’s estate. 

Administrator - There may not be a Will, or the Will may 
not name an executor. In this case, a court Will appoint an 
administrator to handle the deceased’s estate. An 
administrator is often the spouse or the next of kin. 

Liquidator - In Quebec, the liquidator is responsible for 
liquidating a11 estates established after December 31,1993. 
For estates with a Will, the liquidator’s role is similar to that 
of an executor. For estates without a Will, the liquidator acts 
as the administrator of the estate. 

What are your responsibilities as the 
legal representative? 
This guide deals only with your responsibilities under the 
Income Tax Acf. Under the Act, it is your responsibility to 
file a11 required returns, make sure a11 taxes owing are paid, 
and to let the beneficiaries know which of the amour& they 
receive from the estate are taxable. 

As the legal representative, you are responsible for filing a 
return for the deceased for the year of death. This return is 
called the final retirn. See Chapter 1 for details. 

In addition, you also bave to file any returns for previous 
years that the deceased person did net file. If the person did 
not lave records about these returns, or if you cannot tel1 
from existing records whether or not the returns were filed, 
contact us. If you bave to file a return for a year before the 
year of death, use a General Income Tax Return. 

You may also bave to file a Form T3, Trust Income Tax and 
Information Refurn, for income the estate earned after the 
date of death. For details. see the T3 Guide and Trust Refurn. 

A s the legal representative, you may want to get a 
clearance certificate. If you do not get a certificate, you 

cm be liable for any amount the deceased owes. 

We cannot give you a clearance certificate until you file a11 
the required income tax returns and you receive the Notice 
of Assessmenf for each of them. Also, you Will bave to pay or 
secure dl amounts owing. 

Use Form TX19, Askingfor a Clearance Cerfificafe, to ask for a 
certificate. You cari get Form TX19 from us. Once you 
complete the form, send it to us. Do net include FormTX19 
with a tax return. 

A certifiate covers a11 tax years to the date of death. It is 
not a clearance for any amounts a trust owes. 

If you ceed more details about clearance certificates, 
contact your tax services office. You ca* also get 
Information Circular 82-6R, Clearance Cerfificafe. 

H ere are some common questions and answers you may 
want to look at before you read this guide. 

Q. Can 1 deduct funeral expenses? 

A. No. These expenses are net deductible. 

Q. Who reports a death benefit that an employer pays? 

A. A death benefit is income of the estate or beneficiary 
that receives it. Up to $10,000 of the total of a11 death 
benefits paid is net taxable. For details, sec line 130 in 
the General Income Tax Guide. 

Q. Who reports amants an employer pays for vacation 
and unused sick leave? 

A. Vacation pay is income of the deceased person. 
Pay*ent for unused sick leave is often income of the 
estate or beneficiary that receives it. In some cases, sick 
leave payments cari be a death benefit. For details, see 
Iine 130 in the General Incorne Ta Guide. 

Q. On what return do 1 reoort Canada Pension Plan or 
Quebec Pension Plan benefits for the deceased? 

A. 

Q. 

A. 

A Canada Pension Plan or Quebec Pension Plan (CI’Por 
Ql’l’) death benefit shown in box 18 of Form T4A0’), 
Sfafemenf of Canada Pension Plan 13enefits, bas to be 
reported on the tax return of the beneficiary or trust 
that receives it. Do not report the amount on the 
deceased’s return. This benefit is net eligible for the 
$10,000 death benefit exemption. It is net like a death 
benefit that an employer pays. You bave to report a11 
other CPPor QPI’benefits on the deceased’s return. 

If the deceased person was paying tax by instalments, 
do 1 bave to continue making those instalment 
payments? 

No. The only instalment payments we require are those 
that were due before the date of death. 

T’ hs chapter explains the requirements for filing the final 
return. as well as how to comolete it. We define some of 

the terms &e use in this chapter on page 18. 

On the final return, report a11 of the deceased’s income from 
January 1 of the year of death, up to and including the date 
of death. Report income earned after the date of death on 
Form T3, Trust Income Tax and Information Refurn. For 
details, see the T3 Guide nnd Trust Rt!furn. 
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,,, 
Tax tip ,,“,,, 

In addition to the fi~al~return,~you’~~~ cl+w+ to fiIe:tip’, ~ 
to three optional retors for the’+xwof,death., :‘~:,, ~:’ 11,: 
Information about, the deceased’s,income sources,~will’~~ 
help.you determine if yo$ sasi file ‘an$ c$ the? optio~al: ‘, ‘,: 
retorns. 

For ino&details, see,“Çhaptet? 2 - Opiioll returns’: km ‘:” 
page 10. ,: r, ,,“‘,,, ,,, 

You do pot baye to file any of,theoptional,returns.: ,,‘: ,‘, 
However, by’choqsirig to file: oiw~or, more ,of, the ie$$ 
you may reduke or eliininate~ tax that.you kould ,, i,: ,‘: 

,otherwise bave topay for the ~,ec~?a~d. 
.‘, 

You do not report the same income’bn b&h the fitil,& 
an qptional;return. Ho+ver,~,yp~~can c+n certain,:‘,‘,:;. ,;, 
credits and d+iqtions, on ,tigre: th$one returxi. In’th~s 
regard, there +y bea tax’advantage ifyou file,ofi~~or:‘~‘~ 
‘more of,ihe,o$tio$ak returnsin~?ddition,to the fi@ : :,‘,, :’ :: 
~return. ,~., : 

What date is the final retum due? 
Generally, the final retorn is due on or before the following 
due dates: 

Period when dèath occurred Due date for the return 

January 1 to October 31 April30 of the following 
year 

November 1 to December 31 Six months after the date 
of death 

If the deceased or the deceased’s spouse was carrying on a 
business in 1996 (unless the expenditures of the business 
are primarily in connection with a tax shelter), the 
following due dates apply: 

Peiod when death occurred Due date for the retum 

January 1 to December 15 June 15 of the following 
yt?Fl* 

December 16 to December 31 Six months after the 
date of death 

TA tip, ,: ‘, 
If a pqson,$es aftei De&&&3$ @$;‘,<L$ b&re,the, ,,,’ ‘! 
filing due date fqhia, pq her~ietuin; ahd &Or +hc &i ‘,, 1: ,‘! 
not filed a réttirg for !996;,the d~é,d+e~,t~+, ret+is’,I, ,: 
six mo#.i after tlwd&e +f death: 

j 

The deceased’s Will or a.court order may set up a spousal 
trust. When certain debts of the deceased or the estate are 
being handled through a spousal trust, the due date for the 
final return is extended to 18 months after the date of 
death. However, any taxes owing bave to be paid by the 
due date shown in the section called “What is the due date 
for a balance owing” on this page. For more details, get the 
T3 Guide and Trust Return and Interpretation Bulletin 
IT-207, “Tainted” Spouse Trusts. 

What happens if you file the retum 
late? 
If you file the return late and there is a balance owing, we 
Will charge a late-filing penalty. The penalty is 5% of any 
balance owing, plus 1% of the balance owing for each full 

month that the return is late, to a maximum of 12 months. 
The latefiling penalty could be higher if we charged a late- 
filing penalty on a return for any of the three previous 
years. Even if you cannot pay the full amount owing by the 
due date, you cari avoid this penalty by filing the return on 
time. 

We may waive this penalty and interest if you file the 
return late because of circumstances beyond your control. If 
this lxappens, include a letter with the return giving the 
reasons why you filed the returnlate. Information 
Circular 92-2, Guid&es for the Cancellation kd Waiver of 
Interest and Penalties, gives more details. 

The due date for a balance owing on a final return depends 
on the date of death: 

What is the due date for a balance 
owing? 

Period when death occurred Due date for the amount 
owing 

January 1 to October 31 April30 of the following 
y%?* 

November 1 to December 31 Six months after the 
date of death 

If you do not pay the amount in full, we Will charge interest 
on the unpaid amount from the due date to the date you 
pay the amount owing. 

Note 
In some cases, you cari delay paying part of the amount 
due. For instance, you cari delay paying part of the 
amount owing from rights or things (sec page 10, and 
the deemed disposition of capital property (sec page 13). 

If you want to delay payment, you Will bave to give us 
security in place of the amount owing. For more details, 
contact the Revenue Collections Division of your tax 
services office. 

You also bave to complete Form T2075, Election to Defer 
Payment of Income Tax, under Subsection 2596% of the 
lncome Tax Act by a Deceased Taxpayer’s Legal 
Representative or Trustee. You cari get this form from us. 

How to complete the final return 
In this section, we briefly caver the most common lines on a 
return that apply to a deceased person. For details on these 
and other lines on a retorn, see the guide that came with 
the income tax return. Remember, if the types of income 
you want to ieport, or the deductions or credits you want 
to claim are not on the income tax return that you bave, get 
a General income tax package. 

Step 1 - Identification 
In this area of the return: 

. write “The Est& of the Late” before the name of the 
deceased; 

n give your address as the retorn address; 



. ensure the province or territory of residence on 
December 31 is the one where the deceased was living 
when he or she died; and 

n enter the date of death on the proper line. 

If you use a return with a label on it, make sure the 
information on the label is correct. 

Step 2 - Goods and services tax (GST) credit 
Sine there is no GST credit for the year of death, do net 
complete the GST credit area when you file the final return. 

It is possible that the deceased was receiving GST credit 
payments, based on his or her claim from the previous year, 
If thés is the case, read the following paragraphs to find out 
what to do. 

We may send out GST credit payments after a person dies 
because we do not know about his or her death. If this 
happas, you bave to return the payments to us. Also, 
please give us the date of death SO we cari update ou 
records. 

Persons receiving the GST credit for self and for spouse 
A person may die after claiming the GST credit for himself 
or herself, and for a spouse. If this happas, the spouse cari 
contact us and ask to receive the rest of the payments. If the 
spouse did not file a rehnn for the previous year, he or she 
has to do so before requesting the remaining payments. 

Persons receiving the GST credit for self but not for 
spouse 
A person’s claim for the GST credit may not bave included 
his or her spouse, or the person may not bave had a spouse. 
In either case, if a person dies before we send out a GST 
credit payment, no one else cari receive the payment. We 
cannot make any more payments in that person’s name, or 
to the Mate. 

If a person dies during or after a month in which we send 
out a payment, return the cheque to us. We Will then send 
the payment to the person’s estate. 

Step 3 -Total income 
TO complete the income part of the return, you need to 
determine the deceased person’s income from all sources. 
The person’s return for the previous year may help you. 

Also, find out what amounts may be owing to the Mate of 
the deceased because of his or her death. You Will get this 
information from payes. Payer~ include employers, banks, 
trust companies, stock brokers, and pension plan managers. 
A safety deposit box may contain details about.sources of 
income and benefits. 

When you file a rehxn, you may need to contact payers to 
get information slips. For example, from an employer you 
would get a T4, Statement ofRemuneration I%d, and from a 
bar& or trust company you would get a T5, Statement of 
Investment Income. The payer Will know which information 
slip to issue. 

Eve” if you cannot get any slips, you bave to report a11 
incorne. You cari claim any related deductions. If a slip is 
net available, ask the payer to give you a note that states 

the income and deductions. Attach this note to the return. If 
you cannot get a note from the payer, estimate the income 
and deduction amounts. Then, attacha note to the return 
giving the amounts and the payer’s name and address. 

Report amounts that are paid regularly, even if the person 
did not receive them before he or she died. Some examples 
of these amounts are salary, interest, rat, royalties, and 
most annuities. These amounts normally accrue in equal 
daily amounts for the~ time they are payable. 

There are two types of amounts that do not accrue in equal 
,daily amounts: 

. amounts receivable by the deceased, but not payable to 
the deceased on or before the date of death; and 

. amounts from some annuity contracts that the Income Tax 
Act considers to bave been disposed of on death. 

For more details about amounts receivable on or before the 
date of death, sec the section called “Return for rights or 
things” on page 11. You cari also read Interpretation 
Bulletin IT-210, Income of Deceased Persans - Periodic 
Payments. 

Amounts an employer pays to the deceased person’s 
estate 
There may be amounts that an employer Will pay to a 
deceased employee’s estate. For these amounts, an 
employer Will usually complete a T4 or T4A slip. 

Some of the amounts an employer pays Will be part of the 
deceased’s employment income for the year of death. 
Report these amounts on the final return. The amounts are 
employment income even if they are received in a year after 
the year of death. Box 14 of the T4 slip should include the 
following amounts: 

. salary or wages (including overtime) from the end of the 
last pay period to the date of de&; 

. salary or wages (including overtime) for a pay period 
finished before the date of death, but paid after death; 
and 

. payment for vacation lave earned but not taken. 

The employer may change any of these amounts later 
because of an agreement or promotion. If the document that 
allows the change was signed before the date of death, 
report these additional amounts on the final return. 
However, if the document was signed after the date of 
death, the additional amounts are net taxable. 

Some amounts may be rights or things, and yoU may be 
able to report them on an optional return. Sec the section 
called “Return for rights or things” on page 11 for details. 

Some of the amounts an employer pays are income for the 
estate. Do not report these amounts on the final return. 
Instead, report them on Form T3, Trust Income Tar and 
Information Return. Look for est& income amounts in 
boxes 18 or 28 of the T4A slip. These amounts include: 

. salary or wages, and any adjustments the employer pays 
for the period after the date of death; 

l a payment for the full month in which the employee 
died, if he or she was not getting paid but was on 
authorized lave; 

6 



. sever~nce pay received because of the death (since tbis is 
a death benefit, an amount up ta $10,000 may be 
ta-free); 

. future changes ta severance pay, no matter when the 
collective agreement was signed; 

i a refund of pension contributions payable because of the 
death; 

. a guaranteed minimum pension payment that is net a 
death benefit; and 

. a payment from a deferred profit-sharing plan 

Lines 101 to 104 - Employment incorne 
Report a11 salary or wages received from January 1 ta the 
date of death. Also include amounts that accrue from the 
start of the pay period in which the employee died ta the 
date of death. 

Lines 113 to 115 - Pension income 
Report a11 pension incarne received from January 1 ta the 
date of death. Do not include on line 113, the “Net federal 
supplements paid” from box 21 of the T4A(OAS) slip. 
Report this,amount on “Line 146 -Net federal 
supplements.” You may be able ta claim a deduction for 
this amount on “Line 250 - Other payments deduction.” 

If the deceased persan received annuity payments from a 
registered retirement incarne fund (RRIF) for the period 
from January 1 ta the date of dath, report that incarne on 
the final return. If the deceased was 65 or older, report the 
RRIF incarne on line 115. Also report the RRIF incarne on 
line 115 if the deceased was under 65 but received the RRIF 
payments because his or her spouse died. In a11 other cases, 
report the RRIF incarne on line 130 of the return. For more 
information, sec the section called “Registered retirement 
incarne fund (RRIF) incarne” on page 8 of this guide. 

When a persan dies, a pension plan or fund may paya 
lump sum ta the spouse, a Child, or the est&!. An example 
of a lump sum is the death benefit from the Canada Pension 
Plan or Quebec Pension Plan. A lump sum is usually 
incarne of whoever receives it. 

For more details on how ta report lump-sum payments, sec 
lines 114 and 130 in the guide that came with the incarne 
tax return. You may also want ta read Interpretation 
Bulletins IT-301, De& Benefits - Qualijying Payments, and 
IT-508, De& Benefits - Calcuhtion. 

Note 
If the deceased received Old Age Security pension or net 
federal supplements and the deceased’s net incarne 
before adiustments (line 234) is more than $53.215. a11 or 
part of th& benefits may bave ta be repaid. For details, 
sec line 235 in the General Incorne Tax Guide. If you are 
using a Special Income Tax Guide, you cari also find details 
at line ‘235 in that guide. 

Line 119 - Employment Insurance (El) benefits 
Report any EI benefits the deceased received before death. 
If the deceased received EI benefits in 1996 and the 
deceased’s net incarne before adjustments (line 234) is more 
than $48,750, part of these benefits may bave ta be repaid. 
For details, sec line 235 in the General Incorne Tar Guide. If 

you are using a Specinl Income Tax Guide, you cari also find 
details at line 235 in that guide. 

Lines 120 and 121 - Investment income 
Report investment incarne received from January 1 ta the 
date of death. This type of incarne includes dividends and 
interest. Also include the following: 

. amounts earned from January 1 ta the date of death that 
bave net been paid; 

n bond interest earned from the last time it was paid ta the 
date of death, if the deceased did net report it in a 
previous year; and 

n compound bond interest accrued ta the date of death, if 
the deceased did net report it in a previous year. 

You cari report some types of investment incarne as rights 
or things. Sec the section called “Return for rights or 
things” on page 11 for details. 

Line 127 -Taxable capital gains 
Sec Chapter 3 for details about this type of incarne. 

Line 129 - Registered retirement savings plan (RRSP) 
income 
When a persan dies, he or she may bave an RRSP. At the 
time of death, the RRSP may or may net bave matured. 
Depending on the situation, the amount you include in the 
deceased’s incarne cari vary. 

A matured RRSP is one that is paying retirement incarne. It 
usually pays monthly annuity payments. 

For a matured RRSP, report on line 129, the RRSP payments 
the annuitant received from January 1 ta the date of death. 
If, because of the annuitant’s death, his or her surviving 
spouse begins receiving the remaining annuity payments 
from the plan, the surviving spouse has ta report the 
remaining payments as incarne. 

The spouse may bea beneficiary of the estate instead of a 
beneficiary of the deceased’s RRSP. If this is the case, you 
and the spouse cari jointly elect, by telling us in writing, ta 
treat the amounts paid from the RRSP ta the estate as being 
paid from the RRSP ta the spouse. A copy of the written 
election has ta be atiached ta the return of the surviving 
spouse. The election has ta specify that the surviving 
spouse is becoming the annuitant of the RRSl’. 

If the amounts from the RRSP are paid ta a beneficiary 
other than the deceased’s spouse, sec the incarne tax guide 
called RRSPs and 0th~ Registered Plans for Retirement for 
more information. 

An unmatured RRSP is one that does net yet pay 
retirement incarne. 

We consider a deceased RRSP annuitant ta bave received, 
immediately before death, an amount equal ta the fair 
market value (FMV) of a11 the property of the unmatured 
plan at the time of death. The FMV of the property is 
show” in box 34 of the T4RSP slip issued in the’deceased 
person’s name. You bave ta include this amount in the 
deceased’s incarne for the year of death. 

If a11 of the property held in the RRSP is paid (as specified 
in the RRSP contract) ta the surviving spouse, and that 
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payment is transferred to the surviving spouse’s RRIF, 
RRSP, or to an issuer to buy an eligible annuity for the 
surviving spouse, a T4RSP slip Will net be issued in the 
deceased’s name. In this case, the surviving spouse has to 
report the payment as income and is eligible to claim a 
deduction equal to the amount transferred. 

If a T4RSI’slip showing the FMV of the plan at the time of 
death is issued in the name of the deceased, you may be 
able to reduce the amount you include in the deceased’s 
income. For details, see Form T2019, Death ofan RRSD 
Annuitant - Refund ofPremiums, and the income tax guide 
called RRSPs and Other Registered Plans for Retirement. 

Home Buyers’ Plan 
The deceased may bave participated in the Home Buyers’ 
Plan. If SO, the deceased would bave inade a withdrawal 
from his or her RRSP and may bave been making 
repayments to the RRSP. In this case, include on line 129, 
the total of a11 amounts that remain to be repaid at the time 
of death. 

However, you do not bave to report these amounts when 
you and the surviving spouse jointly elect to bave the 
surviving spouse continue to make the repayments. For 
more information, see the pamphlet called Home Buyers’ 
Plan (HBPI - For 1997 Participants. 

Lines 130 to 146 - Other types of income 
Use these lines to report other types of income. Remember, 
if the income tax package you bave does net caver the types 
of income you want to report, you cari get a General income 
tax package from us. 

Registered retirement income fund (RRIF) income 
When a person dies, he or she may bave a RRIF. Depending 
on the situation, the amount you include in the deceased’s 
income cari vary. 

If the deceased received annuity payments from a RRIF for 
the period from January 1 to the date of death, see 
“Lines 113 to 115 - Pension income” on page 7. 

If the annuitant elected to bave the RRIF payments 
continue to his or her spouse after death, the surviving 
spouse has to report the remaining payments as income. 

If the annuitant did net elect to bave the RRIF payments 
continue to his or her spouse, the spouse cari still become 
the annuitant of the RRIF after the annuitant’s death. This is 
the case if the legal representative consents to the 
deceased’s spouse becoming the annuitant, and the RRIF 
carrier agrees to continue the payments to the surviving 
SpOUS2. 

If the payments do net continue to the spouse, we consider 
a RRIF annuitant to bave received, immediately before 
death, an amount equal to the fair market value (FMV) of 
the plan at the time of death. The FMV of the property is 
shown in box 18 of the T4RIF slip issued in the deceased 
person’s name. You bave to include this amount in the 
deceased’s income for the year of death. However, you may 
be able to reduce the amount you include in income. For 
details, sec Form T1090, Death ofa RRIF Annuifant - 
Designated Benefit, and the income tax guide called RRSPs 
and Other Registered Plans for Retiremenf. 

If a11 of the property held by the RRIF is paid (as specified 
in the RRIF contract) to the surviving spouse, and that 
payment is transferred to the surviving spouse’s RRIF, 
RRSP, or to an issuer to buy an eligib1.e annuity for the 
surviving spouse, a T4RIF slip Will net be issued in the 
deceased person’s name. In this case, the surviving spouse 
has to report the payment as income and may be eligible to 
claim a deduction equal to the amount transferred. 

Reserves in the year of death 
Sometimes, when a person sells property, some of the 
proceeds are net payable until after the year he or she sells 
it. Similarly, if a person is self-employed, he or she may 
bave amounts that will be received in a later year for work 
done this year. An example would be for work in progress. 

Usually, a person cari deduct from income the part of the 
proceeds that are net payable until a later year. This is 
called a reserve. 

In most cases, you cannot deduct a reserve in the year of 
dearh. However, there may be a transfer, to a spouse or 
spousal trust, of the right to receive the proceeds of 
disposition or the income owing. When this happas, the 
legal representative and the beneficiary cari choose to claim 
a reserve on the deceased’s retorn. To do this, complete 
Form T2069, Election in Respect of Amounts Net Deductible as 
Resen>es for the Year of Death, and attacha copy to the 
deceased’s return. 

This choice Will be available only if the deceased was 
resident in Canada right before death. In the case of a 
transfer to a spouse, the spouse also has to bave been 
resident in Canada right before the deceased’s death. In the 
case of a transfer ta a spousal trust, the trust has to be 
resident in Canada right after the proceeds or income 
become locked in for the trust. For the meaning of locked 
in, see page 19. 

The spouse or spousal trust includes in income an amount 
equal to the reserve that is on Form 1‘2069. The spouse or 
spousal trust has ta include this income on the return for 
the first tax year after death. You bave to attacha copy of 
Form T2069 to that return. 

Step 4 -Taxable income 
Line 208 - Registered retirement swings plan (RRSP) 
contributions 
Use this line to deduct RRSP contributions the deceased 
made before his or her deafh. These i,nclude contributions 
to both the deceased’s RRSPs and those of the deceased’s 
spouse. After a person dies, no one cari contribute to the 
deceas@s RRSPs. 

You cari also deduct amounts you contribute after the date 
of death for the deceased to an RRSP of the deceased’s 
spouse. You bave up to 60 days after the end of the year in 
which the death occurred to contribate these amounts. 

The amount you cari deduct on the deceased’s return for 
1996 is usually based on the deceased’s 1996 RRSP 
deduction limit. You cari also deduct amounts for 
contributions the deceased made for certain income the 
deceased received and transferred to an RRSP. 

For more information, see the income tax guide called 
RRSPs and Other Registered Plans for Retirement. 
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Line 237 - Accumulated forward-averaging amount 
withdrawal 
There may be an accumulated forward-averaging ?mount. 
As the legal representative, you bave three choices: - 

n You cari ignore the amount. If you do this, there Will be 
no tax effect on the deceased’s income. 

n For the year of death, you cari include a11 or part of the 
amount as income. When you do this, we may tax the 
amount at a lover rate. TO make this choice, complete 
Form T581, Forward Averaging Tax Credits. If you include 
only part of the amount, there is no tax effect on the pêrt 
you did net include. 

. You cari ask for a three-year carryback of the part you 
did net include as income in the second choie. TO do 
this, complete Form T541, Forward Averaging Tax 
Calculation - Deceased Individu&. 

You cari get Forms T581 and T541 from us. Send us the 
completed forms on or before the due date for the final 
return. 

Line 253 - Net capital losses of other years 
Sec Chapter 4 for details about these losses. 

Step 5 - Non-refundable tax credits 
Persona1 amounts 
If the deceased lived in Canada from January 1 to the date 
of death, daim the full~personal amounts. Do net prorate 
the persona1 amounts. 

If the deceased lived outside Canada for part of the time 
between January 1 and the date of death, you may bave to 
prorate the persona1 amounts. If the deceased immigrated 
to Canada in the year of death, sec the income tax pamphlet 
called Newcorners to Canada. If the deceased emigrated from 
Canada in the year of death, sec the income tax pamphlet 
called Emigrants and Income Tax. 

Line 300 - Basic persona1 amount 
Claim the full basic persona1 amant for the year, 

Line 301 -Age amount 
If the deceased was 65 or older on the date of death, and the 
deceased’s net income is less than 549,134, you may be able 
to claim a full or partial age amount. The amount you cari 
claim Will depend on the deceased’s net income for the 
year. 

Line 303 - Spousal amount 
Depending on the spouse’s net income for the year, you 
may be able to claim a full or partial spousal amount. Use 
the spouse’s net income for fhe whole year, net just up to 
the deceased’s date of death. 

Line 306 - Amounts for infirm dependants age 18 or 
older 
If the deceased is entitled to claim an amount for an infirm 
dependant who is 18 or older, use the dependant’s net 
income for the whole year, net just up to the deceased’s 
date,of death. 

Line 314 - Pension income amount 
The deceased may bave received eligible pension incorne 
before fhe date of death. If this is the case, you may be able 
to claim the pension income amount of up to $1,000. 

Line 316 - Disability amount 
You cari claim a disability amount if both of these 
conditions are met: 

. The deceased had a severe mental or physical 
impairment in the year. A severe impairment is one that 
markedly restricts the basic activities of daily living. It 
bas to last, orbe expected to last, for a continuous period 
of at least 12 months. 

. The deceased or someone else has net claimed media1 
expenses for a full-time attendant that are more than 
$10,000, or for full-time tare in a nursing home bec~use 
of the impairment. 

In some cases, you cari claim both the disability amount 
and either expenses for attendant tare that allowed the 
deceased to earn income (line 21,5), or expenses for full-time 
or part-time attendant tare provided in Canada that are net 
more than $10,000 as a media1 expense (line 330). 

For more details on the disability credit, sec the pamphlet 
called Tax hformation for People with Disabilities, and 
Interpretation Bulletin IT-519, Medical Expense and Disability 
Tax Credits and Attendant Cure Expense Deduction. 

Line 318 - Disability amount transferred ftom a 
dependant other than your spouse 
If the deceased had a dependant who is entitled to claim a 
disability amount, you may be able to claim a11 or a part of 
the dependant’s disability amount. 

Line 326 - Amounts transferred from your spouse 
Sometimes there are amounts that a spouse does net need 
to reduce his or her tax to zero. In these situations, you cari 
transfer the unneeded amounts to the deceased’s final 
return. 

Also, the deceased may bave amounts that are net needed 
to reduce his or her tax to zero. If this is the case, you cari 
transfer the unneeded amounts to the spouse’s return. 
However, before you cari do this, you bave to reduce the 
tax to zero on the final return you.file for the deceased. 

For either situation, vou cari transfer the following 
amounts: 

Line 305 - Equivalent-to-spouse amount 
If the deceased is entitled to claim the equivalent-to-spouse 

. age amount (line 301) if the spouse was 65 or older; 

amount, use the dependant’s net income for the whole year, . pension incorne amount (line 314); 

net just up to the deceased’s date of death. 
n disability amount (line 316); and 

. tuition fees (lire 320) and education amount (line 322). 



Line 330 - Medical expenses 
You cari claim medical expenses that are more than the 
lower of: 

. $1.614: or 

Sometimes, a gift cari be capital property. At the time the 
deceased gives the property, its fair market value may be 
more than its adjusted cost base. We define fair market 
value and adjusted cost base on page 19. 

n 3% of the deceased’s total net income from line 236 of a11 
returns for the year of death. 

The expenses cari be for any 24-month period that includes 
the date of death, as long as no one has claimed them on 
any other retirn. 

Attach the receipts for medical expenses to the return. For 
more details on medical expenses, sec line 330 in the 
General or Special Income Tax Guide. If you are using a TlS-A 
Income Tax Guide, you cari also find details at line 330 in that 
guide. 

When the fair market value is more than the adjusted cost 
base, you cari choose, as the amount of the gift, an amount 
that is not more than the fair market value but not less than 
its adjusted cost base. The amount you choose is the 
deceased’s proceeds of disposition for the gift. Use this 
amount to determine the credit for the gift. Note that this 
may result in a capital gain. 

For more information about charitable donations, sec the 
pamphlet called Giffs and Zncome Tu 

Line 340 -Charitable donations 
Use tbis line to claim charitable donations the deceased 
made before the date of death. Support these claims with 
officia1 receipts that the registered charity or other qualified 
donee has issued. 

If the gift is a gift to Canada, a province, or a territory, or a 
gift to a designated institution of property certified by the 
Canadian Cultural Property Export Review Board, sec 
line 342 in the General Incorne Tax Guide and the pamphlet 
called Gifts and Income Tax. 

In addition, you cari claim charitable donations made 
through the Will, as long as you support the donations. The 
type of support you bave to provide depends on when the 
registered charity or other qualified donee Will receive the 
gift: 

Step 6 - Refund or balance owing 
You Will find the details you need about ta and credits in 
the section called “Refund or balance owing” in the guide 
that came with the income tax return. 

. For gifts that Will be received right away, provide an 
officia1 receipt. 

n For gifts that Will be received at some later time, provide 
a copy qf each of the following: 

- the Will; 

Minimum tax does not apply to a person for the year of 
death. However, the’deceased may bave paid this tax in 
one or more of the seven years before the year of death. If 
this is the case, you may be able to deduct from the tax 
owing for the year of death, part or a11 of the minimum tax 
the deceased paid in those years. TO do this, complete Part 
VIII of Form T691, Calculation ofMinimum Tax. Include 
Form T691 with the return. 

- a letter on behalf of the estate to the charitable Provincial and territorial tax credits 
organization that Will receive the gift, advising of the Both territories and some provinces bave tax credits that 
gift and its value; and are available throwh the federal tax svstem. See the 

- a lette from the charitable organization 
acknowledging the gift and stating that it Will accept 
the gift. 

provincial or territ&al forms in the i&ome tax package 
you are using. 

The deceased may bave donated amounts in the five years 
before the year of death. As long as the deceased did not 
claim the amounts before, you cari claim them in the year of 
death. Attacha note to the return to tel1 us about the 
amounts and the year or years the deceased made the 
donations. 

The most you cari claim on line 340 of the final return is the 
lower of: 

. amounts donated in the year of death (including gifts by 
Will), plus any amounts donated in the five years before 
the year of death, if the deceased did not claim them 
before; or 

On the return(s) for the year of death, you may not be able 
to claim a11 of the gifts the deceased gave in the year of 
death. In that case, you cari ask us to adjust the deceased’s 
return for the preceding year to include the unused part of 
these gifts. 

0’ 
ptlonal rehxns are returns on which you report some 
of the mcome that you would otherwise report on the 

final return. By filing one or more of the optional returns, 
you may reduce or eliminate tax that you would otherwise 
bave to pay for the deceased. This is possible because you 
cari claim certain amounts more than once, split them 
between returns, or claim them against specific kinds of 
income. 

You cm choose to file up to three optional returns (also 
known as “elective” returns). The optional returns are for 
income from: 

m rights or things; 

. activity as a partner or proprietor; or 

. a testamentary trust. 
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Note 
Do not confuse the optional return for incarne from a 
testamentary trust with Form T3, Trust Income Tax and 
Information Refurn. After someone dies, a Will may create 
a trust. You report incarne earned after the date of death 
on a T3 form. For more information, sec the T3 Guide and 
Trust Return. 

What are the three optional returns? 
1. Return for rights or things 
Rights or things are amounts that were not paid at the time 
of death and that, had the persan not died, would bave 
been included in his or her income when received. There 
are rights or things from employment and other sources. 

= eligible capital property and capital property; 

. resource properties; 

. land in the deceased’s business inventory; and 

. incarne from an incarne-averaging annuity contract. 

How to file-If you decide ta file a return for rights or 
things, you Will need ta: 

m get a General return; 

. write “70(2)” in the top right corner of page 1 of the 
return; and 

You bave ta file this return and psy any amount owing by 
the later of: 

. follow the instructions for completing a return in this 
guide and the guide that came with the incarne tax 
retorn. 

You cari file a return for rights or things ta report the value 

file a return for rights or things, you bave ta report a11 
of the rights or things at the time of death. However, if you 

rights or things on that return, except those transferred ta 
beneficiaries. You cannot split rights or things between the 
final return and the rights or things return. 

n 90 days after we mail any Notice of Assessmenf or Notice of 
Reassessment for the final return; or 

m one vear after the date of death. 

If you transfer rights or things to a beneficiary, you bave ta 
do SO within the time limit for filing a return for rights or 
things. Report the incarne from the transferred rights or 
things on the beneficiary’s return. Do not include the 
incarne from the rights or things on the deceased’s return. 

In some cases, you cari delay paying part of the amount 
due. For instance, you cari delay paying part of the amount 
owing from rights or things. Remember that we charge 
interest on any unpaid amount, from the due date ta the 
date you pay the amount in full. 

Employment rights or things 
Employment rights or things are salary, commissions, and 
vacation pay, as long as both of these conditions are met: 

. the employer owed them ta the deceased on the date of 
death; and 

. they are for a pay period that ended before the date of 
death. 

Other rights or things 
Other rights or things include the following: 

. uncashed matured bond coupons; 

. bond interest earned ta a payment date before death, but 
not paid and not reported in previous years; 

n unpaid dividends declared before the day the persan 
died; 

If you want ta delay payment, you Will bave ta give us 
security in place of the amount owing. You also bave to 
complete Form T2075, Election fo Defer Payment of Income 
Tax, under Subsection 2.596) of the Incorne Tax Acf by a 
Deceased Taxpayer’s Le& Representafive or Truste. For more 
details, contact the Revenue Collections Division of your 
tax services office. 

How to cancel a return for rights or things - You may file a 
return for rights or things before the due date, but later 
want ta cancel it. We Will cancel the return if you send us a 
note asking us ta do this. You bave to send the note by the 
due date for the rights or things return. 

2. Return for a patiner or prbprietor 
A deceased persan may bave been a partner in, or the sole 
proprietor of a business. The business may bave a fiscal 
vear that does not bezin or end on the same dates as the 
calendar year. If the Ferson died after the business’s fiscal 
period ended but before the end of the calendar year in 
which the fiscal period ended, you cari file an optional 
return for the deceased. 

. supplies on hand, inventory, and accounts receivable if 
the deceased’s business used the cash method; 

. harvested farm crops; and 

. livestock that is not part of the basic herd. 

For more details about rights or things, sec Interpretation 
Bulletins IT-212, Income of Deceased Persans - Righfs or 
Things, and its Special R&ase, IT-234, Incorne of Deceased 
Persans - Farm Crops, and IT427, Liuestock of Famers. 

Some items that are not rights or things include: 

n amounts that accrue periodically, such as interest from a 
bank account; 

n bond interest accrued between the Iast interest payment 
date before the person died and the dati of death; 

On this return, report the incarne for the time from the end 
of the fiscal period ta the date of death. If you choose not ta 
file this optional return, report a11 incarne on the final 
return. 

Example 
A persan who had a business died on May 28,1996. The 
business has a Mach 31 fiscal year end. You bave two 
choices when you report the person’s 1996 incarne: 

. One choice is to file only a final return. You would 
include on it the business income from April 1,1995, ta 
May 28,1996. 



n The other choie is to file a retur” for a partner or 
proprietor in addition to the final return. On the final 
rehxn, include business income from April 1,1995, to 
March 31,1996. On the return for a partner or proprietor, 
report the business income from April 1,1996, to 
May 28,1996. 

How to file-If you decide to file a return for a partner or 
proprietor, you Will need to: 

n get a General return; 

. write “150(4)” in the top right corner of page 1 of the 
return; and 

. follow the instructions for completing a return in tks 
guide and the General Income Tar Guide. 

You bave to file this optional retur” and pay any amount 
owing, when the final return is due. Sec the sections called 
“What date is the final return due?” and “What is the due 
date for a balance owing?” on page 5. 

3. Retum for income from a testamentary 
trust 
You ca” file an optional return for a deceased perso” who 
received income from a testamentary trust. This kind of 
trust is set up as a result of another person’s death. The 
trust may bave a fiscal period that does net begin or end on 
the same dates as the calendar year. 

A perso” getting incorne from a testamentary trust may die 
after the trust’s fiscal period ends. If this happens, you ca” 
file a return for the deceased’s income from this trust for 
the time from the end of the trust’s fiscal period to the date 
of death. 

Example 
A husband gets income from a testamentary trust. The trust 
was formed as a result of his wife’s death. The fiscal year of 
the trust is from April 1 to March 31. The husband died on 
June 11,1996. You bave two choies when you report the 
husband’s income from the trust: 

n One choice is to include the trust income from 
April 1,1995, to June 11,1996, on the final return. 

w The other choice is to file a retur” for income from the 
trust in addition to the final retur”. On the final return, 
include the trust income from April 1,1995, to 
March 31,1996. On the retum for income from the trust, 
report the trust income from April 1,1996, to 
June 11,1996. 

How to file - If you decide to file a return for income from 
a testamentary trust, you Will need to: 

n get a General return; 

n write “104(23)(d)” in the top right corner of page 1 of the 
return; and 

n follow the instructions for completing a return in this 
_ guide and the guide that came with the income tax 

rehlrn. 

You bave to file this optional return and pay any amount 
owing by the later of: 

. April30, 1997; or 

. 6 months after the date of death. 

Amounts for optional retums 
There are three groups of amounts you ca” claim on the 
optional returns. They are amounts you ca”: 

n claim in full on each rehxn; 

. split between refuns; and 

. claim only against certain income. 

Amounts you cari daim in fmll on each return 
On each optional return and on the final return, you cari 
claim: 

n the basic persona1 amount; 

. the age amount; 

n the spousal amount; 

l the equivalent-to-spouse amount; and 

. amounts for infirm dependants age 18 or older. 

Amounts you cari split between returns 
There are certain amounts you cannot claim in full on the 
final return and optional retums. However, you ca” split 
these amounts between the returns. 

When you split an amount, the total of the claims cannot be 
more than what would bave been allowed if you were only 
filing the final return. Amounts you ca” split are: 

. disability amount for the deceased; 

. disability amount for a dependant other than a spouse; 

. tuition fees and education amount for the deceased; 

n tuition fees and education amount you transfer from a 
Child; 

. cultural, ecological, and government’gifts; 

donations that are 
you report on that 1 

. medical expenses, which you cari split any way you want 
between the final return and a”y optional retums. 
However, you bave to reduce the total expenses by the 
lover of $1,614 or 3% of the total “et income you report 
on a11 rehnns. 

Example 
In the year a woma” died, her total medical expenses were 
$8,000. You decide to file a rights or things return in 
addition to the final return. The total of her net income on 
the two returns is $40,000. Of fhis, $30,000 is on thhe final 
return and $10,000 is on the rights or things retum. 

You calculate 3% of the total net income C$40,000) as $1,200. 
Because $1,200 is less than $1,614, you reduce the medical 
expenses claim by 51,200. You decide to split the expenses 
to claim $6,000 on the final return, and $2,000 on the rights 
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or things return. Reduce these claims by $900 on the final 
return, and by $300 on the rights or things return. 
Therefore, the deductions for medical expenses are $5,100 
($6,000 - $900) on the final return, and $1,700 
($2,000 - $300) on the rights or things return. 

Amounts you cari claim only against certain 
income 
There are some amounts you cari only claim on those 
returns on which you report the related incarne. The 
amounts are: 

M Canada Pension Plan or Quebec Pension Plan (CPI’ or 
QI’I’) contributions; 

. Employment Insurance premiums; 

. pension incarne amount; 

w employee home relocation loan deduction; 

. stock option and shares deduction; 

= social benefits repayment; and 

. vow of perpetual poverty deduction. 

Example 
Suppose the deceased person’s total employment incarne in 
the year of death was 530,000, and the person’s CPp 
amount was 5800. Of the $30,000, $1,000 is a right or thing. 
Of the 5800, $27 is the CPI’contribution the persan paid on 
the $1,000. You decide ta file a return for rights or things. 

On the final return, you report incarne of $29,000 and claim 
a CPI’ amount of $773. On the return for rights or things, 
you include incarne of $1,000 and claim a CPP amount of 
$27. 

,',,'," 

The amounts you cannot claim on an optional return 
include: 

. amounts you transfer fr0m a spouse; 

n the capital gains deduction; 

. Child tare expenses; 

. lasses from other years; 

m the northern residents deductions; 

. withdrawals from the accumulated-averaging amount; 
and 

. refunds of investment tax credits. 

You may be able ta claim these amounts on the final return. 

1 n thls chapter, we discuss the tax treatment of capital 
property the deceased owned at the date of death. We 

deal with capital property in general, as well as the 
particular treatment of depreciable and farm property. We 
discuss only property acquired after December 31,197~ 

There are special rules for property that a deceased persan 
owned before 1972. For deuils about these rules and for 
information about other property such as eligible capital 
property, resource property, or an inventory of land, 
contact us. 

We define some of the terms we use in this chapter on 
page 18. 

General information 
When a persan dies, we consider that he or she has 
disposed of a11 capital property right before death. We cal1 
this a deemed disposition. 

Also, right before death, we consider the persan ta bave 
received the deemed proceeds of disposition. Even though 
there was not an actual sale, there cari be a capital gain or 
(except for depreciable property) a capital 10s~. 

For depreciable property, in addition ta a capital gain, there 
cari also be a recapture of capital cost allowance. Also, for 
depreciable property, instead of a capital loss there may be 
a terminal 10s~. 

What is a capital gain? 
When the deemed proceeds of disposition of a capital 
property are more than its adjusted cost base, the result is a 
capital gain. Three-quarters of the capital gain is the taxable 
capital gain. Report the taxable capital gain on the final 
return. You may be able ta claim a capital gains deduction. 

What is a capital gains deduction? 
This is a deduction you cari claim for the deceased persan 
against eligible taxable capital gains realized from the 
disposition and deemed disposition of capital property. 

The 575,000 capital gains deduction is no longer available 
for dispositions OI deemed dispositions of capital property 
after February 22,1994. However, if the deceased owned 
capital property at the end of February 22,1994, and has 
net used a11 of his or her $75,000 capital gains deduction, 
you may be able ta file a special election for the deceased. 

This election allows you ta report a capital gain that 
accrued before February 23,1994, on the deceased’s 1994 
incarne tax return and ta claim a capital gains deduction, 
even though the deceased did not actually sel1 the property. 
In most cases, this election had ta be filed by April30,1995. 
However, we Will accepta late election up ta April30,1997, 
if you estimate and pay a penalty when you file the 
election. 

TO find out more about the special election and how ta 
calculate the penalty, sec the Capital Gains Election Package. 
The package includes Form T664, Election to Report a Capital 
Gain on Property Owned at the End of February 22,1994. Do 
net submit an amended 1994 incarne tax return. Instead, 
complete and submit Form T664 along with payment of the 
estimated penalty ta the Enqui&s and Adjustments Section 
at the tax centre where the deceased filed his or her return. 

The $375,000 capital gains deduction for dispositions and 
deemed dispositions of qualified small business 
corporation shares and qualified farm property is still 
available. TO find out what we consider ta be qualified 
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small business corporation shares and for details about the 
capital gains deduction, see the income tax guide called 
Capital Gains. We discuss the meaning of qualified farm 
property in the income tax guide called Farming home. 

What is a capital loss? 
Except for depreciable property, when the deemed 
proceeds are less than the adjusted cost base of a capital 
property, the result is a capital 10s~. Three-quarters of the 
capital loss is the allowable capital 10s~. Report the 
allowable capital loss on the final return. You cannot bave a 
capital loss on the disposition of depreciable property. 

For more details on claiming a capital Ioss, see the section 
called “Net capital losses incurred in the year of death” on 
page 17. 

Recaptures and terminal losses 
For depreciable property, when the deemed proceeds are 
more than the undepreciated capital cost, you Will usually 
bave a recapture of capital cost allowance. Include the 
recapture in incarne on the final return. 

For depreciable property, when the deemed proceeds are 
less than the undepreciated capital cost, the result is a 
terminal 10~s. Deduct the terminal loss on the final return. 

For more details about a recapture of capital cost allowance 
or a terminal loss, see’Interpretation Bulletin IT-478, Capital 
Cost Allowance - Recapture and Terminal Los. 

Capital property other than 
depreciable property 
In this section, we explain how to determine the deemed 
proceeds for capital property, other than depreciable 
property and some transfers of farm property. If there is a 
transfer of depreciable property, read the section called 
“Depreciable property” on this page. If there is a transfer of 
farm property to a Child, read the section called “Farm 
property transferred to a child” on page 15. 

Deceased’s deemed proceeds - Transfer to 
spouse or spousal trust 
There may be a transfer of capital property (including 
farmland) to a spouse or a spousal trust. 

For a transfer to a spouse, the deemed proceeds are the 
same as the property’s adjusted cost base right before 
death, if both of these conditions are met: 

q The spouse was a resident of Canada right before the 
person’s death. 

q The property becomes locked in for the spouse within 
36 months of the date of death. If you need more time to 
meet this condition, you cari make a written request to 
the Minister of National Revenue for an extension. For 
the definition of locked in, see page 19. 

For a transfer to a spousal trust, the deemed proceeds are 
the same as the property’s adjusted cost base right before 
death, if both of these conditions are met: 

. The spousal trust is resident in Canada right after the 
property becomes locked in for the spousal trust. 
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. The property becomes locked in for the spousal trust 
within 36 months of the date of death. If you need more 
time to meet this condition, you cari make a written 
request to the Minister of NationaI Revenue for an 
extension. 

In most cases, the deceased Will not bave a capital gain or 
10s~. Thés is because the transfer defers any gain or loss to 
the date the beneficiary disposes of the property. 

Example 
Suppose the Will transfers non-depreciable capital property 
to the spouse, and both of the conditions for transfer to a 
spouse are met. Right before death, the adjusted cost base 
of the property was $35,000. Therefore, the deemed 
proceeds are $35,000. You would not report any capital gain 
or loss on the deceased’s final return. 

Tax tip ,,, 
You cari choose not to bave the deemed prticeeds ec$&l: 
the adjusted cost base. If yqu make this choice, the :,z, 
deeged proceeds eq+al the properly’s faix’ ~rket value ,: 
right before death. You bave to make this’choice When 
you file the final returi+r the deceased: 

You rnay want to do this to uSe a capital pains deductjgn 
(sec page 13) or a, fiet capital ,loss qn the fitial retir+ ,: ~ 
may be best to report a,capital gain,or loss ontFe final,:, 1, ‘, ~ 
retwn’instead of deferring it to the spouse OI’ sptiustil: ; ,’ :; ~ 
trust. ,, 

Deceased’s deemed proceeds - All other 
transfers 
For a11 other transfers, the deemed p:roceeds are equal to the 
property’s fair market value right before death. 

Depreciable property 
In this section, we explain how to determine the deemed 
proceeds for depreciable property, except for some 
transfers of farm property. If there is a transfer of farm 
property to a Child, read the section called “Farm property 
transferred to a Child” on page 15. 

Deceased’s deemed proceeds - Transfer to 
spouse or spousal trust 
There may be a transfer of depreciable property (including 
depreciable farm property) to a spouse or a spousal trust. 
For such transfers, you may be able .to use a special amount 
for the deemed proceeds. In most cases when you use this 
speciàl amount, the deceased Will not bave a capital gain, 
recapture of capital cost allowance, or a terminal 10s~. When 
you do this, you defer any gain, recapture, or terminal loss 
to the beneficiary when the beneficiary disposes of the 

property. 

In the case of a transfer to a spouse, both of these 
conditions bave ta be met: 

n The spouse was a resident of Canada right before the 
person’s death. 

n The property becornes locked in for the spouse within 
36 months of the date of death. If you need more time to 



meet this condition, you cari make a written request to 
the Minister of National Revenue for an extension. 

In,the case of a transfer ta a spousal trust, both of these 
conditions bave ta be met: 

n The spousal trust is resident in Canada right after the 
property becomes locked in for the spousal trust. 

w The property becomes locked in for the spousal.trust 
within 36 months of the date of death. If you need more 
time ta meet this condition, you cari make a written 
request ta the Minister of National Revenue for an 
extension. 

The special amount (deemed proceeds) is the lower of: 

. the capital cost of the property for the deceased; or 

. the result of the following calculation: 

Capital cost of the Undepreciated 
property x capital cost of a11 

Capital cost of a11 the of the deceased’s 
property in the same class property in te 

that had not been same class 
disposed of previously 

Example 
A woman had two trucks that were used in her business. 
The woman died in July 1996, and the Will transferred 
truck A ta her husband. Bath of the conditions stated above 
for transfer ta a spouse are met. You bave the following 
details: 

Undepreciated capital cost of the two trucks 
right before death . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $33,500 

Capital cost of truck A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,500 
Capital cost of the two trucks . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . $50,000 

The woman’s deemed proceeds on truck A are the lower of: 

. $22,500; or 

. $$g x 533,500 = 515,075. 

Her deemed proceeds are $15,075. 

When there is more than one property in the same class, 
you cari choose the order in which the deceased is deemed 
ta bave disposed of the properties. When you calculate the 
special amount, adjust the undepreciated capital cost and 
the total capital cost of the properties in the class ta exclude 

.previous deemed dispositions. 

Note 
When you determine the special amount, you Will need 
ta recalculate the capital cost of any property in the class 
when: 

Ta? tip 
You cari choose net ta use the special amount for the 
‘d&+ed pro?eeds..If you chaos+ net ta use the special 
~ amount, the deemed proceeds are eqgal ta the property’s 

fa+ market value right before death. You h&e ta make 
this choice when you file the final,return for the ‘. 
deceased., 

YoU mayIw?nt t0 make thiwhoice & us~‘tl$c&ital ‘,, 
gains deduction, seepage 13, on th&:final, &urn. It Fay 
be best to report a capital gain, rec@ture, 83 terminal 
10s~ on,& final return instead of deferring it ta the 

i ~poyse,vr ~p+~al trust 

Deceased’s deemed proceeds - All other 
transfers 
For a11 other transfers, the deemed proceeds are equal ta the 
property’s fair market value right before death. 

Farm property transferred to a child 
In this section, we explain how ta determine the deemed 
proceeds when there is a transfer of farm property ta a 
Child. For this kind of transfer, you may be able ta use a 
special amount for the deemed proceeds. 

In this chapter, when referring ta the transfer of farm 
property, the terms farm property and Child bave the 
following meanings: 

Farm property includes land or other depreciable property 
used for farming. 

A Child includes: 

4 the deceased’s natural or adopted Child; 

m the deceased’s spouse’s Child; 

. the deceased’s grandchild or great-grandchild; 

. a persan who, while under 19, was in the deceased’s 
custody and contra1 and was wholly dependent on the 
deceased for support; and 

n the spouse of any of the above. 

Conditions 
TO use the special amount for the deemed proceeds, a11 four 
of the following conditions bave ta be met: 

m The farm property is in Canada. 

. The deceased, the deceased’s spouse, or any Child of the 
deceased was using the farm property mainly for 
farming, on a regular and ongoing basis, before the 
deceased’s death. 

. The Child was a resident of Canada right before the 
deceased’s death. 

n the property was acquired at non-arm’s length, 

n the property was previously used for other than 
gaining or producing incarne; or 

. The farm property becomes locked in for the Child within 
36 months of the date of death. If you need more time ta 
meet this condition, you cari make a written request ta 
the Minister of National Revenue for an extension. 

. the portion of a property used for gaining or 
producing incarne changed. 

For more information, contact your tax services office. 

You may also be able ta use a special amount for the 
deemed proceeds when a share of the capital stock of a 
family farm corporation or an interest in a family farm 
partnership is transferred ta a Child. For details, see 
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Interpretation Bulletin IT-349, Intergenerational Transfers of 
Farm Property on Death, and its Special R&ase. 

Deceased’s deemed proceeds - Transfer of 
land 
If a11 four of the above conditions are met, you cari choose 
to bave the deemed proceeds equal the adjusted cost base 
of the land right before death. Therefore, the deceased Will 
not bave a capital gain or 10s~. 

T,xjip: :,,,:,.? ,,.,,,,, ,,:: ,,,,; .,,,: ,,,,! ,,,, !),, ,,,‘,, ,~:; ,,,, _ ,,; ,,’ : 

You C&I choc& tiot to’ha& the d+med proceeds eq&l:: ‘; 
the adjusted +t basë.,Y+ cx~r@e~ t” land a! any :, 
‘amtitint bet+en its’àdjtisted cost baseand’fair niaikët ” 
value right befo+e,death. Make th& choice when yoU,file ,: ~ 
the, fi-1 return foi the~,d+sed. Ii ,,,, : ,, !, 

:, 
You may want t6 $0 &‘&Ü&%th~ c&ital’&iins ,‘, ’ 
deductim, see page 13, orto use,a~net,capital’loss on tl?e 
final r&$ri. ‘It may bé b&t ta rep&t a tiapital’gain 0 loss :! 
ont& final rehun,instead of def&ng it to 8 child. ‘, 

Deceased’s deemed proceeds - Transfer of 
depreciable property 
If there is a transfer of depreciable property, you may be 
able to use a special amount for the deemed proceeds. TO 
use this special amount, the four conditions we stated 
above bave to be met. 

The special amount (deemed proceeds) is the lower of: 

. the capital cost of the property for the deceased; or 

n the result of the following calculation: 

Capital cost of the 
property x 

Capital cost of a11 the 
property in the same class 

that had net been 
disposed of previously 

,~’ l,, 

Undepreciated 
capital cost of a11 

of the deceased’s 
property in the 

same class 

,,, 

Example 
A mari who owned three tractors died in May 1996. His will 
transferred one tractor to his son. The four conditions for 
transfer of farm property are met. You bave the following 

Undepreciated capital cost of the three tractors 
right before death .,_...............,.,.....,.,.,..................... $ 90,000 

Capital cost of the transferred tractor . . . . . . . . $ 45,000 
Capital cost of a11 three tractors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $100,000 

The deceased’s deemed proceeds on the transferred tractor 
are the lower of: 

. $45,ooo;or 

. $45.ooo x $90,000 = $40,500~ 
$100,000 

The deemed proceeds are $40,500. 
return. We also explain how to apply net capital losses from 
earlier years to the final return and the return for the year 
before the year of death. 

When there is more than one property in the same class, 
you cari choose the order in which the deceased is deemed 

We define some of the terms we USB in this chapter on 
page 18. 

to bave disposed of the properties. When you calculate the 
special amount, adjust the undepreciated capital cost and 
the total capital cost of the properties in the class to exclude 
previous deemed dispositions. 

Usually when you use the special amount, the deceased 
Will not bave a capital gain, a recapture of capital cost 
allowance, or a terminal 10s~. When you do this, you defer 
any gain,,recapture, or terminal loss to the beneficiary 
when the beneficiary disposes of the property. 

Note 
When you determine the special amount, you will need 
to recalculate the capital cost of any property in the class 
when: 

. the property was acquired at non-arm’s length, 

. the property was previously used for other than 
gaining or producing income; or 

4 the portion of a property used for gaining or 
producing income changed. 

For more information, contact your tax services office. 

You may want'to $~'t&q@ the &pital,$& ":,; :, I'::, ?!', 

deductitin, see page 13, on the final return: It nx+ be,b&f:!: 
to report a capi,tal gain, :~cap@e; or ter+i& la+? on th$ ,, 
final return instead, of déf+ri$t,to’a +i$l.; ,, ,‘, ,“:,, ,‘, :, ‘,,i 

For more details, see Interpretation Elulletin IT-349, 
Intergenerational Transfers of Farm Property on Death, and its 
Special R&ase, or contact us 

In some cases, you cari delay paying part of the amount 
due. For instance, you cari delay paying part of the amount 
owing from the deemed disposition of capital property. 
Remember that we charge interest on any unpaid amount, 
from the due date to the date you pay the amount in full. 

If you want to delay payment, you will bave to give us 
security in place of the amount owing. You also bave to 
complete Form T2075, Election to Defer Payment of Income 
Tu, under Subsection 2596) of the Incorne Tax Act by a 
Deceased Taxpayer’s Le@ Rqresentative or Trusta?. For more 
details, contact the Revenue Collections Division of your 
tax services office.In most cases, you bave to psy any 
amount owing on a return when the return is due. 

1. n ths chapter, we discuss how to apply a net capital loss 
mcurred m the year of death, as calculated on the final 
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What is a net capital loss? You cari use Method A or Method 8. 

An allowable capital loss is three-quarters of a capital 10s~. 
A taxable capital gain is three-quarters of a capital gain. 
When allowable capital losses are more than taxable capital 
gains, the difference is a net capital 10s~. 

Net capital losses incurred in the year 
of death 
You cari use either Method A or Method B to apply a net 
capital loss incurred in the year of death. 

Method A - You cari carry back a net capital loss to reduce 
any taxable capital gains in the three years before the year 
of death. The loss you carry back cannot be more than the 
taxable capital gains in those years. 

After you carry back the loss, there may be an amount left. 
If there is, you may be able to use some of it to reduce other 
income on the final return; the return for the year before the 
year of death, or both returns. However, before you cari do 
this, you bave to calculate the amount you cari use. 

From,the net capital loss you bave left, subtract any capital 
gains deductions the deceased has claimed to date. Use any 
loss left to reduce other income for the year of death, the 
year before the year of death, or for both years. 

Method A Method B 
Net capital loss - 1996 $20,000 $20,000 
Subtract: 
Taxable capital gains - 1995 4,000 0 
Taxable capital gains - 1994 2,000 0 

Subtotal 514,000 $20,000 
Subtract: 
Capital gains deductions 8,000 8,000 

Amount left to subtract from other 
income 5 6,000 $12,000 

If you use Method A, you cari reduce the 1994 and 1995 
gains to zero. You still bave $6,000 left to reduce the mari’‘’ 
other income for 1996 or 1995, or for both years. 

If you use Method 8, you cari use $12,000 to reduce the 
mari’‘’ other income for 1996 or 1995, or for both years. 

Note 
If you apply a 1996 net capital loss ta a previous year, 
any caoital gains deductions the deceased claimed in 
th& ye& or> following year may be reduced. For more 
information, sec the income tax guide called Capital 
Gains. 

TO ask for a loss carryback, complete Form TlA, Requestfor 
Loss Carry Bu&, and send it to us. You cari get this form 
from us. 

Net capital losses incurred before the 
year of death 

Method B - You cari choose not to carry back the net capital 
loss to reduce taxable capital gains from earlier years. You 
may prefer to reduce other income on the final return, the 
return for the year before the year of death, or both returns. 
However, before you cari do this, you bave to calculate the 
amount you ca* use. 

From the net capital loss, subtract any capital gains 
deductions the deceased has claimed to date. Use any loss 
remaining to reduce other income for the year of death, the 
year before the year of death, or for both years. 

The deceased may bave had a net capital loss before the 
year of death but never applied it. If SO, you cari apply the 
loss against taxable capital gains on the final return. If there 
is still an amount left, you may be able to use it to reduce 
other income on the final return, the return for the year 
before the year of death, or both returns. 

TO apply the loss against taxable capital gains on the final 
return, depending on when the loss happened, you may 
bave to adjust it to bring it up to the rate for 1990 and later 
years. You do not bave to adjust a loss that happened in 
1990 or later vears. However. vou bave to adiust a loss that , 

The following example shows how the two methods work. happened before 1990, as follows: 

. For a net capital loss from 1987 or earlier, multiply the 

Example 
A mari died in 1996. You bave the following details abotit 
his tax matters: 

net capital loss by 3/2. 

. For a net capital loss from 1988 or 1989, multiply the net 
capital loss by 9/8. 

Net capital loss - 1996 . . . . ..<.................................. 520,000 When you do these calculations, you set the adjusted net 

Taxable capital gains - 1995 . . . . . . . . . . . . . . . . . . . . . . . $ 4,000 capital 10s~. 

Taxable capital gains - 1994 . .._................,.................,.... $ 2,000 
Total capital gains deductions claimed to date...........5 8,000 

Now you cari reduce taxable capital gains in the year of 
death. TO do this, use the lower of: 

He did net claim any capital gains deductions for 1994 or 
1995. 

n the adjusted net capital 10~s; or 

m the taxable capital gains in the year of death. 
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After you reduce the taxable capital gains, some of the loss 
may be left. You may be able to use this amount to reduce 
other income for the year of death, the year before the year 
of death, or for both years. However, before you cari do 
this, you may bave to calculate the amount you cari use. 

If the amount y8u bave left includes net capital losses from 
a year before 1990, readjust it as follows: 

. Multiply the amount of any adjusted net capital losses 
from 1987 or earlier by 213. 

. Multiply the amount of any adjusted net capital losses 
from 1988 or 1989 by 8/9. 

The result is your readjusted balance. From this balance, 
subtract the total of a11 capital gains deductions claimed to 
date (including those on the final return). If there is an 
amount left, you cari use it to reduce other income for the 
year of death, the year before the year of death, or for both 
years. 

The following example shows how to handle a net capital 
10% incurred before the year of death. 

Example 
A woman died in 1996. You bave these details about her tax 
matters: 

Net capital loss, never applied - 1989 . . . . . . . . . . . . . $20,000 
Taxable capital gain - 1996 . ..<..........<........... $ 4,000 
Capital gains deductions claimed to date .._........... $ 3,000 

You decide to use the 1989 loss to reduce the 1996 gain, and 
to use any amount left to réduce other income for 1996. 

You bave to adjust the pre-1990 loss before you cari apply 
it. Because the loss happened in 1989, multiply it by 9/8 to 
get the adjusted net capital 10s~: 

$20,000 x 9/8=$22,500 

TO reduce the 1996 gain, use the lower of: 

n $22,500 (adjusted net capital 10s~); or 

. $4,000 (1996 taxable capital gain). 

After you use $4,000 of the loss to reduce the gain to zero, 
you still bave $18,500 ($22,500 - $4,000) left. You cari use 
this amount to reduce the woman’s other income for 1996. 

TO determine the amount to use, you bave to readjust the 
$18,500. Again, because the loss happened in 1989, you 
multiply the amount left by 8/9 to get the readjusted 
balance: 

518,500 Y. 8/9= 516,444 

From the readjusted balance, subtract the total of a11 capital 
gains deductions claimed to date: 

516,444-53,000 = $13,444 

You cari use $13,444 to reduwthe woman’s other income 
for 1996. If you decide not to use the total of this balance in 
1996, you cari use the amount that is left to reduce other 
income for 1995. 

Note 
If you claim a capital gains deduction for the year of 
death or the year before the year of death, subtract it 
from the balance of net capital losses you bave available 
to reduce other income in those years. For more details 
about capital gains and losses, as well as the capital 
gains deduction, see the income tax guide called Capital 
Gains. 

Disposition of estate property by the 
legal representative 
As the legal representative, you may continue looking after 
the deceased’s estate through a trust. In the trust’s first tax 
year, if you dispose of capital property, the result may be a 
net capital 10s~. Also in the first year, if you dispose of 
depreciable property, the result may be a terminal 10s~. 

Usually, you would claim these losses on the trust’s return. 
However, you may be able to claim a11 or part of these 
losses on the deceased’s final return. For more information, 
contact us. 

Adjusted cost base - In most cases, this is the price paid for 
a property, plus the expenses incurred to buy it. Expenses 
include commissions, legal fees, and taxes. You also add the 
cost of any additions. 

Example 
Suppose you buy a building for 550,000, and you pay legal 
fees of $3,500. The buildings adjusted cost base is $53,500. 
Later you build a $15,000 addition. The adjusted cost base is 
now 568,500 (553,500 + 515,000). 

If the deceased filed Form T664 or T664(Seniors), Election to 
Report a Capital Gain on Property Ownedat the End of 
February 22,1994, the adjusted cost base of the property 
may change. For more information, sec the income tax 
guide called Capital Gains. 

Capital cost allowance (CCA) - In the year you buy a 
depreciable property, you usually cannot deduct its whole 
cost. Instead, because the property will wear out or become 
obsolete over time, you cari deduct its cost over a period of 
several years. This deduction is called capital cost 
allowance. You cannot claim it for the fiscal period that 
ends on the date of death. 

Capital property - Tbis includes depreciable property, and 
any property which, if sold, would result in a capital gain 
or a capital 10s~. You usually buy it for investment purposes 
or to earn income. Some common types of capital property 
include cottages, securities such as stocks and bonds, and 
land, buildings, and equipment used in a business or rata1 
operation. 

Deemed disposition - This is the term we use when we 
consider that a person disposes of a propert, even though 
a sale did not take place. 
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Deemed proceeds of disposition - When we consider that 
a persan disposes of a property, the deemed proceeds are 
the amount we consider the persan ta bave received for 
that property, even though the persan did not receive this 
amount. 

Depreciable property - This is capital property, used ta 
earn incarne, on which you cari claim capital cost 
allowance. 

Fair market value - This 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 ta buy or sell. 

Locked in - In this guide, locked in means that the 
beneficiary who is ta receive the property has a right ta 
absolute ownership of it. No future event or development 
cari take this right away. For deaths that occur after 
December 20,1991, in order for a property ta be locked in: 

n for a spousal trust, it bas ta become locked in before the 
surviving spouse dies; and 

. for an individual, it has ta become locked in before the 
individual dies. 

In legal tans, we say the property becomes vested 
indefeasibly. For more details, see Interpretation Bulletin 
IT-449, Meaning of “Vested lndefeasibly.” 

Spousal trust - This is a trust set up under the deceased’s 
Will, or a court order, for the surviving spouse. It has ta be 
resident in Canada right after the property becomes locked 
in for the trust. The surviving spouse is entitled ta a11 the 
incarne of the spousal trust that aises before he or she dies 
No one else cari receive or use the trust’s incarne or capital 
before the surviving spouse’s death. 

Undepreciated capital cost - Generally, it is equal ta the 
total capital cost of a11 the property of a class minus any 
capital cost allowance that has been claimed in previous 
years. Also, when property of the class is disposed of, you 
reduce the undepreciated capital cost by the lower of the 
following two amounts: 

. the proceeds of disposition of the property (either actual 
or deemed) less expenses incurred ta sel1 it; or 

. the capital cost of the property. 
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