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Provincial and territorial tax – which
forms package should you use?
The way you calculate the trust’s provincial tax has
changed for the following provinces: Nova Scotia, New
Brunswick, Ontario, Manitoba, and British Columbia. We
have removed the tax calculation for these provinces from
Schedules 13 and 14. Each of these provinces now has a
unique tax form. For more information, see the T3 Trust
Forms Package for each of these provinces.

Provincial or territorial tax rates changed for 2000 for the
following: Newfoundland, Prince Edward Island, and
Yukon. Surtax or flat tax rates or levels changed for
Newfoundland and Saskatchewan, and Alberta’s surtax has
been eliminated. For more information, see Schedules 13
and 14 in the General T3 Trust Forms Package.

Date of entry or departure
We have added a new section to the return where you must
provide the trust’s date of entry or departure, if applicable
(see page 14).

Offshore trusts
There are new reporting requirements for offshore trusts
(see page 14).

Spouse
The definitions relating to the term “spouse” have changed
(see page 6).

Third-Party penalty
You will be liable to a penalty if, due to culpable conduct,
you prepare income tax or information returns, forms, or
certificates on behalf of another person, and you make false
statements or omissions (see “Penalties” on page 12).

Split income of a minor beneficiary
If the trust allocates certain income to a beneficiary who
had not attained the age of 17 years before the taxation
year, the beneficiary may have to pay a special tax (see
page 16).

Federal individual surtax
The trust only has to pay individual surtax on basic federal
tax over $15,500. For more information, see page 48.

Proposed legislation
This guide includes income tax changes that had been
announced but were not law at the time of printing. These
changes are outlined in red in this guide. We list the major
changes in the next column.

Types of Trusts
There are two new types of trusts that can be created in
2000 and subsequent taxation years. In addition, the
definitions of some trusts have changed (see page 7).

Taxable capital gains (losses)
The inclusion rate for the year 2000 has changed. The rate
that the trust uses will depend on when the capital
disposition occurred. Generally, the following inclusion
rates will apply:

n For dispositions in Period 1 (before February 28, 2000),
the inclusion rate is 3/4.

n For dispositions in Period 2 (after February 27, 2000, but
before October 18, 2000), the inclusion rate is 2/3.

n For dispositions in Period 3 (after October 17, 2000), the
inclusion rate is 1/2.

For easier reading, we have used the terms Period 1,
Period 2, and Period 3 throughout this guide.

If the trust has a capital disposition in more than one
period, there are special rules to calculate its inclusion rate.
For more information, see page 29.

Due to these proposed changes, the trust will have to show
on its beneficiaries’ T3 slips, the portion of the beneficiaries’
capital gains (losses) for each period. For more information,
see Chapter 4.

If a trust realizes capital gains (losses) throughout its
taxation year and cannot provide a breakdown of its net
capital gains between the three periods for the beneficiaries,
there is a special election available. For more information,
see page 26.

Proceeds of Disposition
If the trust distributed property to a beneficiary, the way
you calculate the proceeds of disposition has changed (see
page 25).

Trust Migration
Special rules on the deemed disposition of trust property
apply to trusts which leave Canada. For more information,
see page 24.

Non-resident family trusts
A family trust will generally be considered to be resident in
Canada - and therefore subject to tax on its worldwide
income for a taxation year - where certain non-arm’s length
contributions are made to the trust by a person who is
resident in Canada at the end of the year (see “Offshore
trust” on page 8). For more information, contact us.

What’s new for 2000?
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Is this guide for you?
In this guide, you will find information on how to complete
the T3 Trust Income Tax and Information Return, which
includes the T3 slip, Statement of Trust Income Allocations and
Designations, and the T3 Summary, Summary of Trust Income
Allocations and Designations.

Use this guide if you are filing a return for either a
testamentary trust or an inter vivos trust described in
“Types of trusts” on page 7.

For easier reading, we have used the word “you”
throughout the guide to mean the trustee, executor,
administrator, liquidator, or anyone preparing the return
for a trust. We use “the Act” to refer to the Income Tax Act,
and “the Regulations” to refer to the Income Tax Regulations.

We have used plain language to explain the most common
tax situations for trusts. If you need more help after reading
this guide, you can call any of our tax services offices at
1-800-959-8281. For our addresses and other telephone
numbers, see the listings in the government section of your
telephone book.

Do you need to read the whole
guide?
If you are filing a T3 return for an estate which has only
pension income, investment income, or death benefits, you
do not need to read the entire guide. We have used the
▲ symbol to lead you to the information you may need.
This symbol appears in the Table of Contents, the right
margins of the guide, and the left margins of the return,
beside the lines which may relate to this situation.

Before you start to complete the return, be sure to read:

n “Chapter 1 – General Information;”

n the introduction and “Step 1 – Identification and other
required information” in Chapter 2; and

n the introduction and “Recipient identification number”
in Chapter 4.

Other returns
Some trusts, plans, funds, or individuals have to file returns
other than the T3 return. We list these returns below. For
information on filing, refer to the instructions on the
applicable return or guide.

n T3IND Income Tax Return for RRSP, RRIF, or RESP

n T3G, Certification of No Tax Liability by a Group of RRSPs,
RRIFs, or RESPs

n T3D Income Tax Return for Deferred Profit Sharing Plan
(DPSP) or Revoked DPSP

n T3P, Employees’ Pension Plan Income Tax Return

n T3S, Supplementary Unemployment Benefit Plan Income Tax
Return

n T3RI, Registered Investment Income Tax Return

n T3F, Investments Prescribed to Be Qualified or Not to Be
Foreign Property Information Return

n T3M, Environmental Trust Income Tax Return

n T1061, Canadian Amateur Athlete Trust Group Information
Return. If the trust distributed amounts to, or for the
benefit of, a non-resident athlete, file a T3ATH-IND,
Amateur Athlete Trust Income Tax Return.

n T5 Summary, Return of Investment Income, and a T5 slip,
Statement of Investment Income:

– a person acting for a resident of Canada, but not in a
fiduciary capacity, for payments of investment income;
or

– an eligible funeral arrangement, if funds were returned
to a contributor or the contributor’s estate. Note that a
trust governed by an eligible funeral arrangement and
a cemetery care trust are exempt from tax, and no
T3 return is required.

n T3010, Registered Charity Information Return

n General Income Tax and Benefit Return, by a trustee or
receiver appointed under the Bankruptcy and Insolvency
Act who is acting for an individual.

Forms and publications
Throughout this guide, we refer to publications and guides
that give more detailed information. You can get these
publications from a tax services office or tax centre. You can
also request forms and publications by telephoning
1-800-959-2221.

Internet access
Most of our publications and forms are available on the
Internet at: www.ccra-adrc.gc.ca

For any other information, contact your tax services office.

La version française de cette publication est intitulée T3 – Guide des fiducies.

Before you start

tauvett
1-800-959-8281.

tauvett
1-800-959-2221.
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his glossary provides a general description of the
technical terms we use in this guide.

Administrator, administratrix – a person that a court
appoints to settle the estate of a deceased person.

Allocate, allocation – to assign, set apart, or distribute
income from the trust to a beneficiary, when one of the
following applies:

n the beneficiary is entitled to the income under the trust
document;

n the trust makes a preferred beneficiary election to
include the trust income in the beneficiary’s income; or

n the beneficiary is paid income at the discretion of the
trustee.

In most cases, the amounts you allocate have to be included
in the beneficiary’s income, and are deducted from the
trust’s income. For exceptions to this general rule, see
“Exceptions and limits to income allocations” on page 36.

Arm’s length transaction – used to describe a transaction
between persons who each act in their own self-interest.
Related persons are not considered to deal with each other
at arm’s length. Related persons include individuals
connected by blood relationship, marriage, or adoption.
Also, a corporation and a shareholder who controls the
corporation are related.

Under proposed legislation, if a taxpayer, or any person not
dealing at arm’s length with that taxpayer, is beneficially
interested in a specified personal trust, the taxpayer is not
considered to deal at arm’s length with that trust.

For more information, see Interpretation Bulletin IT-419,
Meaning of Arm’s Length.

Beneficiary – the person for whose benefit the trust is
created, the person to whom the amount of an insurance
policy or annuity is payable, or the unitholder of a mutual
fund trust.

Deemed disposition – used when you are considered to
have disposed of property, even though you did not sell it.

Designate, designation – to keep the identity of certain
types of allocated income or credits. In this way, the
beneficiaries can take advantage of deductions or credits
which relate directly to the type of income, such as the
dividend tax credit or pension income amount. Generally,
you report amounts designated to a beneficiary in the
appropriate box on the T3 slip.

Distribution – to divide the estate property among the
beneficiaries according to the terms of the trust document,
or according to the applicable law.

Elect, election – to choose whether or not to do something
allowed under the law.

Excluded property – is a share of the capital stock of a
non-resident-owned investment corporation that is not
taxable Canadian property.

Executor, executrix – an individual or trust institution
named in a will and confirmed by a court to settle the
testator’s estate. We define “testator” on the next page.

Exempt property – is trust property that if disposed of, any
income or capital gain resulting from the disposition is
exempt from Canadian taxation, either because the trust is
not resident in Canada, or because of a tax treaty.

Flow-through entity�– any of the following:

n an investment corporation;

n a mortgage investment corporation;

n a mutual fund corporation;

n a mutual fund trust;

n a partnership;

n a related segregated fund trust;

n a trust governed by an employees profit-sharing plan;

n a trust created to hold shares of the capital stock of
corporations for the benefit of their employees;

n a trust established for the benefit of creditors to secure
certain debt obligations; or

n a trust established to hold shares of the capital stock of a
corporation to exercise the voting rights attached to such
shares.

Gift – a voluntary transfer of property (including money)
without valuable consideration. Also, see the definition of
“inter vivos gift.”

Inter vivos – between living persons.

Inter vivos gift – a gift of property by a living person
(donor). The property has to be delivered during the
lifetime of the donor and without reference to his or her
death.

Liquidator – in Quebec, the liquidator is responsible for
distributing assets of all estates established after
December 31, 1993. For estates with a will, the liquidator’s
role is similar to an executor’s. For estates without a will,
the liquidator acts as the administrator of the estate.

Preferred beneficiary – for taxation years after 1996, a
person resident in Canada who is a beneficiary under the
trust at the end of the year, and who is one of the following:

n the settlor of the trust (see the definition of “settlor”);

n the spouse or former spouse of the settlor of the trust;

n a child, grandchild, or great-grandchild of the settlor of
the trust; or

n the spouse of a child, grandchild, or great-grandchild of
the settlor of the trust.

In addition, this person must meet one of the following
conditions:

n can claim a disability amount for the taxation year which
ends in the trust’s taxation year or could have claimed
the disability amount had attendant or nursing home
care expenses claimed in respect of his or her care been
otherwise ignored; or

Glossary

T
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n is 18 or older and, for the taxation year which ends in the
trust’s taxation year, does not claim a disability amount
and for whom another individual can claim an amount
for infirm dependants 18 and older for that beneficiary,
or could claim the amount if the beneficiary’s income is
calculated before including the income from the
preferred beneficiary election.

Principal residence – Generally, any of the following:

n a housing unit;

n a leasehold interest in a housing unit; or

n a share of a co-operative housing corporation, if the share
is acquired for the sole purpose of obtaining the right to
live in a housing unit owned by that corporation.

For more information, see “Principal residence” on page 28.

Settlor�– the person who sets up a trust, or the person who
transfers property to a trust. For more information about
the restrictive meaning of settlor, see Interpretation
Bulletin IT-374, Meaning of “Settlor.”

Spouse – either a legally married spouse or a common-law
spouse. A common-law spouse is a person who, at the time,
lived with and had a relationship with a person of the
opposite sex, to whom any of the following applies. He or
she:

n is the natural or adoptive parent (legal or in fact) of that
person’s child;

n has been living with, and having a relationship with, that
person for at least 12 continuous months; or

n lived with that person for at least 12 continuous months,
and is living with that person again.

All these situations include any period of separation due to
a breakdown in the relationship of less than 90 days.

Under new legislation, starting with the 2001 taxation year,
the term ”spouse” will mean only a married partner. The
term “common-law partner” will include a partner of the
opposite sex  or same sex who meets the above conditions.
A common-law partner will have the same tax rights and

obligations as a spouse. If a same-sex partner meets the
above conditions, he or she may elect under the
Modernization of Benefits and Obligations Act to be considered
a common-law partner for the 1998, 1999, and 2000 years.
For more information, see the General Income Tax and Benefit
Guide.

Note
In this guide, the term “spouse” includes a common-law
partner, when applicable.

Testator, testatrix – the deceased person who made and left
a valid will.

Trust – a binding obligation, voluntarily undertaken, but
enforceable by law when undertaken. It may be created by
one of the following:

n a person (either verbally or in writing);

n a court order; or

n a statute.

A trust has three essential characteristics. There has to be
certainty of:

n the intent to create a trust;

n the property to be placed in trust; and

n who the beneficiaries of the trust are.

Trustee – an individual or trust institution that holds legal
title to property in trust for the benefit of the trust
beneficiaries. The trustee is also an executor, administrator,
assignee, receiver, or liquidator who owns or controls
property for some other person.

Vested interest – an immediate fixed interest in property,
although the right of possession and enjoyment may be
postponed.

Will – a legally enforceable document that declares the
intentions about disposal and administration of the
testator’s estate after his or her death. It is effective only at
death and can be revoked at any time before death.
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his chapter provides general information on the
different types of trusts and the filing requirements

for each.

Types of trusts
A trust is either a testamentary trust or an inter vivos trust.
You need to know the type of trust, since different tax rules
apply to different trusts. Chart 1 describes the different
types of trusts that we discuss in this guide.

Testamentary trust ▲

A testamentary trust is a trust or estate that is generally
created on the day a person dies. All testamentary trusts are
personal trusts. The terms of the trust are established by the
will or by court order under provincial dependant’s relief
or support law. Generally, this type of trust does not
include a trust created by a person other than a deceased
individual, or a trust created after November 12, 1981, if
any property was contributed to it other than by a deceased
individual. Contact us for rules about testamentary trusts
created before November 13, 1981.

If the assets are not distributed to the beneficiaries
according to the terms of the will, the testamentary trust
may become an inter vivos trust.

Inter vivos trust
An inter vivos trust is a trust that is not a testamentary
trust.

Grandfathered inter vivos trust
A grandfathered inter vivos trust is one established before
June 18, 1971, which:

n was resident in Canada without interruption from
June 18, 1971, until the end of the taxation year;

n did not carry on any active business in the taxation year;

n did not receive any property as a gift since June 18, 1971;

n after June 18, 1971, did not incur any debt or obligation to
pay an amount to, or guaranteed by, any person with
whom any beneficiary of the trust was not dealing at
arm’s length; and

n under proposed legislation, did not receive any property
after December 17, 1999, as a transfer from another
inter vivos trust, where:

– the other trust is not grandfathered; and

– there is no change in the beneficial ownership of the
property on its transfer.

Chart 1 – Types of Trusts

Type of trust General information

▲

Personal
trust

7KLV�LV�HLWKHU�
n D�WHVWDPHQWDU\�WUXVW��RU
n DQ�LQWHU�YLYRV�WUXVW�LQ�ZKLFK�QR�EHQHILFLDO�LQWHUHVW�ZDV�DFTXLUHG�IRU�FRQVLGHUDWLRQ�SD\DEOH�HLWKHU�WR

WKH�WUXVW��RU�WR�D�SHUVRQ�ZKR�FRQWULEXWHG�WR�WKH�WUXVW�

7KH�SHUVRQ�RU�UHODWHG�SHUVRQV�ZKR�FUHDWH�DQ�LQWHU�YLYRV�WUXVW�PD\�DFTXLUH�DOO�WKH�LQWHUHVWV�LQ�LW�ZLWKRXW
WKH�WUXVW�ORVLQJ�LWV�VWDWXV�DV�D�SHUVRQDO�WUXVW�

8QGHU�SURSRVHG�OHJLVODWLRQ��DIWHU�������D�XQLW�WUXVW�LV�QRW�D�SHUVRQDO�WUXVW�

▲
Spousal

trust

$�post-1971 spousal trust�LQFOXGHV�ERWK�D�WHVWDPHQWDU\�WUXVW�FUHDWHG�DIWHU�������DQG�DQ�LQWHU�YLYRV�WUXVW
FUHDWHG�DIWHU�-XQH�����������IRU�ZKLFK�WKH�OLYLQJ�EHQHILFLDU\�VSRXVH�LV�HQWLWOHG�WR�UHFHLYH�DOO�WKH�LQFRPH
WKDW�PD\�DULVH�GXULQJ�WKH�VSRXVH·V�OLIHWLPH��DQG�LV�WKH�RQO\�SHUVRQ�ZKR�FDQ�UHFHLYH��RU�JHW�WKH�XVH�RI�
DQ\�LQFRPH�RU�FDSLWDO�RI�WKH�WUXVW�GXULQJ�WKH�VSRXVH·V�OLIHWLPH�

)RU������DQG�VXEVHTXHQW�\HDUV��D�SRVW������VSRXVDO�WUXVW�ZLOO�EH�FDOOHG�D�SRVW������SDUWQHU�WUXVW��,Q�WKLV
JXLGH��ZH�XVH�WKH�WHUP�´SRVW������SDUWQHU�WUXVW�µ�6HH�WKH�1RWH�DW�WKH�HQG�RI�WKLV�FKDUW�IRU�PRUH
LQIRUPDWLRQ�

$ pre-1972 spousal trust�LQFOXGHV�ERWK�D�WHVWDPHQWDU\�WUXVW�FUHDWHG�EHIRUH�������DQG�DQ�LQWHU�YLYRV�WUXVW
FUHDWHG�EHIRUH�-XQH�����������IRU�ZKLFK�WKH�EHQHILFLDU\�VSRXVH�ZDV�HQWLWOHG�WR�UHFHLYH�DOO�WKH�LQFRPH
GXULQJ�WKH�VSRXVH·V�OLIHWLPH��DQG�QR�RWKHU�SHUVRQ�UHFHLYHG��RU�JRW�WKH�XVH�RI��DQ\�LQFRPH�RU�FDSLWDO�RI
WKH�WUXVW��7KHVH�FRQGLWLRQV�PXVW�EH�PHW�IRU�WKH�SHULRG�EHJLQQLQJ�RQ�WKH�GD\�WKH�WUXVW�ZDV�FUHDWHG��XS�WR
WKH�HDUOLHVW�RI�WKH�IROORZLQJ�GDWHV�
n WKH�GD\�WKH�EHQHILFLDU\�VSRXVH�GLHV�
n -DQXDU\����������RU
n WKH�GD\�RQ�ZKLFK�WKH�GHILQLWLRQ�RI�D�SUH������VSRXVDO�WUXVW�LV�DSSOLHG�

Joint
partner trust

8QGHU�SURSRVHG�OHJLVODWLRQ��WKLV�LV�DQ�LQWHU�YLYRV�WUXVW�FUHDWHG�DIWHU������E\�D�VHWWORU�ZKR�ZDV����\HDUV�RI
DJH�RU�ROGHU�DW�WKH�WLPH�WKH�WUXVW�ZDV�FUHDWHG��IRU�ZKLFK�WKH�VHWWORU�DQG�WKH�VHWWORU·V�VSRXVH�DUH�HQWLWOHG
WR�UHFHLYH�DOO�WKH�LQFRPH�WKDW�PD\�DULVH�IURP�WKH�WUXVW�EHIRUH�WKH�ODWHU�RI�WKHLU�GHDWKV��DQG�DUH�WKH�RQO\
SHUVRQV�ZKR�FDQ�UHFHLYH��RU�JHW�WKH�XVH�RI��DQ\�LQFRPH�RU�FDSLWDO�RI�WKH�WUXVW�EHIRUH�WKH�ODWHU�RI�WKHLU
GHDWKV��6HH�WKH�1RWH�DW�WKH�HQG�RI�WKLV�FKDUW�IRU�PRUH�LQIRUPDWLRQ�

�FRQWLQXHG�RQ�QH[W�SDJH�

Chapter 1 – General
Information

T
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Chart 1 – continued

Type of trust General information

Alter ego
trust

8QGHU�SURSRVHG�OHJLVODWLRQ��WKLV�LV�DQ�LQWHU�YLYRV�WUXVW�FUHDWHG�DIWHU������E\�D�VHWWORU�ZKR�ZDV����\HDUV�RI
DJH�RU�ROGHU�DW�WKH�WLPH�WKH�WUXVW�ZDV�FUHDWHG��IRU�ZKLFK�WKH�VHWWORU�LV�HQWLWOHG�WR�UHFHLYH�DOO�WKH�LQFRPH
WKDW�PD\�DULVH�GXULQJ�KLV�RU�KHU�OLIHWLPH��DQG�LV�WKH�RQO\�SHUVRQ�ZKR�FDQ�UHFHLYH��RU�JHW�WKH�XVH�RI��DQ\
LQFRPH�RU�FDSLWDO�RI�WKH�WUXVW�GXULQJ�WKH�VHWWORU·V�OLIHWLPH��$�WUXVW�ZLOO�not�EH�FRQVLGHUHG�WR�EH�DQ�DOWHU
HJR�WUXVW�LI�\RX�ILOH�DQ�HOHFWLRQ�ZLWK�WKH�WUXVW·V�UHWXUQ�IRU�LWV�ILUVW�WD[DWLRQ�\HDU�DVNLQJ�QRW�WR�KDYH�WKLV
SURYLVLRQ�RI�WKH�$FW�DSSO\�

Offshore
trust

7KLV�LV�D�WUXVW��QRW�UHVLGHQW�LQ�&DQDGD��ZKLFK�PD\�KDYH�WR�UHSRUW�LWV�SDVVLYH��QRQ�EXVLQHVV��LQFRPH��LWV
LQFRPH�HDUQHG�LQ�&DQDGD��DQG�LWV�GLVSRVLWLRQV�RI�WD[DEOH�&DQDGLDQ�SURSHUW\��IRU�&DQDGLDQ�WD[
SXUSRVHV��7KLV�SURYLVLRQ�PD\�DSSO\�ZKHUH�WKH�QRQ�UHVLGHQW�WUXVW�KDV�RU�KDG�D�&DQDGLDQ�EHQHILFLDU\��RU
D�SHUVRQ�UHVLGHQW�LQ�&DQDGD�WKDW�LV�EHQHILFLDOO\�LQWHUHVWHG�LQ�WKH�WUXVW�DQG�RQH�RI�WKH�IROORZLQJ�DSSOLHV�

n WKH�WUXVW�DFTXLUHG�SURSHUW\�IURP�WKDW�SHUVRQ�RU�IURP�VRPHRQH�UHODWHG�WR�WKDW�SHUVRQ��LQFOXGLQJ�DQ
DXQW��XQFOH��QHSKHZ��RU�QLHFH���RU

n WKH�EHQHILFLDU\�DFTXLUHG�DQ�LQWHUHVW�LQ�WKH�WUXVW��RU
n XQGHU�SURSRVHG�OHJLVODWLRQ��D�&DQDGLDQ�UHVLGHQW�WUDQVIHUV�RU�ORDQV�SURSHUW\�WR�WKH�WUXVW�

Unit trust 7KLV�LV�DQ�LQWHU�YLYRV�WUXVW�IRU�ZKLFK�WKH�LQWHUHVW�RI�HDFK�EHQHILFLDU\�FDQ�EH�GHVFULEHG�DW�DQ\�WLPH�E\
UHIHUULQJ�WR�XQLWV�RI�WKH�WUXVW��7KH�WUXVW�DOVR�KDV�WR�VDWLVI\�WKH�RWKHU�FRQGLWLRQV�RI�WKH�$FW�

Mutual fund
trust

7KLV�LV�D�XQLW�WUXVW�WKDW�UHVLGHV�LQ�&DQDGD��ZKRVH�RQO\�XQGHUWDNLQJ�LV�WKH�LQYHVWLQJ�RI�LWV�IXQGV�LQ�SURSHUW\
�RWKHU�WKDQ�UHDO�SURSHUW\��RU�DQ�LQWHUHVW�LQ�UHDO�SURSHUW\���DQG�RU�DFTXLULQJ��PDLQWDLQLQJ��OHDVLQJ��RU
PDQDJLQJ�UHDO�SURSHUW\�RU�DQ�LQWHUHVW�LQ�UHDO�SURSHUW\�WKDW�LV�FDSLWDO�SURSHUW\�RI�WKH�WUXVW��,W�DOVR�KDV�WR
FRPSO\�ZLWK�WKH�RWKHU�FRQGLWLRQV�RI�WKH�$FW�DQG�WKH�FRQGLWLRQV�SUHVFULEHG�E\�5HJXODWLRQV�

Communal
organization

:H�FRQVLGHU�DQ�LQWHU�YLYRV�WUXVW�WR�H[LVW�ZKHQ�D�FRQJUHJDWLRQ�

n KDV�PHPEHUV�ZKR�OLYH�DQG�ZRUN�WRJHWKHU�
n GRHV�QRW�SHUPLW�LWV�PHPEHUV�WR�RZQ�SURSHUW\�LQ�WKHLU�RZQ�ULJKW�
n UHTXLUHV�WKDW�LWV�PHPEHUV�GHYRWH�WKHLU�ZRUNLQJ�OLYHV�WR�WKH�FRQJUHJDWLRQ·V�DFWLYLWLHV��DQG
n FDUULHV�RQ�RQH�RU�PRUH�EXVLQHVVHV�GLUHFWO\��RU�PDQDJHV�RU�FRQWUROV�WKH�EXVLQHVVHV�WKURXJK�D�EXVLQHVV

DJHQF\��VXFK�DV�D�FRUSRUDWLRQ�RU�WUXVW��WR�VXSSRUW�RU�VXVWDLQ�LWV�PHPEHUV�RU�WKH�PHPEHUV�RI�DQRWKHU
FRQJUHJDWLRQ�

7KH�FRPPXQDO�RUJDQL]DWLRQ�KDV�WR�SD\�WD[�DV�WKRXJK�LW�ZHUH�DQ�LQWHU�YLYRV�WUXVW��+RZHYHU��LW�FDQ�HOHFW
WR�DOORFDWH�LWV�LQFRPH�WR�WKH�EHQHILFLDULHV��)RU�PRUH�LQIRUPDWLRQ��VHH�,QIRUPDWLRQ�&LUFXODU������
&RPPXQDO�2UJDQL]DWLRQV�

Employee
benefit

plan

*HQHUDOO\��WKLV�LV�DQ\�DUUDQJHPHQW�XQGHU�ZKLFK�DQ�HPSOR\HU�PDNHV�FRQWULEXWLRQV�WR�D�FXVWRGLDQ��DQG
XQGHU�ZKLFK�RQH�RU�PRUH�SD\PHQWV�ZLOO�EH�PDGH�WR��RU�IRU�WKH�EHQHILW�RI��HPSOR\HHV��IRUPHU
HPSOR\HHV��RU�SHUVRQV�UHODWHG�WR�WKHP�

)RU�PRUH�LQIRUPDWLRQ��DQG�IRU�GHWDLOV�RQ�ZKDW�ZH�FRQVLGHU�WR�EH�DQ�HPSOR\HH�EHQHILW�SODQ�DQG�KRZ�LW
LV�WD[HG��VHH�,QWHUSUHWDWLRQ�%XOOHWLQ�,7������(PSOR\HH�%HQHILW�3ODQV�DQG�(PSOR\HH�7UXVWV��DQG�LWV�6SHFLDO
5HOHDVH�

Filing note��$Q�HPSOR\HH�EHQHILW�SODQ�KDV�WR�ILOH�D�UHWXUQ�LI�WKH�SODQ�RU�WUXVW�KDV�WD[�SD\DEOH��KDV�D
WD[DEOH�FDSLWDO�JDLQ��RU�KDV�GLVSRVHG�RI�FDSLWDO�SURSHUW\�

%HFDXVH�WKH�DOORFDWLRQV�DUH�WD[HG�DV�LQFRPH�IURP�HPSOR\PHQW�WR�WKH�EHQHILFLDULHV��UHSRUW�WKH
DOORFDWLRQV�RQ�D�7��VOLS��QRW�RQ�D�7��VOLS��)RU�PRUH�LQIRUPDWLRQ��VHH�WKH�JXLGHV�FDOOHG�)LOLQJ�WKH�7��6OLS
DQG�6XPPDU\�)RUP�DQG�)LOLQJ�WKH�7�)�6OLS�DQG�6XPPDU\�)RUP�

Specified
Personal Trust

7KLV�LV�D�SHUVRQDO�WUXVW�EXW�does not include��DQ�DPDWHXU�DWKOHWH�WUXVW��DQ�HPSOR\HH�WUXVW��D�PDVWHU�WUXVW�
D�WUXVW�JRYHUQHG�E\�D�GHIHUUHG�SURILW�VKDULQJ�SODQ��DQ�HPSOR\HH�EHQHILW�SODQ��DQ�HPSOR\HHV
SURILW�VKDULQJ�SODQ��D�IRUHLJQ�UHWLUHPHQW�DUUDQJHPHQW��D�UHJLVWHUHG�HGXFDWLRQ�VDYLQJV�SODQ��D�UHJLVWHUHG
SHQVLRQ�SODQ��D�UHJLVWHUHG�UHWLUHPHQW�LQFRPH�IXQG��D�UHJLVWHUHG�UHWLUHPHQW�VDYLQJV�SODQ��RU�D�UHJLVWHUHG
VXSSOHPHQWDU\�XQHPSOR\PHQW�EHQHILW�SODQ��D�UHODWHG�VHJUHJDWHG�IXQG�WUXVW��D�UHWLUHPHQW
FRPSHQVDWLRQ�DUUDQJHPHQW�WUXVW��D�WUXVW�ZKRVH�GLUHFW�EHQHILFLDULHV�DUH�RQH�RI�WKH�DIRUHPHQWLRQHG
WUXVWV��D�WUXVW�JRYHUQHG�E\�DQ�HOLJLEOH�IXQHUDO�DUUDQJHPHQW�RU�D�FHPHWHU\�FDUH�WUXVW��DQG�D�FRPPXQDO
RUJDQL]DWLRQ�

�FRQWLQXHG�RQ�QH[W�SDJH�



9

Chart 1 – continued

Type of trust General information

Salary deferral
arrangement

*HQHUDOO\��WKLV�LV�D�SODQ�RU�DUUDQJHPHQW��ZKHWKHU�IXQGHG�RU�QRW��EHWZHHQ�DQ�HPSOR\HU�DQG�DQ
HPSOR\HH�RU�DQRWKHU�SHUVRQ�ZKR�KDV�D�ULJKW�WR�UHFHLYH�VDODU\�RU�ZDJHV�LQ�D�\HDU�DIWHU�WKH�VHUYLFHV
KDYH�EHHQ�UHQGHUHG�

$�VDODU\�GHIHUUDO�DUUDQJHPHQW�LV�WUHDWHG�DV�DQ�HPSOR\HH�EHQHILW�SODQ�LI�WKH�DUUDQJHPHQW�ZDV�PDGH�LQ
ZULWLQJ�EHIRUH�)HEUXDU\�����������DQG�LI�WKH�FRQWULEXWLRQV�DUH�IRU�VHUYLFHV�UHQGHUHG�

n EHIRUH�-XO\�������RU
n DIWHU�-XQH�������LI�WKH�HPSOR\HH�LV�ERXQG�XQGHU�FRQWUDFW�WR�GHIHU�UHFHLYLQJ�WKDW�LQFRPH�

)RU�PRUH�LQIRUPDWLRQ��VHH�,QWHUSUHWDWLRQ�%XOOHWLQ�,7������)OH[LEOH�(PSOR\HH�%HQHILW�3URJUDPV�

Filing note��,I�D�VDODU\�GHIHUUDO�DUUDQJHPHQW�GRHV�QRW�TXDOLI\�IRU�WUHDWPHQW�DV�DQ�HPSOR\HH�EHQHILW
SODQ��D�7��UHWXUQ�LV�QRW�UHTXLUHG��,QVWHDG��WKH�GHIHUUHG�DPRXQW�LV�GHHPHG�WR�EH�DQ�HPSOR\PHQW
EHQHILW��VR�\RX�UHSRUW�LW�RQ�D�7��VOLS��QRW�RQ�D�7��VOLS��7KH�HPSOR\HH�KDV�WR�LQFOXGH�WKH�DPRXQW�LQ�LQFRPH
IRU�WKH�\HDU�WKH�VHUYLFHV�DUH�UHQGHUHG��7KH�HPSOR\HH�DOVR�KDV�WR�LQFOXGH�DQ\�LQWHUHVW��RU�RWKHU�DPRXQW
HDUQHG�E\�WKH�GHIHUUHG�DPRXQW��)RU�PRUH�LQIRUPDWLRQ��VHH�WKH�JXLGHV�FDOOHG�)LOLQJ�WKH�7��6OLS�DQG
6XPPDU\�)RUP�DQG�)LOLQJ�WKH�7�)�6OLS�DQG�6XPPDU\�)RUP�

Retirement
compensation
arrangement

(RCA)

7KLV�DUUDQJHPHQW�H[LVWV�ZKHQ�DQ�HPSOR\HU�PDNHV�FRQWULEXWLRQV�IRU�DQ�HPSOR\HH·V�UHWLUHPHQW�
WHUPLQDWLRQ�RI�HPSOR\PHQW��RU�DQ\�VLJQLILFDQW�FKDQJH�LQ�VHUYLFHV�RI�HPSOR\PHQW�

,I�WKH�DUUDQJHPHQW�ZDV�HVWDEOLVKHG�EHIRUH�2FWREHU����������RU�HVWDEOLVKHG�SXUVXDQW�WR�DQ�DJUHHPHQW
HQWHUHG�LQWR�EHIRUH�2FWREHU����������D�QHZ�SODQ�LV�GHHPHG�WR�KDYH�EHHQ�FUHDWHG�RQ�WKH�HDUOLHU�RI
-DQXDU\����������RU�WKH�GDWH�RQ�ZKLFK�WKH�WHUPV�RI�WKH�SODQ�ZHUH�PDWHULDOO\�DOWHUHG��:KLOH�DOO
FRQWULEXWLRQV�PDGH�DIWHU�WKH�HVWDEOLVKPHQW�RI�WKH�QHZ�SODQ�DUH�WUHDWHG�DV�DQ�5&$��WKH�LQFRPH�IURP
WKH�SURSHUW\�RI�WKH�ROG�SODQ�ZLOO�EH�WUHDWHG�DV�DQ�HPSOR\HH�EHQHILW�SODQ�

Filing note��<RX�KDYH�WR�ILOH�D�7��UHWXUQ�IRU�WKH�SRUWLRQ�RI�DQ�5&$�WKDW�LV�WUHDWHG�DV�DQ�HPSOR\HH�EHQHILW
SODQ��$�7��5&$��3DUW�;,���7D[�5HWXUQ�²�5HWLUHPHQW�&RPSHQVDWLRQ�$UUDQJHPHQW��5&$���KDV�WR�EH�ILOHG�WR
UHSRUW�WKH�LQFRPH�RI�WKH�RWKHU�SRUWLRQ�RI�WKH�SODQ��)RU�PRUH�LQIRUPDWLRQ��VHH�WKH�5HWLUHPHQW
&RPSHQVDWLRQ�$UUDQJHPHQWV�*XLGH�

Insurance
segregated
fund trust

&RQVLGHUHG�WR�EH�DQ�LQWHU�YLYRV�WUXVW��WKLV�LV�D�UHODWHG�VHJUHJDWHG�IXQG�RI�D�OLIH�LQVXUHU�IRU�OLIH�LQVXUDQFH
SROLFLHV��7KH�IXQG·V�SURSHUW\�DQG�LQFRPH�DUH�FRQVLGHUHG�WR�EH�WKH�SURSHUW\�DQG�LQFRPH�RI�WKH�WUXVW�
ZLWK�WKH�OLIH�LQVXUHU�DV�WKH�WUXVWHH�

Filing note��<RX�KDYH�WR�ILOH�D�VHSDUDWH�UHWXUQ�DQG�ILQDQFLDO�VWDWHPHQWV�IRU�HDFK�IXQG��,I�DOO�WKH
EHQHILFLDULHV�DUH�IXOO\�UHJLVWHUHG�SODQV��FRPSOHWH�RQO\�WKH�LGHQWLILFDWLRQ�DQG�FHUWLILFDWLRQ�DUHDV�RI�WKH
UHWXUQ�DQG�HQFORVH�WKH�ILQDQFLDO�VWDWHPHQWV��,I�WKH�EHQHILFLDULHV�DUH�ERWK�UHJLVWHUHG�DQG�QRQ�UHJLVWHUHG
SODQV��UHSRUW�DQG�DOORFDWH�RQO\�WKH�LQFRPH�WKDW�DSSOLHV�WR�WKH�QRQ�UHJLVWHUHG�SODQV�

Non-profit
organization

7KLV�LV�DQ�RUJDQL]DWLRQ��IRU�H[DPSOH��FOXE��VRFLHW\��RU�DVVRFLDWLRQ��WKDW�LV�XVXDOO\�RUJDQL]HG�DQG
RSHUDWHG�H[FOXVLYHO\�IRU�VRFLDO�ZHOIDUH��FLYLF�LPSURYHPHQW��SOHDVXUH��UHFUHDWLRQ��RU�DQ\�RWKHU�SXUSRVH
H[FHSW�SURILW��7KH�RUJDQL]DWLRQ�ZLOO�JHQHUDOO\�EH�H[HPSW�IURP�WD[�LI�QR�SDUW�RI�LWV�LQFRPH�LV�SD\DEOH�WR�
RU�DYDLODEOH�IRU��WKH�SHUVRQDO�EHQHILW�RI�D�SURSULHWRU��PHPEHU��RU�VKDUHKROGHU��)RU�PRUH�LQIRUPDWLRQ��VHH
,QWHUSUHWDWLRQ�%XOOHWLQ�,7������1RQ�3URILW�2UJDQL]DWLRQV��DQG�LWV�6SHFLDO�5HOHDVH�

1RWH�WKDW�LI�WKH�PDLQ�SXUSRVH�RI�WKH�RUJDQL]DWLRQ�LV�WR�SURYLGH�VHUYLFHV�VXFK�DV�GLQLQJ��UHFUHDWLRQDO��RU
VSRUWLQJ�IDFLOLWLHV�WR�LWV�PHPEHUV��ZH�FRQVLGHU�LW�WR�EH�DQ�inter vivos trust��,Q�WKLV�FDVH��WKH�WUXVW�LV�WD[DEOH
RQ�LWV�LQFRPH�IURP�SURSHUW\��DQG�RQ�DQ\�WD[DEOH�FDSLWDO�JDLQV�IURP�WKH�GLVSRVLWLRQ�RI�DQ\�SURSHUW\�WKDW
LV�QRW�XVHG�WR�SURYLGH�WKRVH�VHUYLFHV�

)RU�PRUH�LQIRUPDWLRQ��VHH�,QWHUSUHWDWLRQ�%XOOHWLQ�,7�����1RQ�3URILW�2UJDQL]DWLRQV�²�7D[DWLRQ�RI�,QFRPH
)URP�3URSHUW\�

Filing note��,I�WKH�QRQ�SURILW�RUJDQL]DWLRQ�LV�H[HPSW�IURP�WD[��\RX�GR�QRW�QHHG�WR�ILOH�D�7��UHWXUQ�

,I�WKH�QRQ�SURILW�RUJDQL]DWLRQ�LV�QRW�H[HPSW�IURP�WD[��ILOH�D�UHWXUQ�ZKHQ�WKH�WUXVW�KDV�WD[�SD\DEOH��KDV�D
WD[DEOH�FDSLWDO�JDLQ��RU�KDV�GLVSRVHG�RI�FDSLWDO�SURSHUW\��<RX�FDQ�GHGXFW��������RQ�OLQH����RI�WKH
UHWXUQ�ZKHQ�FDOFXODWLQJ�WKH�WUXVW·V�WD[DEOH�LQFRPH�

�FRQWLQXHG�RQ�QH[W�SDJH�
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Chart 1 – continued

Type of trust General information

Employee
trust

7KLV�LV�DQ�LQWHU�YLYRV�WUXVW��*HQHUDOO\��LW�LV�DQ�DUUDQJHPHQW�HVWDEOLVKHG�DIWHU�������XQGHU�ZKLFK�DQ
HPSOR\HU�PDNHV�SD\PHQWV�WR�D�WUXVWHH�LQ�WUXVW�IRU�WKH�VROH�EHQHILW�RI�WKH�HPSOR\HHV��7KH�WUXVWHH�KDV�WR
HOHFW�WR�TXDOLI\�WKH�DUUDQJHPHQW�DV�DQ�HPSOR\HH�WUXVW�RQ�WKH�WUXVW·V�ILUVW�UHWXUQ��7KH�HPSOR\HU�FDQ
GHGXFW�FRQWULEXWLRQV�WR�WKH�SODQ�RQO\�LI�WKH�WUXVW�KDV�PDGH�WKLV�HOHFWLRQ�DQG�ILOHG�LW�QR�ODWHU�WKDQ
���GD\V�DIWHU�WKH�HQG�RI�LWV�ILUVW�WD[DWLRQ�\HDU��7R�PDLQWDLQ�LWV�HPSOR\HH�WUXVW�VWDWXV��HDFK�\HDU�WKH�WUXVW
KDV�WR�DOORFDWH�WR�LWV�EHQHILFLDULHV�DOO�QRQ�EXVLQHVV�LQFRPH�IRU�WKDW�\HDU��DQG�HPSOR\HU�FRQWULEXWLRQV
PDGH�LQ�WKH�\HDU��%XVLQHVV�LQFRPH�FDQQRW�EH�DOORFDWHG��DQG�LV�WD[HG�LQ�WKH�WUXVW�

)RU�PRUH�LQIRUPDWLRQ��VHH�,QWHUSUHWDWLRQ�%XOOHWLQ�,7������(PSOR\HH�%HQHILW�3ODQV�DQG�(PSOR\HH�7UXVWV�
DQG�LWV�6SHFLDO�5HOHDVH�

Filing note��$Q�HPSOR\HH�WUXVW�KDV�WR�ILOH�D�UHWXUQ�LI�WKH�SODQ�RU�WUXVW�KDV�WD[�SD\DEOH��KDV�D�WD[DEOH
FDSLWDO�JDLQ��RU�KDV�GLVSRVHG�RI�FDSLWDO�SURSHUW\�

%HFDXVH�WKH�DOORFDWLRQV�DUH�WD[HG�DV�LQFRPH�IURP�HPSOR\PHQW�WR�WKH�EHQHILFLDULHV��UHSRUW�WKH
DOORFDWLRQV�RQ�D�7��VOLS��QRW�RQ�D�7��VOLS��)RU�PRUH�LQIRUPDWLRQ��VHH�WKH�JXLGHV�FDOOHG�)LOLQJ�WKH�7��6OLS�DQG
6XPPDU\�)RUP�DQG�)LOLQJ�WKH�7�)�6OLS�DQG�6XPPDU\�)RUP�

Master trust 7KLV�LV�DQ�LQWHU�YLYRV�WUXVW��$�WUXVW�FDQ�HOHFW�WR�EH�D�PDVWHU�WUXVW�LI�GXULQJ�WKH�HQWLUH�WLPH�VLQFH�LWV�FUHDWLRQ
LW�PHW�all�RI�WKH�IROORZLQJ�FRQGLWLRQV�
n LW�ZDV�UHVLGHQW�LQ�&DQDGD�
n LWV�RQO\�XQGHUWDNLQJ�ZDV�WKH�LQYHVWLQJ�RI�LWV�IXQGV�
n LW�QHYHU�ERUURZHG�PRQH\�H[FHSW�IRU�D�WHUP�RI����GD\V�RU�OHVV��IRU�WKLV�SXUSRVH��WKH�ERUURZLQJ�FDQQRW

EH�SDUW�RI�D�VHULHV�RI�ORDQV�RU�RWKHU�WUDQVDFWLRQV�DQG�UHSD\PHQWV��
n LW�KDV�QHYHU�DFFHSWHG�GHSRVLWV��DQG
n HDFK�RI�LWV�EHQHILFLDULHV�LV�D�UHJLVWHUHG�SHQVLRQ�SODQ�RU�D�GHIHUUHG�SURILW�VKDULQJ�SODQ�

Filing note��$�PDVWHU�WUXVW�LV�H[HPSW�IURP�3DUW�,�WD[��$�WUXVW�FDQ�HOHFW�WR�EH�D�PDVWHU�WUXVW�E\�LQGLFDWLQJ
WKLV�LQ�D�OHWWHU�ILOHG�ZLWK�LWV�UHWXUQ�IRU�WKH�WD[DWLRQ�\HDU�WKH�WUXVW�HOHFWV�WR�EHFRPH�D�PDVWHU�WUXVW��2QFH
PDGH��WKLV�HOHFWLRQ�FDQQRW�EH�UHYRNHG��+RZHYHU��WKH�WUXVW�PXVW�FRQWLQXH�WR�PHHW�WKH�FRQGLWLRQV�OLVWHG
DERYH��WR�NHHS�LWV�LGHQWLW\�DV�D�PDVWHU�WUXVW��$IWHU�WKH�ILUVW�7��UHWXUQ�LV�ILOHG�IRU�WKH�PDVWHU�WUXVW��\RX�GR�QRW
KDYH�WR�ILOH�DQ\�IXUWKHU�7��UHWXUQV�IRU�WKLV�WUXVW��+RZHYHU��LI�WKH�WUXVW�H[FHHGV�WKH�IRUHLJQ�FRQWHQW�OLPLW��\RX
PD\�KDYH�WR�ILOH�D�7�'�,QFRPH�7D[�5HWXUQ�IRU�'HIHUUHG�3URILW�6KDULQJ�3ODQ��'363��RU�5HYRNHG�'363��RU�D
7�3��(PSOR\HHV·�3HQVLRQ�3ODQ�,QFRPH�7D[�5HWXUQ��)RU�PRUH�LQIRUPDWLRQ��JHW�D�FRS\�RI�WKHVH�UHWXUQV�

Note
For 2001 and subsequent years, the term spouse used in
the definition of “post-1971 partner trust” and “joint
partner trust” will include a common-law partner (see
the definition of spouse in the Glossary). This may also
apply to 2000 if the settlor and the settlor’s common-law
partner filed an election under the Modernization of
Benefits and Obligations Act before the trust was created.
For more information, contact us.

Who should file? ▲
You have to file a return if income from the trust property
is subject to tax, and the trust:

n has tax payable;

n has a taxable capital gain or has disposed of a capital
property;

n has provided a benefit of more than $100 to a beneficiary
for upkeep, maintenance, or taxes for property
maintained for the beneficiary’s use (for more
information, see Line 43 on page 20); or

n receives from the trust property any income, gain, or
profit that is allocated to one or more beneficiaries, and
the trust has:

– total income from all sources of more than $500;

– income of more than $100 allocated to any single
beneficiary; or

– allocated any portion of the income to a non-resident
beneficiary.

Note
You may not have to file a return if the estate is
distributed immediately after the person dies, or if the
estate did not earn income before the distribution. In
these cases, you should give each beneficiary a statement
showing his or her share of the estate.

What to file?� ▲
Trusts listed in Chart 1 may have to file a T3 Trust Income
Tax and Information Return, and any related schedules and
statements, if they meet the requirements listed above in
“Who should file?.” The T3 return is filed as both an
income tax return, which calculates tax liability, and an
information return, which reports amounts allocated and
designated to beneficiaries. You may also have to file the
following forms, depending on the type of amounts paid or
allocated by the trust:

n If the trust allocated amounts to resident beneficiaries,
use the T3 Summary and the related T3 slips. See
Chapter 4 for more information.

n If the trust paid executor or trustee fees to a resident of
Canada, or if an employee benefit plan or an employee
trust made distributions other than a return of employee
contributions, use a T4 Summary, Summary of
Remuneration Paid, and the related T4 slips, Statement of
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Remuneration Paid. For more information, see the guide
called Filing the T4 Slip and Summary Form.

n If the trust paid scholarships, fellowships, bursaries,
prizes, or research grants to a resident of Canada, use a
T4A Summary, Summary of Pension, Retirement, Annuity,
and Other Income, and the related T4A slips, Statement of
Pension, Retirement, Annuity, and Other Income. For more
information, see the guide called Filing the T4A Slip and
Summary Form.

n If the trust paid or credited, or is considered to have paid
or credited, amounts to a non-resident beneficiary, use an
NR4 Summary, Return of Amounts Paid or Credited to
Non-Residents of Canada, and the related NR4 slips,
Statement of Amounts Paid or Credited to Non-Residents of
Canada. For more information, see the Non-Resident
Withholding Tax Guide.

n If the trust paid fees to a non-resident of Canada for
services performed in Canada, use a T4A-NR Summary,
Fees, Commissions, or Other Amounts Paid to Non-Residents
for Services Rendered in Canada, and the related
T4A-NR slips, Statement of Fees, Commissions, or Other
Amounts Paid to Non-Residents for Services Rendered in
Canada. For more information, see the Non-Resident
Withholding Tax Guide.

When to file? ▲
The filing due date depends on the trust’s taxation year
end.

Filing dates
You have to file the return, T3 and NR4 slips, and T3 and
NR4 summaries no later than 90 days after the end of the
trust’s taxation year (see “Taxation year” on this page). You
should also pay any balance owing no later than 90 days
after the trust’s taxation year end.

If the information slips you need to complete the return are
not available when the return is due, estimate the income.
If, after you receive the slips, you find your estimate differs
from the actual amounts, send the slips and a letter to us,
requesting an adjustment to the trust’s income. For more
information, see “Reassessments” on page 13.

If you mail the return first-class, or if you use an equivalent
delivery service, we consider the date of the postmark on
the envelope to be the day you filed the return.

If the required filing date falls on a Sunday or a statutory
holiday, we will consider it filed on time if it is delivered
on, or if the postmark on the envelope is, the first working
day after the required filing date.

For information on late-filing penalties and interest on
unpaid taxes, see “Penalties and interest” on page 12.

Note
You have to file T4, T4A, and T4A-NR slips by the last
day of February after the calendar year in which the
trust made the payment.

Deadline for distributing T3 slips – You must send
T3 slips to the beneficiary’s last known address no later
than 90 days after the end of the trust’s taxation year. If you
have the information you need to complete the slips before

that deadline, we encourage you to send them to the
beneficiaries as early as possible.

Final return
If you are filing the final return for the trust, you have to
file the return and pay any balance owing no later than
90 days after the trust’s wind-up (discontinuation) date.
You have to enter the wind-up date on page 1 of the return.

If you wind up a testamentary trust, the taxation year will
end on the date of the final distribution of the assets. If you
wind up an inter vivos trust, you may want to file a final
return before the end of the trust’s taxation year. In either
case, you should get a clearance certificate before you
distribute the trust property. For more information, see
“Clearance certificate” on page 14.

Taxation year
Inter vivos trust
The taxation year end of an inter vivos trust is
December 31, except for a mutual fund trust that elects
to have a December 15 year end.

Testamentary trust
The taxation year end of a testamentary trust may be, but
does not have to be, December 31. The first taxation period
of the trust begins on the day after the person dies, and
ends at any time you select within the next 12 months. The
tax rates used, and the tax year of the slips issued to the
beneficiaries, are based on the year end of the trust.

You may prefer to choose a December 31 year end for a
testamentary trust for several reasons.

n Availability of forms – The current-year trust returns
and related schedules are usually not available until the
end of the calendar year. A 2001 return due before the
forms are available would have to be filed on a
2000 form, which might not contain current-year changes
or information.

n Easier form completion – Generally, it is easier to
complete forms and to interpret rules when the taxation
year coincides with the calendar year.

n Availability of information – Most information slips for
income amounts are issued for a calendar year (for
example, a T5 slip for bank interest).

n Minimum delay in assessing – Changes to law generally
require changing the processing procedures for the
return. If the return has a taxation year ending early in a
calendar year, we may have to delay assessing the return
until the law is passed and the new procedures are in
place.

There may also be advantages to choosing a non-calendar
year end. Elections to transfer certain estate losses incurred
and certain gains realized on employee stock options
during the first taxation year of the trust to the deceased
person’s return for the year of death, and the timing of
income receipts may play an important role when you
choose the trust’s taxation year.

Once you establish the trust’s year end, you cannot change
it without our approval. Requests will be approved only if
the change is for sound business reasons. Normally,
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retroactive changes will not be approved. For more
information, see Interpretation Bulletin IT-179, Change of
Fiscal Period.

Note
If the assets of the testamentary trust are not distributed
to the beneficiaries according to the terms of the will, the
testamentary trust may become an inter vivos trust. If
this is the case, change the taxation year of the trust to
December 31 if the trust is not already filing on this
basis. On the first return with a December 31 year end,
attach a note to explain the situation. In the year of
change, the taxation year may be less than, but not more
than, 12 months.

Where to file? ▲
Where you file the return depends on the residency of the
trust. Generally, we consider a trust to reside where the
trustee, executor, administrator, liquidator, or other legal
representative who manages the trust or controls the trust’s
assets lives.

A trust is a resident of Canada or a non-resident of Canada.
The residence of the trust will determine the appropriate
tax rates.

For more information, see Interpretation Bulletin IT-447,
Residence of a Trust or Estate.

Trusts resident in Canada
Send the return to:

Ottawa Technology Centre
Ottawa ON  K1A 1A2

If you have questions about resident trusts, contact us at
1-800-959-8281. For our addresses and other telephone
numbers, see the listings in the government section of your
telephone book.

Non-resident trusts
Send the return to:

International Tax Services Office
Canada Customs and Revenue Agency
Ottawa ON  K1A 1A8

If you have questions about non-resident trusts, call the
International Tax Services Office at one of the following
numbers:

When calling from:

The Ottawa area ............................................................952-8753
Other Canadian and U.S. locations.................. 1-800-267-5177
Outside Canada and U.S.* ............................... 1-613-952-8753

* We accept collect calls.

How to file?� ▲
You can use the following formats to file the return, the
summary, and the related slips.

Paper return, summary, and slips – You can use the forms
that we print, or your own computer-printed (customized)
forms. If you file more than 500 T3 slips, see “Filing on

magnetic media” below. If you design and issue your own
customized forms, you have to get written approval from
us. For more information, see Information Circular 97-2,
Customized Forms – Returns and Information Slips.

Filing on magnetic media – If the trust has a taxation year
end of December 31, or is a mutual fund trust with a
taxation year end of December 15, and:

n you file more than 500 T3 slips, you have to file the slips
and summary on magnetic tape, cartridge, or diskette; or

n you file 500 or less T3 slips, and you use a computerized
system to generate them, we encourage you to file the
slips and summary on magnetic media.

If you are a tax preparer, and you file a total of more than
500 T3 slips for trusts that have a taxation year end of
December 31, or December 15 for mutual fund trusts, you
have to file using magnetic media for these trusts.

Mutual fund trusts that file T3 slips on magnetic media
may combine the income and capital gains from several
funds onto one T3 slip for each unit holder. However, when
you combine the slips you have to:

n prepare the tape, cartridge, or diskette of summaries and
slips which you submit to the Canada Customs and
Revenue Agency (CCRA) at the individual fund level;

n provide unit holders with statements that allow them to
reconcile the amounts reported on the combined
information slips; and

n maintain an audit trail so the combined information slips
can be verified if the CCRA audits these funds later.

If you file on magnetic media, send us the tape, cartridge,
or diskette on or before the filing deadline. Do not send a
paper copy of the summary or slips.

If you are participating in the magnetic media filing
program for the first time, send us a test tape or diskette for
our approval at least two months before the filing deadline.
For technical specifications, see the Computer Specifications
for Data Filed on Magnetic Media – T5, T5008, T4RSP, T4RIF,
NR4, and T3 guide.

For more information about this method of filing, you can
call us toll free at 1-800-665-5164. You can also reach us on
the Internet at the following address:
www.ccra-adrc.gc.ca/magmedia

If you prefer, you can write to:

Magnetic Media Processing Team
Ottawa Technology Centre
Ottawa ON  K1A 1A2

Penalties and interest ▲

Penalties
If you do not file the trust’s income tax return by the
required date, we will charge a late-filing penalty on any
unpaid tax. The penalty is 5% of the unpaid tax plus 1% of
the unpaid tax for each full month that the return is late, to
a maximum of 12 months.

The late-filing penalty will be higher if we issued a demand
to file the return, and we assessed a late-filing penalty for

tauvett
1-800-959-8281.

tauvett
1-800-665-5164.

tauvett
952-8753

tauvett
1-800-267-5177

tauvett
1-613-952-8753

tauvett
Ottawa Technology Centre

tauvett
Ottawa ON K1A 1A2
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any of the three previous years’ returns. In this case, the
penalty is 10% of the unpaid tax, plus 2% of the unpaid tax
for each full month that the return is late, to a maximum of
20 months.

If you fail to report an amount on the return, we may
charge you a penalty. If you do this more than once within
a four-year period, you will have to pay an extra penalty.

If you file an information return late, or do not distribute
two copies of the related slips to the beneficiaries by the
required date, you will be liable to a penalty. This penalty is
$25 a day for each day they are late, from a minimum of
$100 to a maximum of $2,500.

If you do not file a return or slip as required, you will be
guilty of an offence. If convicted, you will be liable to a fine
ranging from a minimum of $1,000 to a maximum of
$25,000, or to a fine and imprisonment for a period of up to
12 months.

You will be liable to a penalty if, due to culpable conduct,
you prepare income tax or information returns, forms, or
certificates on behalf of another person, and you make false
statements or omissions. The penalty is the greater of $1,000
and 50% of the tax avoided or refunded as a result of the
false information. This penalty is applicable to false
statements or omissions made after June 29, 2000.

Interest
We pay compounded daily interest on a tax refund starting
on the latest of:

n the 46th day after the return is due;

n the 46th day after the return is filed; or

n the day after the overpayment arises.

We charge interest on unpaid amounts and the total
amount of penalties assessed. We calculate this interest,
compounded daily, at a prescribed rate from the date the
unpaid amount was due until the date of its payment.

Cancelling or waiving penalties and interest
We may cancel or waive all or a portion of penalties and
interest because of circumstances beyond your control. For
more information, see Information Circular 92-2, Guidelines
for the Cancellation and Waiver of Interest and Penalties.

After you file ▲

Processing times
We can usually process a T3 return in four months. If you
filed a return for the first year of a testamentary trust, and
you chose a taxation year end other than December 31, it
may take longer to process the return. For more
information, see “Taxation year” on page 11.

Reassessments
If you need to change a return after you send it to us,
do not file another return for that taxation year. Send us a
letter providing the details of the change. Make sure that
you indicate the taxation year you want us to change, and
attach any supporting documents. You should also include
the trust’s account number on the letter.

We can reassess your return, make additional assessments,
or assess tax, interest, or penalties within:

n three years (four years for mutual fund trusts) from the
date we mailed your original Notice of Assessment or a
notice that no tax was payable for the taxation year (this
period is called the “normal reassessment period”). We
consider the date appearing on the notice to be the date
that we mailed it; or

n six years (seven years for mutual fund trusts) from the
date we mailed your original Notice of Assessment to allow
or change a carryback of certain deductions, such as a
loss or an unused investment tax credit.

Your request should be postmarked before the end of the
periods mentioned above for us to consider reassessing
your return.

In certain cases, we can reassess a testamentary trust as far
back as 1985 to give you a refund or reduce the tax owing.
For more information, see Information Circular 92-3,
Guidelines for Refunds Beyond the Normal Three Year Period.

We usually base our initial assessment on the income you
report. Later, we may select the return for a more in-depth
review or audit. We can also reassess a return at any time if:

n you have made a misrepresentation because of neglect,
carelessness, willful default, or fraud in either filing the
return or supplying information required by the Act; or

n you file Form T2029, Waiver in Respect of the Normal
Reassessment Period, with your tax services office before
the normal reassessment period expires. If you want to
revoke a waiver you previously filed, file Form T652,
Notice of Revocation of Waiver. The revocation will take
effect six months after you file Form T652.

Elections
Under certain circumstances, we may allow you to make a
late or amended election, or revoke an original election.
This applies to the following elections that we discuss in
this guide:

n 164(6) election by a testamentary trust (see page 23); and

n preferred beneficiary election (see page 38).

A late, amended, or revoked election is subject to a penalty
of $100 for each complete month from the due date of the
election to the date of the request. The maximum penalty is
$8,000.

For more information, see Information Circular 92-1,
Guidelines for Accepting Late, Amended or Revoked Elections.

What records do you have to keep?
You have to keep your books, records, and supporting
documents in case we need to verify the income or loss you
reported on the return. Generally, you must keep them for
at least six years from the taxation year end to which they
relate. However, you can request permission to dispose of
them before the end of this period. For more information,
see Information Circular 78-10, Books and Records
Retention/Destruction.
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Clearance certificate
You have to get a clearance certificate before distributing
any property under your control. However, you can
distribute property without a clearance certificate, as long
as you keep sufficient property in the trust to pay any
liability to us. By getting this certificate, you will avoid
being personally liable for unpaid taxes, interest, and
penalties.

We cannot issue a clearance certificate until you:

n have filed all the required returns and we have assessed
them; and

n have paid or secured all amounts owing.

To ask for a clearance certificate, complete Form TX19,
Asking for a Clearance Certificate. Send the completed
Form TX19 to the Assistant Director, Verification and
Enforcement Division, at your tax services office. Send the
form after you have received a Notice of Assessment for each
return. Do not include Form TX19 with a tax return.

For more information, see Information Circular 82-6,
Clearance Certificate.

he T3 Trust Income Tax and Information Return is a
four-page form with related schedules. As the preparer,

you should follow the steps below.

Step 1 – Identification and other
required information ▲

Page 1 – Identification
Complete all items on page 1 of the return. The assessment
of the return may be delayed if you do not provide all the
information.

n Name of trust – Use the same name on all returns and
correspondence for the trust.

n Trust account number – If we have assigned an account
number to the trust, enter it in this space. Include this
number on all correspondence related to the trust. If this
is the first return for the trust, we will issue an account
number after we receive the return.

n Yukon First Nations – If the trust resides on Yukon First
Nations settlement land, answer “Yes,” and enter the First
Nations name and identification number in the spaces
provided. The settlement lands and their numbers are:

– Champagne and Aishihik 11002
– Little Salmon/Carmacks 11006
– Nacho Nyak Dun 11007
– Selkirk 11009
– Teslin Tlingit 11011
– Tr’ondëk Hwëch’in 11012
– Vuntut Gwitchin 11013

 When you enter this information on the return, we will
transfer part of any tax payable to the government of the
First Nations settlement where the trust resides.

n Date of entry or departure – Provide the date the trust
entered or departed Canada in the taxation year.

n Residence of trust and type of trust – It is important that
you complete each item correctly because we use this
information to determine the correct rate of tax. For
information about the residence of the trust, see “Where
to file?” on page 12. To identify the correct type of trust,
see the chart on page 7.

 For testamentary trusts, use the “Other” box to identify
trusts which are not spousal trusts. For inter vivos trusts,
use the “Personal trust” box to identify personal trusts
which are not spousal trusts or communal organizations.

n Date of death (testamentary trust) or date trust was
created (inter vivos trust) – Provide this information on
each return filed.

n Non-profit organization – If the non-profit organization
is incorporated, enter the business number.

n Offshore trust – Indicate if the trust is an offshore trust.
See the definition of offshore trust in “Chart 1 - Types of
Trusts,” on page 7.

Questions
Answer all the questions at the bottom of page 1. The
following information will help you answer certain
questions.

Question 1 – You have to answer this question for each
personal trust.

Question 2 – The sale of an income or capital interest in a
trust is a change in ownership. Distributing estate property
to beneficiaries is not a change in ownership for this
question.

Question 6 – For information about debts incurred in
non-arm’s length transactions, see Interpretation
Bulletin IT-406, Tax Payable by an Inter Vivos Trust.

Question 8 – The terms of the will, trust document, or court
order determine the requirement to allocate income.

Question 9 – See “Income to be taxed in the trust” on
page 37.

Page 2 – Schedules and other required
information
The questions on page 2 of the return will help you
determine the schedules, forms, and statements you may
need to complete. Most of these are included in the T3 trust
forms packages. You can get any other schedules and forms
that you may need from your tax services office, or from the
Internet. Please answer all questions.

The following information will help you answer certain
questions.

Question 5 – You have to answer this question for each
personal trust created by contributions from the same
individual.

Chapter 2 – Completing the
Return

T



15

Question 11 – For more information, see “Preferred
beneficiary election” on page 38.

Question 15 – If you answer “Yes,” attach a statement
giving all required information. See “Distribution of
property to beneficiaries” on page 23.

Question 17 – For more information, see “Testamentary
trust elections” on page 23.

Reporting foreign income and property
A trust that is resident in Canada has to report its income
from all sources, both inside and outside Canada.

Depending on the trust’s situation, you may have to file the
following forms in addition to a T3 return. These forms
contain more information about filing them.

n The trustee of a trust with a foreign affiliate that is not a
controlled foreign affiliate has to file Form T1134-A,
Information Return Relating to Foreign Affiliates That Are
Not Controlled Foreign Affiliates.

n The trustee of a trust with a controlled foreign affiliate
trust or corporation has to file Form T1134-B, Information
Return Relating to Controlled Foreign Affiliates.

n The trustee of a trust which has made transfers or loans
of property to a corporation that would have been a
controlled foreign affiliate of a foreign trust, if the foreign
trust had been resident in Canada, or to a foreign trust in
any year, or whose controlled foreign affiliate has made
transfers or loans of property to a corporation that would
have been a controlled foreign affiliate of a foreign trust
if the foreign trust had been resident in Canada, or to a
foreign trust (except specified foreign pension plans,
specified foreign mutual fund trusts, and trusts governed
by foreign retirement arrangements), has to file
Form T1141, Information Return in Respect of Transfers or
Loans to a Non-Resident Trust.

n The trustee of a trust that receives distributions from, or
is indebted to, a foreign trust in which it has a beneficial
interest (except specified foreign pension plans and trusts
governed by foreign retirement arrangements), has to file
Form T1142, Information Return in Respect of Distributions
From and Indebtedness to a Non-Resident Trust.

The trust may either hold foreign property owned by the
trust, or it may own a share of foreign property in which it
has an interest. If the total cost of all the trust’s foreign
holdings is more than CAN$100,000, complete Form T1135,
Foreign Income Verification Statement. Form T1135 contains
more information about filing, and a complete list of the
different kinds of foreign property.

The deadline for filing these forms is the same as the
return’s filing due date (see “Filing dates” on page 11).

Note
There are substantial penalties for failing to complete
and file these forms by the due date.

Foreign property includes:

n funds held outside Canada (including a foreign bank
account);

n tangible property located outside Canada, including real
estate and equipment;

n shares in foreign corporations;

n an interest in a foreign trust, including a foreign mutual
fund trust;

n intangible property located outside Canada, such as
rights to royalties, and a share of a Canadian corporation
deposited with a foreign broker; and

n a debt (such as a note, bond, or debenture) owed or
issued by a non-resident.

Foreign property does not include:

n an interest in a registered retirement savings plan,
registered retirement income fund, or registered pension
plan that contains foreign property;

n mutual funds registered in Canada that contain foreign
investments;

n property the trust used or held exclusively in the course
of carrying on an active business; or

n personal-use property.

Once you have completed the necessary schedules, forms,
and statements, you will be ready to complete the return.
Attach all documents to the return.

Step 2 – Calculating total income:
Lines 01 to 20
Transfers and loans of property
We refer to a person who has loaned or transferred
property as the “transferor.” If a transferor, who is alive
and resident in Canada, lends or transfers property to the
trust for the benefit of:

n the transferor’s spouse, or a person who has since
become the transferor’s spouse; or

n the transferor’s related minor (such as a child,
grandchild, sister, brother, niece, or nephew under the
age of 18 at the end of the year);

any income or loss from that property may have to be
reported on the transferor’s return.

Note
The transferor does not have to report the income of the
trust if the related minor turns 18 before the end of the
year.

The transferor may also have to report taxable capital gains
or allowable capital losses from the disposition of property
loaned or transferred to a trust for the benefit of the
transferor’s spouse, or a person who has since become the
transferor’s spouse.

For more information about transfers and loans of property,
see the Capital Gains guide and the following interpretation
bulletins:

n IT-286, Trusts – Amount Payable;

n IT-369, Attribution of Trust Income to Settlor, and its
Special Release;

n IT-510, Transfers and Loans of Property Made After
May 22, 1985 to a Related Minor; and
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n IT-511, Interspousal and Certain Other Transfers and Loans
of Property.

If the trust’s terms are such that the transferred property
may revert to the transferor, or if the transferor keeps a
certain degree of control over the property, read
“Exceptions and limits to income allocations” on page 36.

If the income from loaned or transferred property is to be
included on the transferor’s tax return, you generally have
to report it on the trust’s return, and issue a T3 slip
reporting the income as that of the transferor.

If the property was sold to the trust at its fair market value,
or if it was loaned to the trust at a prescribed rate of interest
(which was paid within 30 days of the end of the taxation
year), any income or loss, or any taxable capital gain or
allowable capital loss, from that property is generally
income of the trust. Do not issue a T3 slip to the transferor
for this income.

An individual can receive a low-interest or interest-free
loan from a trust to which another individual transfers
property. If the main reason for the loan was to reduce or
avoid tax on the income from the property or substituted
property, and the two individuals do not deal at arm’s
length, report the income from that loaned property or any
property substituted for it on the trust’s return. This rule
also applies to an arm’s length commercial loan that the
individual uses to repay the original low-interest or
interest-free loan.

Split income of a minor beneficiary
Under new legislation, if a trust (other than a mutual fund
trust) allocates certain types of income to a beneficiary who
had not attained the age of 17 years before the taxation
year, the beneficiary may have to pay a special tax.

The special tax applies to:

n taxable dividends allocated by the trust (other than
dividends from shares of a class  listed on a prescribed
stock exchange and those of a mutual fund corporation);

n shareholder benefits allocated by the trust (other than
from ownership of shares of a class listed on a prescribed
stock exchange); and

n income allocated by the trust that came from income that
a trust earned from providing goods or services to a
business operated by:

– a person who is related to the beneficiary at any time in
the year;

– a corporation that has a specified shareholder who is
related to the beneficiary at any time in the year; or

– a professional corporation that has a shareholder who
is related to the beneficiary at any time in the year.

The above does not apply if:

n the income is from property inherited by the beneficiary
and, during the year, he or she either studies full time in
a post-secondary institution or qualifies for the disability
tax credit;

n the beneficiary was a non-resident of Canada at any time
in the year;

n the income is from property the beneficiary inherits from
a parent; or

n neither of the beneficiary’s parents lived in Canada at
any time in the year.

Note
These rules do not apply to property that was loaned or
transferred to the trust as explained in the previous
section

How to report split income
If the trust is allocating “split income” to a beneficiary, you
have to inform the beneficiary that he or she may have to
pay the special tax. Follow the instructions for completing
Schedule 9 on page 39 and the T3 slip on page 51. Attach a
statement to the T3 slip showing the amount of the
beneficiary’s share of the split income and the type of
income. You should also advise the beneficiary in writing
that he or she must complete Form T1206, Tax on Split
Income – 2000.

Line 01 – Taxable capital gains
Calculate the taxable capital gains and allowable capital
losses of the trust on Schedule 1.

Under proposed legislation, the way you calculate the
trust’s taxable capital gains and allowable capital losses has
changed. See “Schedule 1 – Dispositions of Capital Property”
on page 22 for more details.

If the amount on line 122 of Part 4 of Schedule 1 is a taxable
capital gain, enter it on line 01.

If the amount on line 122 of Part 4 of Schedule 1 is a net
capital loss, do not enter it on line 01. You cannot deduct
the net capital loss from other income of the trust in the
year, or allocate it to the beneficiaries (except as described
under “Exceptions and limits to income allocations” on
page 36). You can only use it to reduce the trust’s taxable
capital gains of other years. For more information on net
capital losses, see Line 52 on page 21.

Note
In the first taxation year of a testamentary trust, the legal
representative can elect to apply any net capital loss
against income on the deceased’s final return. See
“Testamentary trust elections” on page 23.

If a trust sells capital property and realizes a gain, it is
treated as a capital gain. If a trust sells eligible capital
property and realizes a gain, it is treated as business,
farming, or fishing income. If the eligible capital property is
qualified farm property, the gain may qualify for the capital
gains deduction. For more information, see the Farming
Income or the Farming Income and NISA guides, and “Capital
gains deduction” on page 31.

Line 02 – Pension income ▲
Enter amounts that the trust received from the following:

n a registered pension plan (RPP);

n a retirement compensation arrangement;

n a deferred profit-sharing plan (DPSP);
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n a superannuation plan; or

n a foreign retirement arrangement.

Lump-sum payments
If the trust received a lump-sum payment from an RPP or a
DPSP that includes amounts accrued to December 31, 1971,
you can elect to have this portion taxed in the trust at a
lower rate. Do not include the amount on this line. Instead,
enter “ITAR 40” on line 02 and on line 1109 of Schedule 11,
and we will calculate any federal and provincial tax
adjustment. For more information, see Interpretation
Bulletin IT-281, Elections on Single Payments From a Deferred
Profit-Sharing Plan.

Line 03 – Actual amount of dividends ▲
Enter the actual amount of dividends received from taxable
Canadian corporations from line 805 of Schedule 8. Attach
all information slips received. For more information, see
Line 805 on page 34.

Line 04 – Foreign investment income ▲
Enter all interest and other investment income from foreign
sources from line 808 of Schedule 8. For more information,
see the note at Line 05 below, and Lines 806 to 808 on
page 34.

Line 05 – Other investment income ▲
Enter the amount from line 815 of Schedule 8.

Include all interest and investment income from
Canadian sources except dividends from taxable
Canadian corporations reported on line 03. Attach all
information slips received.

Note
In the first year of a testamentary trust, any interest
income that has accrued to the person’s date of death is
reported on the deceased person’s final return. Any
interest income accrued after the person’s date of death
is reported on the trust return.

For more information, see Lines 809 to 815 on page 35.

Lines 06, 07, 08, and 09 – Business, Farming,
Fishing, and Rental income
Enter on the appropriate lines, the trust’s gross and net
income or loss from business, farming, fishing, and rentals.
If the amount is a loss, report it in brackets. If the trust is a
member of a partnership, enter the partnership’s total gross
income and the trust’s share of the partnership’s net
income or loss.

If a trust operates a business with a fiscal period end other
than December 31, special rules may apply for calculating
income. See the Reconciliation of Business Income for Tax
Purposes guide to calculate the income to report.

Note
A testamentary trust is exempt from these rules for
calculating income if the trust is the sole proprietor of
the business, or if the business is owned by a partnership
of testamentary trusts.

You have to follow certain rules when reporting business,
farming, fishing, and rental income. The following guides
contain additional information and forms you need to help
you calculate the trust’s income:

n Business and Professional Income (Form T2124, Statement of
Business Activities);

n Farming Income (Form T2042, Statement of Farming
Activities);

n Farming Income and NISA (Form T1163, Statement A –
NISA Account Information and Statement of Farming
Activities for Individuals, or Form T1164, Statement B –
NISA Account Information and Statement of Farming
Activities for Additional Operations);

n Fishing Income (Form T2121, Statement of Fishing
Activities); and

n Rental Income (Form T776, Statement of Real Estate Rentals).

Line 10 – NISA Fund 2
Use the calculation in this section to report all amounts
received, and those deemed to have been received by the
trust out of its NISA Fund 2. This fund is the portion of a
farm producer’s net income stabilization account (NISA)
that comes from third-party sources, such as interest,
bonuses, and government contributions.

The trust should receive an AGR-1 slip, Statement of Farm
Support Payments, for all farm support programs from
which it received payments of more than $100. These
include programs administered by the federal, provincial,
and municipal governments, and producer associations.

A NISA Fund 2 can be transferred to a testamentary
post-1971 partner trust when the settlor dies. In this case, if
the beneficiary spouse dies, the trustee has to report a
deemed payment on the day the beneficiary spouse dies.
The deemed payment is equal to the fund’s balance at the
end of the day of death. However, the trust and the legal
representative of the beneficiary spouse can elect to report
all or a portion of this deemed payment on the beneficiary
spouse’s final return, rather than on the trust’s return. See
“NISA Election,” which follows this section.

The trust has to report on line 10, the amount, if any,
determined by the following calculation:

A – (B  –  C)

Where:

A = the amount paid in the year out of the fund (or
deemed to have been paid out of the fund, such as on
the death of the beneficiary spouse)

B = the total of all amounts previously deemed to have
been paid out of the fund to the trust, or to the
beneficiary spouse, or out of another person’s fund
on being transferred to the trust

C = the total of all amounts previously applied to reduce
income out of the fund

Make separate calculations for each amount either paid or
deemed paid.
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NISA Fund 2 payments are taxable in the trust. They cannot
be allocated to beneficiaries, except for:

n amounts that relate to payments received by a
testamentary spousal trust while the beneficiary spouse
was still alive; or

n under proposed legislation, amounts received by a
communal organization.

Use the space below line 10 to show any of the amount on
that line relating to payments received by the beneficiary
spouse while he or she was, or is still, alive, or by a
communal organization.

NISA Election
The trust may want to make an election to report the
deemed payment out of the NISA fund on the beneficiary
spouse’s final return. To do so, submit the following
information with the return on which the trust is reporting,
or would have reported, the deemed disposition:

n a statement making the election, stating the amount on
which you are electing, signed by both the trustee and
the legal representative of the beneficiary spouse’s estate;
and

n a statement, signed by the trustee, showing the
calculation of the NISA Fund 2 and the amount being
reported on the beneficiary spouse’s final return and the
trust’s return.

Line 11 – Deemed realizations
Enter the trust’s income resulting from “21-year deemed
realizations,” from line 42 of Form T1055, Summary of
Deemed Realizations. For more information, see “Deemed
realization (disposition)” on page 32.

Line 19 – Other income ▲
Enter the total income the trust received in the taxation year
that is not included elsewhere on the return or schedules,
such as:

n royalties;

n commissions;

n death benefits under the Canada Pension Plan (CPP) or
Quebec Pension Plan (QPP);

n retiring allowances, unless this amount is reported by a
beneficiary, or reported in the retired person’s income for
year of death as a right or thing (for more information,
see Interpretation Bulletin IT-337, Retiring Allowances);
and

n certain employment-related income (for more
information, see the Preparing Returns for Deceased Persons
guide).

Death benefit – Other than CPP or QPP
A death benefit is an amount for a deceased person’s
employment service. It is shown in box 28 of a T4A slip. If
the amount is to be taxed in the trust according to the
provisions of the trust document, you may be able to
exclude up to $10,000 of the amount from the trust’s
income.

If a death benefit was received by the trust alone, report the
amount that is more than $10,000. Even if the trust did not
receive all of the death benefits in one year, the total
tax-free amount for all years cannot exceed $10,000. To find
out what to report if anyone else received a death benefit
for the same person, see Interpretation Bulletin IT-508,
Death Benefits.

Attach a copy of the T4A slip, or a statement from the
deceased person’s employer, that identifies the payment as
a death benefit.

Registered retirement savings plan (RRSP)
A trust may be entitled to income earned by an
unmatured RRSP after the death of the only or last
annuitant. Usually, this income is shown on a T5 or
T4RSP slip issued to the estate. You usually include this
amount on line 19. For more information on taxable benefits
from matured and unmatured RRSPs, see the RRSPs and
Other Registered Plans for Retirement guide and
Interpretation Bulletin IT-500, Registered Retirement Savings
Plans – Death of an Annuitant.

Step 3 – Calculating net income:
Lines 21 to 50
Line 21 – Carrying charges and interest
expenses� ▲
Enter the total carrying charges from line 820 of Schedule 8.
For more information, see Lines 816 to 820 on page 35.

Lines 22 to 24 – Trustee fees
Trustee and executor fees include:

n fees paid for certain investment advice (for more
information, see Interpretation Bulletin IT-238, Fees Paid
to Investment Counsel);

n fees incurred to gain or produce business or property
income (deducted when you calculate the trust’s business
or property income); and

n fees for administering the trust or looking after real
property (for example, a residence) used by a lifetime
beneficiary of a testamentary trust (because these fees are
not incurred to earn business or property income, you
cannot deduct them from the income of the trust).

Whether or not these fees are deductible by the trust, they
are still income to the recipient. For this reason, you have to
include the total fees paid in the year on line 22.

On line 23, enter the fees that were not incurred to earn
income or that were already deducted elsewhere on the
return.

Trustee or executor fees paid to a person who acts in the
capacity of an executor in the course of a business are part
of that individual’s business income. You should report
these amounts on a T4A slip. Otherwise, the fee for acting
as executor is income from an office or employment. If the
fees paid are $500 or more, you have to prepare a T4 slip for
that individual. The individual reports these amounts as
income from an office, even if he or she does not receive a
T4 slip. For more information, see the guide called Filing the
T4 Slip and Summary Form.
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If the trust pays fees to a non-resident of Canada for services
performed in Canada, complete a T4A-NR slip. For more
information, see the Non-Resident Withholding Tax Guide.

Line 25 – Allowable business investment
losses (ABIL)
If the trust had a business investment loss, you can deduct
a part of that loss from income.

Under proposed legislation, the amount of loss that can be
deducted from income depends on the trust’s capital gains
inclusion rate. See “Total capital gains (or losses)” on
page 29.

Note
When calculating the trust’s inclusion rate, remember
that a business investment loss is considered to be a
capital loss.

Once you have determined the trust’s inclusion rate, use
the chart below to calculate the deductible portion.

We call the deductible portion an ABIL. It results from the
actual or deemed disposition of certain capital properties.
This can happen if the trust has disposed of, or is deemed
to dispose of, one of the following to a person with whom it
deals at arm’s length:

n a share or debt of a small business corporation; or

n a bad debt owed to it by a small business corporation.

For more information, see the Capital Gains guide.

You can deduct the ABIL from the trust’s other sources of
income for the year. If the ABIL is more than the other
sources of income for the year, the difference is a
non-capital loss for the year. For more information about
non-capital losses, see Line 51 on page 20.

If you cannot deduct the ABIL as a non-capital loss within
the allowed time frame (see Line 51 for details), the
unapplied part becomes a net capital loss in the eighth year.
You can then use it to reduce the trust’s taxable capital
gains in the eighth year or any following year.

Reduction in business investment loss – If the trust
designated part or all of its eligible taxable capital gains for
the purpose of the capital gains deduction, to a beneficiary
in a previous year, you have to reduce the business
investment loss for the current year.

Use the chart on this page to calculate the reduction in
business investment loss.

Note
If the trust had a business investment loss in more than
one period (see line 8 below), call us.

For more information, see Interpretation Bulletin IT-484,
Business Investment Losses.

Allowable business investment loss and reduction
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Line 40 – Other deductions from total income
Generally, you can deduct expenses if they were paid to
earn income for the trust. This includes legal, accounting,
and management fees. You can also deduct the following:

n a resource allowance; and

n fees paid for advice or assistance in objecting to or
appealing an assessment or decision under the Act
(although you have to reduce the claim by any award or
reimbursement you received for such expenses).

Do not deduct the following:

n outlays and expenses that apply to the capital assets of
the trust (see “Outlays and expenses” on page 25);

n personal expenses of the beneficiaries or trustees, such as
funeral expenses or probate fees; or

n any amounts paid to beneficiaries.

Resource allowance – Claim a resource allowance of up
to 25% of the trust’s resource profits on line 40. Generally,
the resource profits of a trust are earned as production
royalties. This includes royalties based on the amount or
value of oil and gas production, and on which the recipient
pays non-deductible Crown charges. If you are claiming a
resource allowance for the trust, include a copy of your
calculations and documents such as a T5 slip or a statement
from the payer, to verify that the income qualifies for the
resource allowance.

Line 43 – Upkeep, maintenance, and taxes of
a property used or occupied by a
beneficiary
You may have claimed expenses on the return which relate
to the upkeep, maintenance, and taxes on a property used
by a beneficiary. You may have claimed these expenses on
a financial statement, such as a rental statement. Generally,
if these amounts were paid out of the income of the trust,
according to the trust document, the beneficiary is required
to include these amounts in income in the year they were
paid. Therefore, you have to report these benefits as income
on the beneficiary’s T3 slip, and you will deduct them again
from the trust’s income on line 47. To offset this
“double-deduction” of the same expenses, you have to add
these amounts back into the trust’s income on line 43.

Provide details of the amount entered on this line,
including the nature and amount of each expense, and the
line on the return or financial statement where you have
claimed them.

Line 44 – Value of other benefits to a
beneficiary
You may have paid benefits from the trust to a beneficiary,
such as amounts for personal or living expenses. The
beneficiary has to include the value of these benefits in
income in the year they were paid, unless the value:

n is already included in computing the beneficiary’s
income for the year; or

n has been used to reduce the adjusted cost base of the
beneficiary’s interest in the trust.

Enter on line 44, the amount of these benefits which were
included as income on the beneficiary’s T3 slip.

Because you have to deduct the value of the benefits as
income allocations and designations to beneficiaries on
line 47, and the trust cannot deduct this amount, you have
to add it back into the trust’s income by including the
amount on line 44. Provide details of the amount entered
on this line, including the nature and amount of each
benefit.

Line 47 – Total income allocations and
designations to beneficiaries
Generally, a trust receives income and pays it to the
beneficiaries, according to the terms of a will or trust
document. We call this “allocating” income. In most cases,
you enter the income on the T3 return in Step 2, then
deduct it on line 47, so the trust does not pay tax on the
income. The beneficiary then has to report the income on
his or her tax return. See Schedule 9 on page 36 for more
information.

There are some cases, however, where income which is
allocated to a beneficiary may be taxed on the trust’s return,
instead of the beneficiary’s. In other cases, income which is
usually reported on the trust’s return may instead be
reported on the beneficiary’s return. For more information,
see “Exceptions and limits to income allocations” on
page 36.

Enter on line 47 the amount from line 928 in Part A of
Schedule 9. For more information, see Line 928 on page 41.

Step 4 – Calculating taxable income:
Lines 51 to 56
Losses of other years – If you are claiming a loss from other
years, provide a continuity statement of the loss balances.
Be sure to provide the year the loss was incurred, the
amounts applied in previous years, and the balance
remaining at the beginning of the current year.

If you are providing a continuity statement for a net capital
loss carryforward, get the Capital Gains guide, and use the
table in Chart 5.

Line 51 – Non-capital losses of other years
A non-capital loss could arise if the trust had a loss from
business or property in a year, and it was more than the
trust’s income from all sources in that year. The unused
portion of this loss can be carried back three years and
forward seven years.

If the trust has an unused non-capital loss from a previous
year, you can use it to reduce taxable income for the current
year. Enter this amount on line 51.

For information on how to carry back an unused
non-capital loss, see “Form T3A, Request for Loss Carryback
by a Trust” on page 21.

Farming and fishing losses – If the trust had a farming or
fishing loss from a previous year, see Line 54 on the next page.
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Line 52 – Net capital losses of other years
Generally, if the trust’s allowable capital losses are more
than its taxable capital gains in a year, the difference is a net
capital loss for that year. You can use the net capital loss to
reduce the trust’s taxable capital gains in any of the three
preceding years or in any future year.

Within certain limits, you can deduct all or a portion of the
trust’s net capital losses of other years that have not already
been claimed.

For more information, see the Capital Gains guide.

Listed personal property losses – Losses on listed personal
property (LPP) can be applied only against LPP gains.
Claim the unused portion of an LPP loss from a previous
year against a current-year LPP gain on line 138 of Part 1,
line 188 of Part 2, or line 108 of Part 3 of Schedule 1, or on
line 8 of Form T1055, Summary of Deemed Realizations, if
applicable. See “Listed personal property” on page 28.

The unused portion of an LPP loss can be carried back three
years and forward seven years, and applied against LPP
gains in those years.

For information on how to carry back an unused net capital
loss or an LPP loss, see the next section.

Form T3A, Request for Loss Carryback by
a Trust
Use this form to carry an unused loss back to a previous
year. You have to make your request on or before the due
date of the return for the year in which the trust incurred
the loss. You can file the form separately or attach it to the
current year’s return.

If the loss is not deducted fully in a previous year, keep a
schedule of the unused portion so you can deduct it in
future years. Always apply the oldest loss within a class of
losses first. For example, apply a 1997 non-capital loss
before a 1998 non-capital loss.

A non-capital loss carryback is used to reduce the taxable
income of the trust in a previous year. If you allocated
income to beneficiaries in the previous year, you cannot
reduce the income allocated to increase the loss you can
apply.

A net capital loss carryback is deductible only from the
taxable capital gains retained in the trust. If taxable capital
gains were previously designated to beneficiaries, you may
be able to change the amount of net taxable capital gains
designated as long as the total income allocated does not
change.

If you apply a net capital loss carryback, a non-capital loss
may be increased or created if the loss was previously used
to reduce the amount of taxable capital gains in the year of
the carryback.

For more information, see Interpretation Bulletins IT-381,
Trusts – Capital Gains and Losses and the Flow-Through of
Taxable Capital Gains to Beneficiaries, and IT-232, Losses –
Their Deductibility in the Loss Year or in Other Years.

Line 53 – Capital gains deduction for resident
spousal trust only
A spousal trust, if resident in Canada, can claim the unused
portion of a beneficiary spouse’s capital gains deduction in
the year that the beneficiary spouse dies. To calculate the
deduction, complete Schedule 5 and attach it to the return.
Enter on line 53 the amount from line 525 of Schedule 5.

The deduction is not available to a pre-1972 spousal trust
that filed Form T1015, Election by a Trust to Defer the Deemed
Realization Day, or, under proposed legislation, to a joint
partner trust or an alter ego trust.

Line 54 – Other deductions to arrive at
taxable income
Enter other deductions, such as:

n prior year losses, such as limited partnership losses, or
farming or fishing losses (see the Note in this section);

n the $2,000 deduction allowed to a non-profit organization
reporting income from property; and

n the amount of foreign income reported that is exempt
from tax in Canada because of a tax treaty or convention
(identify the exempt income amount, and the treaty or
convention that applies).

If the trust is claiming more than one loss, or if a claim
needs more explanation, attach a note to the return
providing the details.

Note
The unused portion of a farming or fishing loss incurred
in a year can be carried back three years and forward
ten years. There are restrictions on the amount of certain
farm losses you can deduct each year. For information
on restricted farm losses, see the Farming Income or the
Farming Income and NISA guides. For information on
how to carry back this type of loss, see “Form T3A,
Request for Loss Carryback by a Trust” on this page.

Step 5 – Summary of tax and credits:
Lines 81 to 100
Line 85 – Tax paid by instalments ▲
Enter the total instalment payments made by the trust. If
the account number on the trust’s receipt is not the same as
the one on page 1 of the return, enter the account number
from the receipt in the space to the right of line 85.

Line 86 – Total tax deducted ▲
If tax was withheld on any income earned by the trust,
enter the amount of tax withheld on line 86. If an
information slip is not available, attach a statement from
the issuer, indicating the income reported and the tax
withheld. Do not allocate the tax that was withheld to the
beneficiaries.

Transfer to Quebec – If the trust was resident in Quebec
and earned income outside that province, tax may have
been withheld for a province or territory other than
Quebec. You can transfer up to 40% of this amount to the
Province of Quebec.
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Subtract the transferred amount from total tax deducted
and enter the result on line 86. Show this calculation,
including the amount of the transfer, in the area provided
below line 86.

Line 89 – Capital gains refund
This refund is available only to a mutual fund trust that has
refundable capital gains tax on hand at the end of the year.
To calculate the refund, complete Form T184, 2000 Capital
Gains Refund for a Mutual Fund Trust.

Line 90 – Part XII.2 tax credit
If the trust is the beneficiary of another trust and received a
T3 slip from that trust with an amount in box 38, enter that
amount on line 90.

Line 91 – Other credits
Newfoundland research and development tax credit
You may be able to claim this credit if, in the year, the trust:

n had a business with a permanent establishment in
Newfoundland; and

n made eligible expenditures for scientific research and
experimental development carried out in Newfoundland.

In this case, complete Form T1129, Newfoundland Research
and Development Tax Credit (Individuals). Enter the credit on
line 91.

You may designate some or all of this credit to beneficiaries
of the trust. You do so by reducing the total credit by the
amount designated to the beneficiaries.

Yukon mineral exploration tax credit
You can claim this credit if the trust was a resident of the
Yukon at the end of the year, and it incurred qualified
mineral exploration expenses in the Yukon after
March 31, 1999. The expenses must be incurred for the
purposes of determining the existence, location, extent, or
quality of a mineral resource in the Yukon.

On line 91, enter the tax credit from Form T1199, Yukon
Mineral Exploration Tax Credit. Attach Form T1199 to the
return.

Line 94 – Refund or balance owing ▲
The refund or balance owing is the difference between the
total taxes payable on line 84 and the total credits on
line 93. A difference that is less than $2 does not have to be
paid, and will not be refunded.

Line 95 – Amount enclosed ▲
Attach a cheque or money order payable to the Receiver
General to the front of the return. Do not mail cash. To help
us credit the correct account, write the trust’s name and
account number on the back of the cheque or money order.
Enter on line 95 the amount of the payment.

If you make a payment with a cheque that your financial
institution does not honour (including a cheque on which
you put a “stop payment”), we will charge you a fee.
Generally, this fee will be $15 for each returned cheque.

If payment is made through a bank account at a financial
institution outside Canada, you can attach to the front of
the return one of the following items which we can
immediately negotiate:

– an International Money Order drawn in Canadian
dollars;

– a bank draft in Canadian funds drawn on a Canadian
bank (available at most foreign financial institutions);
or

– a cheque drawn in the currency of the country in
which the financial institution is located.

We cannot immediately negotiate a cheque drawn in
Canadian funds on a financial institution outside of
Canada, as it may take several weeks to collect the funds
from the foreign financial institution. Therefore, you should
remit your payment early to avoid or reduce any arrears
interest charges. Once we receive the funds from the
foreign financial institution, we will update the account
accordingly. Please note that due to the limits set by the
banking community, we cannot accept cheques drawn in
Canadian funds on a financial institution outside of Canada
for less than $400 Canadian.

Line 100 – Refund code ▲
If the trust is entitled to a refund, enter one of the following
codes in the refund code box:

n 0, if you want us to refund the overpayment;

n 1, if you want us to keep the overpayment for next year; or

n 2, if you want us to hold the overpayment and apply it to
an expected assessment of an additional amount to be
paid. Attach a letter providing details.

We consider the overpayment to have been received on the
date we assess your return. We will apply an overpayment
of taxes to any outstanding balance. We will direct any
amount left over according to the code you enter. If you do
not enter a code, we will refund the overpayment.

Name and address of person or company
(other than trustee, executor, liquidator, or
administrator) who prepared this return
Complete this part if someone other than the trustee,
executor, liquidator, or administrator prepared this return.

Certification ▲
The trustee, executor, liquidator, or administrator of the
trust has to complete and sign this part.

Schedule 1 – Dispositions of Capital
Property
If the trust disposed of capital property in the year, see the
Capital Gains guide for the general rules regarding capital
gains and losses. We explain the rules that relate to trusts in
this section.

Chapter 3 – Trust Schedules
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Complete Schedule 1 and file it with the return if the trust
had dispositions or deemed dispositions of capital property
during the year. Transfer any taxable capital gains at
line 122 of Schedule 1 to line 01 of the return.

A disposition of capital property includes:

n the sale of property;

n the distribution or exchange of property;

n the making of a gift;

n a redemption of shares;

n a debt settlement;

n a theft; or

n the destruction of property.

If the trust has deemed realizations resulting from the
21-year deemed realization rule, complete Form T1055,
Summary of Deemed Realizations. For more information, see
page 32. Do not report these deemed realizations on
Schedule 1.

Note
If the trust realized a capital gain from donating certain
properties to a qualified donee (other than a private
foundation), or made a gift of ecologically sensitive land
to a qualified donee (other than a private foundation)
after February 27, 2000, complete Schedule 1A. For the
definition of “qualified donee,” see the Capital Gains
guide.

Distribution of property to beneficiaries
If a personal trust distributes property to a beneficiary (to
settle in whole or in part the beneficiary’s capital interest in
the trust), attach a statement to the return which includes
the following information about the distributed property:

n name and address of the recipient or recipients;

n description;

n fair market value (FMV) on the day it is distributed; and

n cost amount on the day it is distributed.

For information regarding the distribution of property to a
non-resident beneficiary, see “Proceeds of disposition” on
page 25.

Testamentary trust elections
As the legal representative, you can elect to transfer certain
estate losses to the deceased person’s final T1 return. These
elections are:

n the 164(6) election, for capital or terminal losses; and

n the 164(6.1) election, for deemed losses from employment
(from employee stock options that expired, were
disposed of, or were exercised).

These elections apply only to the first taxation year of a
deceased person’s estate. The elections do not affect the
return of the deceased person for any year before the year
of death.

To make either of these elections, attach a letter to the
T3 return identifying the type of election. For the
164(6) election, the letter should contain the following:

n the amount of any capital or terminal loss to be
transferred;

n a schedule with details of the capital loss, or a statement
with details of the terminal loss; and

n a statement of the amount that would have been the
capital or terminal loss, had the transfer not occurred.

File the election and an amended final T1 return, by the
later of:

n the filing due date of the deceased person’s T1 return
that the legal representative is required to file or has
elected to file; and

n the filing due date for the estate’s T3 return for its first
taxation year.

Clearly identify the amended final T1 return of the deceased
person as a “164(6) election” or a “164(6.1) election.”

164(6) election
You can make this election for estate losses that occurred
when the trust disposed of:

n the estate’s capital property, resulting in more capital
losses than capital gains; or

n all the estate’s depreciable property in a prescribed class,
resulting in a terminal loss in that class at the end of the
taxation year.

The elected amount of a terminal loss cannot be more than
the total of the trust’s total non-capital loss and the farm
loss calculated before the election.

The trust cannot claim losses that you have elected to
transfer to the deceased person’s final return. Any portion
of the losses not transferred are subject to the usual loss
provisions available to the trust.

Note
If the loss to be applied to the deceased person’s final
T1 return is known before that return is due to be filed,
you can submit a request to apply the losses with the
return. Clearly identify the return as a 164(6) election.
Although the claim will not be allowed on the initial
assessment of the T1 return, your request will be held
until the T3 return is assessed and the claim can be
verified. If the claim is accepted, the T1 return will be
adjusted, and a Notice of Reassessment issued.

164(6.1) election
You can make this election for employee stock options that
expired, or were exercised or disposed of, within the first
taxation year of the estate. You can make this election if the
disposition resulted in a gain that is less than the deemed
employment benefit reported on the deceased person’s final
return. You can elect to treat this reduction in value as a loss
from employment for the year in which the person died.

Use the following calculation to determine the amount that
can be carried back to the deceased person’s final return:

A – (B + C)
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Where:

A = the deemed benefit for the option included on
the deceased person’s final return

B = the amount by which the value of the option
immediately before it expired, was exercised,
or disposed of, is more than the amount the
deceased person paid to acquire it

C = the amount by which A is more than B, if a
stock option and share deduction for this
option was claimed on the deceased person’s
final return, multiplied by the applicable
fraction. Use one of the following fractions:

– for deaths that occurred before
February 28, 2000, use 1/4;

– for deaths that occurred after
February 27, 2000, but before
October 18, 2000, use 1/3;

– for deaths that occurred after
October 17, 2000, use 1/2.

If you make this election, reduce the trust’s adjusted cost
base of the option by A minus B, without considering C.

Capital gains
The taxable portion of a capital gain and the allowable
portion of a capital loss is determined by multiplying the
capital gain or loss by the inclusion rate for the year.

Under proposed legislation, the inclusion rate for the year
2000 has changed. The rate that the trust uses will depend
on when the capital disposition occurred. Generally, the
following inclusion rates will apply:

n For dispositions in Period 1 (before February 28, 2000),
the inclusion rate remains at 3/4.

n For dispositions in Period 2 (after February 27, 2000, but
before October 18, 2000), the inclusion rate is 2/3.

n For dispositions in Period 3 (after October 17, 2000), the
inclusion rate is 1/2.

If the trust has a capital disposition in more than one
period, there are special rules to calculate its inclusion rate.
We explain these rules in more detail in “Part 4,
Schedule 1” on page 29.

For gifts of certain capital property to a qualified donee
(other than a private foundation), the following inclusion
rates will generally apply:

n For gifts made in Period 1, the inclusion rate remains
at 3/8.

n For gifts made in Period 2, the inclusion rate is 1/3.
n For gifts made in Period 3, the inclusion rate is 1/4.

However, if the trust has a capital disposition in more than
one period, the inclusion rate will be 1/2 of the trust’s
inclusion rate for the year.

For gifts of ecologically sensitive land to a qualified donee
(other than a private foundation), the following inclusion
rates will generally apply:

n For gifts made in Period 1, the inclusion rate remains
at 3/4.

n For gifts made in Period 2, the inclusion rate is 1/3.
n For gifts made in Period 3, the inclusion rate is 1/4.

However, for dispositions after February 27, 2000, if the
trust has a capital disposition in more than one period, the
inclusion rate will be 1/2 of the trust’s inclusion rate for the
year.

Note
If the trust did not have any capital dispositions in the
year or if the total gains and losses equalled zero, the
trust’s inclusion rate is:

n 3/4, if the trust’s year end is before February 28, 2000;

n 2/3, if the trust’s year end is after February 27, 2000,
but before October 18, 2000;

n 1/2, if the trust’s year end is after October 18, 2000.

For more information on gifts, see the pamphlet called Gifts
and Income Tax and Schedule 1A.

Capital dispositions – Rules for trusts
Under proposed legislation, a trust which distributes any
property, including certain taxable Canadian property, to a
non-resident beneficiary after October 1, 1996, is deemed to
have disposed of such property for proceeds equal to the
property’s fair market value (FMV) at that time.

A trust which ceases to be a resident of Canada after
October 1, 1996, is deemed to have disposed of all property,
including certain taxable Canadian property, for proceeds
equal to the property’s FMV at that time, and reacquired
the property, at the same value, immediately thereafter.

These rules do not apply to the following properties,
among others:

n property that would be taxable Canadian property had
the trust not been resident in Canada during its last
taxation year;

n property of a business carried on by an individual (which
includes a trust) through a permanent establishment in
Canada;

n pension and other similar rights; and

n payments out of a NISA Fund 2.

The trust or beneficiary can defer the payment of tax
resulting from the deemed disposition by providing
acceptable security. Contact us to arrange security.

A trust which ceases to be a resident of Canada any time
after 1995, and owns property with a FMV of more than
$25,000 at that time, has to file, with its income tax return
for that year, a list of each property the trust owned at that
time. A trust does not have to include:

n money that is legal tender in Canada and all deposits of
such money;

n pension or other similar rights; or
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n any item of personal-use property, with a FMV of less
than $10,000 at the time the trust ceased to be a resident
of Canada.

Canadian cultural property
For information on dispositions of Canadian cultural
property, see “Selling or donating certified Canadian
cultural property” in the Capital Gains guide; Interpretation
Bulletin IT-407, Dispositions of Cultural Property to Designated
Canadian Institutions; and the Gifts and Income Tax pamphlet.

Proceeds of disposition
This is usually the amount that the trust received or will
receive for its property. In most cases, it refers to the sale
price of the property. In certain situations, the proceeds of
disposition are set by rules in the Act.

When a personal trust distributes property to a beneficiary,
and there is a resulting disposition of all, or any part, of the
beneficiary’s capital interest in the trust, we consider the
trust to have received proceeds of disposition equal to the
“cost amount” of the property. The cost amount of a capital
property (other than a depreciable property) is its adjusted
cost base. We define “adjusted cost base” on this page.

The cost amount of a depreciable property is calculated as
follows:

n If the property was the only property in the class, the cost
amount is the undepreciated capital cost (UCC) of the
class before the distribution.

n If there is more than one property in the class, the cost
amount of each property is as follows:

Capital cost
of the property ×

UCC
of =

Cost
amount

Capital cost of all properties
in the class that have not

been previously disposed of

the
class

of the
property

Under proposed legislation, where a trust distributes
property to a beneficiary to settle in whole, or in part, the
beneficiary’s capital interest in the trust, you can elect not
to have the above rule apply. You can do this if:

n the trust was resident in Canada when it distributed the
property;

n the property is taxable Canadian property; or

n the property is property of a business carried on by the
trust through a permanent establishment in Canada
immediately before the time of distribution.

The election has to be filed with the trust’s return for the
taxation year in which the property was distributed.

If the above rule does not apply, we consider the trust, if
resident in Canada, to have received proceeds of
disposition equal to the fair market value (FMV) of the
property at the time of distribution.

When a post-1971 partner trust, whose beneficiary spouse
is still alive, distributes property such as capital property,
resource property, or land inventory to a person who is not
the beneficiary spouse, we consider the trust to have
received proceeds of disposition equal to the property’s
FMV.

Under proposed legislation, this will also apply to:

n a joint partner trust that distributes property to a person
who is not the settlor or the beneficiary spouse and the
settlor or the beneficiary spouse are still alive; and

n an alter ego trust that distributes property to a person
who is not the settlor and the settlor is still alive.

Under proposed legislation, where a trust has distributed
property to a beneficiary and is considered to have received
proceeds of disposition equal to the FMV of the property at
the time of distribution, the trust can elect not to have this
rule apply. The trust can elect if:

n the trust was resident in Canada when it distributed the
property; and

n the trust filed an election with its return for the year, or a
preceding taxation year, in which the property was
distributed.

If an election is filed, calculate the trust’s income for the
year without taking into consideration the distribution of
property.

For more information on proceeds of disposition, see
Chapter 2 of the Capital Gains guide.

Adjusted cost base
This is usually the cost of the property plus expenses
incurred to obtain it. The adjusted cost base can differ from
the original cost if changes have been made to the property
between the time it was acquired and the time it was sold.
For more information, see the Capital Gains guide and
Interpretation Bulletin IT-456, Capital Property – Some
Adjustments to Cost Base, and its Special Release.

Property acquired before 1972
Before 1972, capital gains were not taxed. Therefore, if the
trust sold property acquired before 1972, you have to use
special rules when calculating the capital gain or capital
loss to remove any capital gains accrued before 1972. We do
not explain these rules in this guide. To help you calculate
the gain or loss from selling property the trust owned
before 1972, use Form T1105, Supplementary Schedule for
Dispositions of Capital Property Acquired Before 1972.

Outlays and expenses
These are amounts incurred to sell a capital property. You
can deduct outlays and expenses from the proceeds of
disposition when calculating the capital gain or capital loss.
These types of expenses include finder’s fees, commissions,
broker’s fees, legal fees, and advertising costs.

In the case of depreciable property sold at a loss, these
outlays and expenses reduce the proceeds from the sale to
be credited to the class. Do not claim them as deductions
from the trust’s income.

Due to the proposed legislative changes to the capital gains
inclusion rate, Schedule 1 is now a four-part form. Part 1 is
for dispositions of capital property in Period 1. Part 2 is for
dispositions of capital property in Period 2. Part 3 is for
dispositions of capital property in Period 3. Part 4 is a
reconciliation area, which can be used to determine the
trust’s inclusion rate and to calculate the trust’s taxable
capital gains or net capital loss.
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The chart below shows you where to report a capital gain
or loss on Schedule 1. We provide more details about the
different sections in “Completing Schedule 1,” on this page.

Paragraph 104(21.4)(d) election
As a trustee, you may find it difficult to provide an actual
breakdown of the net capital gains into the three periods. If
this is the case, there is a special election available. Under
proposed legislation, this election will allow a trust to treat
its net capital gains for the year as being earned on an equal
daily basis throughout the year for the purpose of
determining net capital gains attributable to a particular
period in the year.

To prorate the net capital gains, divide the number of days
in each period by the total number of days in the trust’s
taxation year using the following formula:

A × B/ C

Where:

A = Net capital gains in the year
B = Number of days in the applicable period
C = Number of days in the trust’s taxation year

Complete this formula for all three periods.

Example
A trust had a taxation year from January 1, 2000, to
December 31, 2000. The trust’s net capital gains for the year
are $14,600. The trust elects to have the provisions of
paragraph 104(21.4)(d) apply.

To calculate the amount of the capital gains for the three
periods:

Period 1 – 58 days
Period 2 – 233 days
Period 3 – 75 days

The trust then uses the above formula to calculate its net
capital gains for each period:

Period 1 – $14,600 × 58/366 = $2,314
Period 2 – $14,600 × 233/366 = $9,295
Period 3 – $14,600 × 75/366 = $2,992

How to elect under paragraph 104(21.4)(d)
To elect, attach a statement to the trust’s return indicating
that you want paragraph 104(21.4)(d) to apply. You also
have to show how you calculated the taxable capital gains
for each period.

Note
If the trust is a personal trust and has net capital gains in
one or two periods - but not in all three - it cannot use
the above calculation to prorate its net capital gains. If
this situation applies, call us.

Completing Schedule 1
When reading the following information, refer to the chart
below to see where to report the capital gain or loss.

Qualified small business corporation shares
and qualified farm property
Use these sections if you are filing a return for a personal
trust reporting a capital gain or loss from the disposition of
qualified small business corporation shares or qualified
farm property.

Schedule 1 – Reference Chart

7\SHV�RI�&DSLWDO�3URSHUW\ 3DUW���²�6FKHGXOH��

3HULRG��

3DUW���²�6FKHGXOH��

3HULRG��

3DUW���²�6FKHGXOH��

3HULRG��

4XDOLILHG�VPDOO�EXVLQHVV�FRUSRUDWLRQ�VKDUHV /LQH���� /LQH���� /LQH����

4XDOLILHG�IDUP�SURSHUW\ /LQH���� /LQH���� /LQH����

0XWXDO�IXQG�XQLWV�DQG�RWKHU�VKDUHV /LQH���� /LQH���� /LQH����

%RQGV��GHEHQWXUHV��SURPLVVRU\�QRWHV��DQG
RWKHU�SURSHUWLHV

/LQH���� /LQH���� /LQH����

5HDO�HVWDWH�DQG�GHSUHFLDEOH�SURSHUW\ /LQH���� /LQH���� /LQH����

3HUVRQDO�XVH�SURSHUW\ /LQH���� /LQH���� /LQH����

/LVWHG�SHUVRQDO�SURSHUW\ /LQH���� /LQH���� /LQH����

,QIRUPDWLRQ�VOLSV /LQH���� /LQH���� /LQH����
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Do not report a loss the trust incurred in disposing shares
of, or debts owing by, a small business corporation in an
arm’s length transaction. For information on these types of
losses, see Line 25 on page 19.

Capital gains from the disposition of qualified small
business corporation shares or qualified farm property
(defined below) may qualify for the capital gains
deduction. If the spousal trust is claiming the deduction in
the year that the beneficiary spouse died, use
Schedules 3, 4, and 5 to calculate the deduction. If the trust
is allocating and designating the eligible capital gains to a
beneficiary, complete Schedules 3 and 4, and see “Footnotes
for line 930” on page 41, and “How to complete the T3 slip”
on page 51.

A share in a small business corporation is considered to be
a qualified small business corporation share if:

n at the time of disposition, it was a share of the capital
stock of a small business corporation and it was owned
by the trust, or a partnership related to the trust;

n throughout the 24 months before the disposition, only
the personal trust, or a person or a partnership related to
the personal trust owned the share; and

n throughout that part of the 24 months immediately
before the disposition, while the personal trust or person
or partnership related to the personal trust owned the
share, it was the share of a Canadian-controlled private
corporation (CCPC), and more than 50% of the fair
market value of the assets of that corporation:

– were used mainly in an active business carried on
primarily in Canada by the CCPC, or by a related
corporation;

– were certain shares or debts of connected
corporations; or

– were a combination thereof.

For the definition of a qualified small business corporation
share, a person or a partnership is related to a personal
trust in the following situations:

n the person or partnership is a beneficiary of the personal
trust;

n the personal trust is a member of the partnership; or

n when the personal trust disposes of the shares, all the
beneficiaries are related to the person from whom the
personal trust acquired the shares.

For more information, see “Qualified small business
corporation shares” in the Capital Gains guide.

Qualified farm property of a personal trust includes the
following property the personal trust owns:

n a share of the capital stock of a family farm corporation;

n an interest in a family farm partnership; or

n real property or eligible capital property used in carrying
on the business of farming in Canada by:

– an individual beneficiary (to whom the personal trust
has designated taxable capital gains), or that
beneficiary’s spouse, child, or parent; or

– a family farm corporation or family farm partnership
of the personal trust or beneficiary, or the beneficiary’s
spouse, child, or parent.

Note
Special rules apply to the disposition of eligible capital
property that is qualified farm property. For more
information, see the chapter called “Eligible Capital
Expenditures” in the Farming Income, or the Farming
Income and NISA guides.

Mutual fund units and other shares
Use these sections to report a capital gain or loss when the
trust sells mutual fund units, shares, or securities that are
not described in any other section of Schedule 1.

Bonds, debentures, promissory notes, and
other properties
Use these sections to report capital gains or losses when the
trust sells these types of properties. The trust may receive
Form T5008, Statement of Securities Transactions, or an
account statement, showing details of the sale.

Also use these sections to report capital gains or losses
when the trust sells options. For information on disposing
of options to sell or buy shares, see Interpretation Bulletins
IT-96, Options Granted by Corporations to Acquire Shares,
Bonds, or Debentures and by Trusts to Acquire Trust Units, and
IT-479, Transactions in Securities, and its Special Release.

Real estate and depreciable property
Use these sections if the trust sold real estate or depreciable
property.

The trust cannot have a capital loss on the disposition of
depreciable property. However, it can have a terminal loss
under the capital cost allowance rules. For more
information, see “Real estate and depreciable property” in
the Capital Gains guide.

For information about the disposition of depreciable
property owned on December 31, 1971, see Interpretation
Bulletin IT-217, Depreciable Property Owned on
December 31, 1971.

Personal-use property
Use these sections if the trust disposed of property used
primarily for the personal use or enjoyment of a beneficiary
under the trust, or any person related to the beneficiary.
Personal-use property includes personal residences,
cottages, automobiles, and other personal and household
effects.

When you dispose of personal-use property, use the
following rules to calculate the capital gain or loss:

n if the adjusted cost base (ACB) of the property is less
than $1000, the ACB is considered to be $1,000;

n if the proceeds of disposition of the property are less than
$1,000, the proceeds are considered to be $1,000; and

n if both the ACB and the proceeds of disposition are less
than $1,000, there is no capital gain or loss.
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If the trust disposed of personal-use property that has an
ACB or proceeds of disposition of more than $1,000, there
may be a capital gain or loss. Report the capital gain on
Schedule 1. However, if there is a capital loss, you usually
cannot deduct the loss in the year. For more information,
see “Personal-use property” in the Capital Gains guide and
Interpretation Bulletin IT-332, Personal-Use Property.

Under proposed legislation, if the trust acquires
personal-use property, after February 27, 2000, as part of
an arrangement, plan, or scheme promoted by another
person or partnership, to donate this property to a qualified
donee, the above rules do not apply. In this case, you
calculate the capital gain or loss using the actual ACB and
proceeds of disposition.

Principal residence
If a personal trust acquires a principal residence, it will
usually be exempt from tax on any capital gain on the
disposition or deemed disposition of that residence. To be
exempt, the residence has to qualify and be designated by
the trust as its principal residence. Usually a residence can
be designated if it is lived in by a specified beneficiary, or
that beneficiary’s spouse, former spouse, or child. A
specified beneficiary is one who had a beneficial interest in
the trust, and who ordinarily lived, or has a spouse, former
spouse, or child who lived, in the residence.

A personal trust can only designate one property as a
principal residence. Also, the specified beneficiary cannot
designate any other property as a principal residence.

Make the trust’s designation on Form T1079, Designation of
a Property as a Principal Residence by a Personal Trust. You
have to file this form with the return for the year in which
the disposition or deemed disposition occurs.

When a personal trust’s principal residence is distributed to
a beneficiary (to the spouse beneficiary if the personal trust
is a post-1971 partner trust; to the settlor or the spouse
beneficiary if the trust is a joint partner trust; or to the
settlor if the trust is an alter ego trust), the trust can elect to
have a deemed disposition of the principal residence at its
fair market value (FMV). Make this election on the trust’s
return for the year of distribution. You can then apply the
principal residence exemption to any gain on the trust’s
deemed disposition. The beneficiary will acquire the
property at its FMV.

For more information, see Form T1079, and Interpretation
Bulletin IT-120, Principal Residence.

Listed personal property
Use these sections to report dispositions of listed personal
property (LPP), including all or part of any interest in, or
any right to, the following properties:

n prints, etchings, drawings, paintings, sculptures, or other
similar works of art;

n jewellery;
n rare folios, rare manuscripts, and rare books;
n stamps; and
n coins.

Because an LPP is a type of personal-use property, the
capital gain or loss on the sale of the LPP item, or set of

items, is calculated the same way as for personal-use
property.

Under proposed legislation, the way you calculate a capital
gain or loss from certain gifts of LPP has changed.

For more information, see “Personal-use property” on
page 27.

Information slips
Use these lines to report the following amounts:

n capital gains (or losses) from box 34 of a T4PS slip;
n capital gains dividends from box 18 of a T5 slip;
n capital gains (or losses) from a T5013 slip;
n capital gains from box 21 of a T3 slip; and
n insurance segregated fund capital losses from box 37 of a

T3 slip.

The footnote area of the T3 slip should indicate in which of
the following periods the capital gain or loss occurred:

n Period 1 – before February 28, 2000.

n Period 2 – after February 27, 2000, but before
October 18, 2000.

n Period 3 – after October 17, 2000.

Enter the capital gain (loss) in Part 1, 2, or 3 of Schedule 1
depending on the date the capital gain or loss occurred.

If a slip identifies amounts for “qualified small business
corporation shares” or “qualified farm property” in its
footnote, details, or “other information” area, do not report
these amounts on line 140, line 190, or line 110. Instead,
enter them at line 131, 132, 181, 182, 101, or 102, whichever
is applicable.

Capital losses from a reduction in business
investment loss
Report a capital loss from a reduction in business
investment loss on line 143 of Part 1, line 193 of Part 2, or
line 113 of Part 3. For information on this type of loss, see
“Reduction in business investment loss” on page 19.

Capital gains reduction on flow-through
entities
If the trust filed Form 94-115, Election to Report a Capital Gain
on Property Owned by a Trust at the End of February 22, 1994,
for its interest in, or shares of, a flow-through entity, it may
have an exempt capital gains balance (ECGB). You can use
the ECGB to reduce capital gains flowed to the trust by a
flow-through entity, or capital gains it realizes on a
disposition of its interest in, or shares of, the flow-through
entity.

Report a capital gains reduction on line 144 of Part 1,
line 194 of Part 2, or line 114 of Part 3. The reduction for
each flow-through entity is limited to the ECGB for that
entity. You cannot include the reduction on certain
flow-through entities the trust donated. Instead, claim it on
line 173 of Part 1, line 164 of Part 2, or line 163 of Part 3 of
Schedule 1A. For more information, see the Capital Gains
guide.
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Capital gains (losses) from reserves
If the trust sold capital property, but did not receive the full
payment at the time of the sale, you can claim a reserve for
the unpaid amount. Generally, the minimum amount of the
trust’s capital gain you have to report each year is one-fifth
of the taxable capital gain. If you claimed a reserve in 1999,
you have to bring it back into the trust’s income in 2000. If
any of the proceeds are to be paid after the end of the year,
you may be able to claim a new reserve. If you are claiming
a reserve on the trust’s return, you have to complete
Schedule 2. Report the reserve on line 147, line 197, or
line 117, whichever is applicable, following the instructions
on Schedule 2. For more information on reserves, see the
Capital Gains guide and Interpretation Bulletin IT-236,
Reserves – Disposition of Capital Property.

Lines 149, 199, and 119 – Adjusted capital
gains on gifts of certain capital property
Enter the amount from line 203 of Schedule 1A on line 149
of Part 1. Enter the amount from line 204 of Schedule 1A on
line 199 of Part 2. Enter the amount from line 195 of
Schedule 1A on line 119 of Part 3.

On line A (below line 119), line B (below line 149), or line C
(below line 199), enter the capital gains on gifts of property
other than the gains included on line 203, line 204, or
line 195 of Schedule 1A. These are the total of any capital
gains from gifts that are included in lines 131 to 137 of
Part 1, lines 181 to 187 of Part 2, or lines 101 to 107 of Part 3,
minus any amount included on line 144, line 194, or
line 114 relating to those gifts.

Total capital gains (or losses)
Follow the instructions on Schedule 1 to calculate the trust’s
capital gains or losses for each period.

On line 202 of Part 1, total the trust’s capital gains (losses)
for Period 1.

On line 201 of Part 2, total the trust’s capital gains (losses)
for Period 2.

On line 121 of Part 3, total the trust’s capital gains (losses)
for Period 3.

You will need these amounts to complete Part 4 of
Schedule 1.

Note
Before you can complete lines D, G,  and J in Parts 1, 2,
and 3, you have to complete the charts in Appendix A on
page 54 of the guide. You have to complete these charts if:

n the trust has deemed dispositions from the 21-year
rule, and has to complete Form T1055, Summary of
Deemed Realizations;

n the trust has a business investment loss in the year;
n the trust is claiming a capital gains reduction on gains

from a flow-through entity; and
n the trust has donated certain property or donated gifts

of ecologically sensitive land to a qualified donee
(other than a private foundation) after
February 27, 2000, and has to complete Schedule 1A.

If none of the above apply, enter “0” on lines D, G, and J,
and finish completing Parts 1, 2, and 3.

Part 4, Schedule 1
Under proposed legislation, the inclusion rate for the year
2000 has changed. The rate that the trust uses will depend
on when the capital disposition occurred. Generally, the
following inclusion rates will apply:

n For dispositions in Period 1 (before February 28, 2000),
the inclusion rate remains at 3/4.

n For dispositions in Period 2 (after February 27, 2000, but
before October 18, 2000), the inclusion rate is 2/3.

n For dispositions in Period 3 (after October 17,  2000), the
inclusion rate is 1/2.

Generally, if the trust has a capital disposition in only one
period, use the inclusion rate for that period (see the first
Note on page 31). However, if the trust has a capital
disposition in more than one period, there are special rules
to calculate the inclusion rate. Part 4 of Schedule 1 will help
you determine the inclusion rate and calculate the taxable
capital gains and net capital losses. We provide more
details in the following section.

Calculating the trust’s inclusion rate
In order to determine the trust’s inclusion rate, you need to
know the net capital gain or net capital loss for each
period.

In this section, the term “net capital gain” is the amount by
which the capital gains in one period exceed the capital
losses for the same period. The term “net capital loss” is the
amount by which the capital losses in one period exceed the
capital gains for the same period.

The calculation of the “net capital gain (loss)” is different
from the calculation of the trust’s taxable capital gains and
allowable capital losses. When calculating a “net capital
gain” or a “net capital loss” for a period, you include:

n actual capital gain (losses) reported on Schedule 3;
n deemed capital gains from the 21-year disposition rule

calculated on Form T1055;
n capital gains from a flow-through entity before reducing

the gains by any capital gains reduction for the entity;
n capital gains on gifts of certain capital property before

reducing the gains by any capital gains reduction; and
n business investment losses before calculating the

reduction and the allowable portion of the loss.

Use Parts 1, 2, and 3 of Schedule 1, and the charts in
Appendix A, if applicable, to calculate the net capital gain
or net capital loss for each period. Line E of Part 1 is the net
capital gain (loss) for Period 1. Line H of Part 2 is the net
capital gain (loss) for Period 2. Line K of Part 3 is the net
capital gain (loss) for Period 3.

Once you have calculated the net capital gain (loss) for each
period, use Part 4 to determine the inclusion rate for 2000.
If you are not using Schedule 1, you can use the following
tables. Remember, if you only had capital dispositions in
one period, use the inclusion rate for that period.
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Table 1 – Capital gain (loss) in Periods 1 and 2 only

Situation Inclusion rate

1HW�FDSLWDO�JDLQ�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

1HW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

1HW�FDSLWDO�JDLQ�LQ�3HULRG���LV�less�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

1HW�FDSLWDO�ORVV�LQ�3HULRG���LV�less�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

1HW�FDSLWDO�JDLQ�LQ�ERWK�3HULRGV���DQG���RU�QHW�FDSLWDO�ORVV�LQ�ERWK�3HULRGV���DQG�� �����ë�$���������ë�%�
$���%

)RU�WKH�SXUSRVHV�RI�WKH�IRUPXOD�LQ�7DEOH���

$  QHW�FDSLWDO�JDLQ��ORVV��IRU�3HULRG��

%  QHW�FDSLWDO�JDLQ��ORVV��IRU�3HULRG��

Table 2 – Capital gain (loss) in Periods 1 and 3 only

Situation Inclusion rate

1HW�FDSLWDO�JDLQ�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

1HW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

1HW�FDSLWDO�JDLQ�LQ�3HULRG���LV�less�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

1HW�FDSLWDO�ORVV�LQ�3HULRG���LV�less�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

1HW�FDSLWDO�JDLQ�LQ�ERWK�3HULRGV���DQG���RU�QHW�FDSLWDO�ORVV�LQ�ERWK�3HULRGV���DQG�� �����ë�$���������ë�&�
$���&

)RU�WKH�SXUSRVHV�RI�WKH�IRUPXOD�LQ�7DEOH���

$  QHW�FDSLWDO�JDLQ��ORVV��IRU�3HULRG��

&  QHW�FDSLWDO�JDLQ��ORVV��IRU�3HULRG��

Table 3 – Capital gain (loss) in Periods 2 and 3 only

Situation Inclusion rate

1HW�FDSLWDO�JDLQ�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

1HW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

1HW�FDSLWDO�JDLQ�LQ�3HULRG���LV�less�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

1HW�FDSLWDO�ORVV�LQ�3HULRG���LV�less�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

1HW�FDSLWDO�JDLQ�LQ�ERWK�3HULRGV���DQG���RU�QHW�FDSLWDO�ORVV�LQ�ERWK�3HULRGV���DQG�� �����ë�%���������ë�&�
%���&

)RU�WKH�SXUSRVHV�RI�WKH�IRUPXOD�LQ�7DEOH���

%  QHW�FDSLWDO�JDLQ��ORVV��IRU�3HULRG��

&  QHW�FDSLWDO�JDLQ��ORVV��IRU�3HULRG��
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Table 4 – Capital gain (loss) in Periods 1, 2, and 3

Situation Inclusion rate

���7RWDO�QHW�FDSLWDO�JDLQ�LQ�3HULRGV���DQG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG��

�����D��QHW�FDSLWDO�JDLQ�LQ�3HULRG���LV more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

�����E��QHW�FDSLWDO�JDLQ�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� ���

�����F��QHW�FDSLWDO�JDLQV�LQ�ERWK�3HULRG���DQG�� �����ë�$���������ë�%�
$���%

���7RWDO�QHW�FDSLWDO�JDLQ�LQ�3HULRG���DQG���LV�less�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG��

�����,Q�DOO�WKUHH�VFHQDULRV�OLVWHG�LQ�VLWXDWLRQ���DERYH��WKH�LQFOXVLRQ�UDWH�LV�WKH�IROORZLQJ� ���

���7RWDO�QHW�FDSLWDO�ORVV�LQ�3HULRGV���DQG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG��

�����D��QHW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

�����E��QHW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� ���

�����F��QHW�FDSLWDO�ORVVHV�LQ�ERWK�3HULRG���DQG�� �����ë�$���������ë�%�
$���%

���7RWDO�QHW�FDSLWDO�ORVV�LQ�3HULRG���DQG���LV�less�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG��

�����,Q�DOO�WKUHH�VFHQDULRV�OLVWHG�LQ�VLWXDWLRQ���DERYH��WKH�LQFOXVLRQ�UDWH�LV�WKH�IROORZLQJ� ���

���7RWDO�QHW�FDSLWDO�JDLQ�LQ�3HULRGV���DQG���DQG�QHW�FDSLWDO�JDLQ�LQ�3HULRG��

�����D��QHW�FDSLWDO�JDLQ�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� [����ë��$���%�]��������ë�&�
$���%���&

�����E��QHW�FDSLWDO�JDLQ�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�ORVV�LQ�3HULRG�� [����ë��$���%�]��������ë�&�
$���%���&

���7RWDO�QHW�FDSLWDO�ORVV�LQ�3HULRGV���DQG���DQG�QHW�FDSLWDO�ORVV�LQ�3HULRG��

�����D��QHW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� [����ë��$���%�]��������ë�&�
$���%���&

�����E��QHW�FDSLWDO�ORVV�LQ�3HULRG���LV�more�WKDQ�QHW�FDSLWDO�JDLQ�LQ�3HULRG�� [����ë��$���%�]��������ë�&�
$���%���&

���1HW�FDSLWDO�JDLQV�LQ�DOO�WKUHH�SHULRGV�RU�QHW�FDSLWDO�ORVVHV�LQ�DOO�WKUHH�SHULRGV �����ë�$���������ë�%���������ë�&�
$���%���&

)RU�WKH�SXUSRVHV�RI�WKH�IRUPXODV�LQ�7DEOH���

$  QHW�FDSLWDO�JDLQ��ORVV��LQ�3HULRG��

%  QHW�FDSLWDO�JDLQ��ORVV��LQ�3HULRG��

&  QHW�FDSLWDO�JDLQ��ORVV��LQ�3HULRG��

Note
If the trust did not have any capital dispositions in the
year, or the amount on line 122 is “0,” the inclusion
rate is:

n 3/4, if the trust’s year end is before February 28, 2000;

n 2/3, if the trust’s year end is after February 27, 2000,
but before October 18, 2000;

n 1/2, if the trust’s year end is after October 17, 2000.

Capital gains deduction
When the beneficiary spouse dies, you may be able to
reduce the spousal trust’s taxable capital gain. A post-1971
partner trust reporting capital gains from the disposition of
qualified small business corporation shares or qualified
farm property can do this by claiming the unused portion
of the beneficiary spouse’s capital gains deduction. A
pre-1972 spousal trust reporting a deemed realization on
the death of the beneficiary spouse can also claim the

unused portion of the beneficiary spouse’s capital gains
deduction, but only if it did not make an election on
Form T1015, Election to Defer the Deemed Realization Date.

Under proposed legislation, after October 17, 2000, you
only include 1/2 of the trust’s taxable capital gains in its
taxable income. Therefore, the trust’s cumulative capital
gains deduction is $250,000. For more details, see the Capital
Gains guide.

Calculate the capital gains deduction on Schedule 5, and
claim it on line 53 of the return. You will also have to
complete Schedules 3 and 4.

Note
Under proposed legislation, a joint partner trust and an
alter ego trust cannot claim a capital gains deduction.
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Form T1055, Summary of Deemed
Realizations
Deemed realization (disposition)
On specified dates during the life of a trust, it is deemed to
have disposed of its capital property (other than exempt
property of a trust and certain excluded property), land
inventory, and Canadian and foreign resource properties.
We refer to these dates as “deemed realization days.” You
have to report the resulting income, gains, or losses on the
trust’s return in the taxation year in which the dispositions
are considered to have occurred. For more information
about those specified dates, see “Deemed realization day”
on this page.

In addition to the properties referred to above, if a
post-1971 testamentary partner trust holds a NISA Fund 2
that was transferred to it on the death of the settlor, report a
deemed payment out of the fund on the day the beneficiary
spouse dies. For more information, see Line 10 on page 17.

Under proposed legislation, the inclusion rate you use to
calculate a taxable capital gain or allowable capital loss
from deemed dispositions has changed. See “Capital
Gains” on page 24.

Use Form T1055 to calculate the income, gain, or loss from
deemed realizations. You may also have to complete the
charts in Appendix A on page 54 if the trust had actual
gains in the year and you have completed Schedule 1 or the
trust has a business investment loss in the year.

Note
If the trust actually disposed of the property before the end
of the taxation year, use Schedule 1 to report the actual
disposition, unless the trust is a post-1971 partner trust.

If a deemed disposition occurs, the trust is considered to have:

n disposed of its capital property (including depreciable
property of a prescribed class), land inventory, and
Canadian and foreign resource properties at the end of
the deemed realization day, at the fair market
value (FMV); and

n reacquired them immediately after, at a cost equal to the
same FMV.

For depreciable property, the trust has to report both
capital gains and recapture of capital cost allowance.

Use Form T1055 to calculate:

n the adjustments to line 122 of Schedule 1;

n the amount of tax on which the trust can elect to defer
payment; and

n the amount of taxable and deemed taxable capital gains
to which you can apply the trust’s net capital losses of
other years.

For more information about the deemed cost of the
property, see Interpretation Bulletins IT-370, Trusts – Capital
Property Owned on December 31, 1971, and IT-132, Capital
Property Owned on December 31, 1971 – Non-Arm’s Length
Transactions.

Deemed realization day
This is the day we consider the trust to have disposed of its
capital property, land inventory, and Canadian and foreign
resource properties.

Generally, it is one of the following:

n for a spousal trust, the day the beneficiary spouse died;

n under proposed legislation, for a joint partner trust, the
day the settlor or the beneficiary spouse died, whichever
is later;

n under proposed legislation, for an alter ego trust, the day
the settlor died, unless the trust filed an election not to be
considered an alter ego trust (see the definition of alter
ego trust on page 8). If the trust has filed an election, the
deemed realization date will be 21 years after the day the
trust was created; or

n for other trusts, 21 years after the trust was created.

Subsequent deemed realizations will occur every 21 years,
on the anniversary of the day established above.

 Under proposed legislation, for 2000 and subsequent years,
the deemed realization day will be:

n for a trust that distributes property after
December 17, 1999, to a beneficiary in respect of the
beneficiary’s capital interest in the trust and it is
reasonable to consider that the distribution was financed
by a liability of the trust, and one of the reasons for
incurring the liability was to avoid paying taxes because
of the death of any individual, the day the property was
distributed; or

n where an individual has transferred property (other than
Canadian real estate, Canadian resource property or a
timber resource property, property of a business carried
on by the trust through a permanent establishment in
Canada, or certain pension interests or rights) after
December 17, 1999, to a trust for the transferor’s spouse
or a person who has since become the transferor’s
spouse, and it is reasonable to conclude that the property
was transferred knowing that the individual planned to
emigrate from Canada, the day the individual ceases to
be a resident of Canada.

Once a trust is considered to have disposed of the property
in one of the above two situations, the 21-year deemed
disposition rule does not apply.

Exemption from the 21-year rule
The following trusts are excluded from the 21-year deemed
realization rules:

A. an amateur athlete trust;

B. an employee trust;

C. a master trust;

D. trusts governed by:

– a deferred profit-sharing plan;

– an employee benefit plan;

– an employees profit-sharing plan;

– a foreign retirement arrangement;
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– a registered education savings plan;

– a registered pension plan;

– a registered retirement income fund;

– a registered retirement savings plan; or

– a registered supplementary unemployment benefit plan;

E. a related segregated fund trust;

F. a retirement compensation arrangement trust;

G. a trust whose direct beneficiaries are one of the
above-mentioned trusts;

H. a trust governed by an eligible funeral arrangement or a
cemetery care trust;

I. a communal organization;

J. a unit trust;

K. under proposed legislation, for 1998 and subsequent
taxation years, a trust in which all interests have been
permanently vested. This provision applies primarily to
those commercial trusts (all trusts other than personal
trusts) that do not qualify as unit trusts. It does not apply to:

– a post-1971 partner trust;

– under proposed legislation, a joint partner or an alter
ego trust;

– a trust that elected to postpone the deemed
realization day;

– a trust that elects on its return for the first taxation
year ending after 1992 not to apply this provision;

– under proposed legislation, after December 23, 1998,  a
trust resident in Canada that has non-resident
beneficiaries , if the fair market value (FMV) of the
non-resident beneficiaries’ interests in the trust is more
than  20% of the total FMV of all the interests in the trust;

– a trust that distributed property after December 17, 1999,
to a beneficiary in respect of the beneficiary’s capital
interest in the trust and it is reasonable to consider that
the distribution was financed by a liability of the trust,
and one of the reasons for incurring the liability was to
avoid paying taxes because of the death of any
individual; or

– a trust under the terms of which, all or part of any
person’s interest is to be terminated with reference to
a period of time; and

L. for 1999 and subsequent years, a trust (other than a trust
described in A, B, C, D, and F above) where all or
substantially all of the trust’s property is held for the
purpose of providing benefits to individuals from
employment or former employment.

Form T2223, Election, Under Subsection 159(6.1)
of the Income Tax Act, by a Trust to Defer
Payment of Income Tax
The trust can elect to pay its income tax arising from the deemed
realization rule in up to 10 annual instalments. Interest at the
prescribed rate will apply. Make this election on Form T2223,
and file it at your tax services office no later than the day the
return is due for the taxation year the deemed realization occurs.
For more information on this election, call us.

Transfer of trust property to another trust
If one trust (Trust A) transfers capital property, land inventory,
or resource property (other than excluded property) to another
trust (Trust B), the deemed realization day of Trust B becomes
the earliest of the following dates:

n Trust A’s deemed realization day that would have occurred if
the transfer had not been made;

n Trust B’s deemed realization day that would have occurred if
the transfer had not been made; and

n the day after the transfer, if Trust B is:

– a spousal trust, and the beneficiary spouse is still alive at
the time of the transfer;

– under proposed legislation, a joint partner trust, and the
settlor or the beneficiary spouse is still alive at the time of
the transfer; or

– an alter ego trust, and the settlor is still alive at the time of
the transfer.

This last condition will not apply when the transfer took place:
n on or before December 20, 1991, if either Trust A or Trust B

was a spousal trust;

n after December 20, 1991, if both Trust A and Trust B are
spousal trusts;

n under proposed legislation, after 1999, if both Trust A
and Trust B are joint partner trusts; or

n under proposed legislation, after 1999, if both Trust A
and Trust B are alter ego trusts.
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Summary of options available for deemed realization under the 21-year rule
(subject to the provisions of the will or trust document)

Options
Post-1971

partner trust
Pre-1972

spousal trust
Joint partner
and alter ego

trust

Other trusts and spousal
trusts 21 years after first

deemed disposition

*DLQV�RU�ORVVHV�IURP�WKH
GHHPHG�GLVSRVLWLRQV�WD[HG�LQ
WKH�WUXVW

\HV \HV \HV \HV

(OHFW�WR�GHIHU�WD[��)RUP�7������²
DSSOLHV�WR������DQG�VXEVHTXHQW
\HDUV�

\HV \HV \HV \HV

&ODLP�FDSLWDO�JDLQV�GHGXFWLRQ�
LQ�WKH�\HDU�WKH�EHQHILFLDU\
VSRXVH�GLHV��6FKHGXOH����

\HV \HV��QR��LI�WKH
WUXVW

SUHYLRXVO\
ILOHG

)RUP�7�����

QR QR

'HVLJQDWH�FDSLWDO�JDLQV��ER[���
RI�WKH�7��VOLS��

QR \HV QR \HV

3UHIHUUHG�EHQHILFLDU\�HOHFWLRQ� QR QR QR \HV��VHH�1RWH�

1RWH��)RU�WD[DWLRQ�\HDUV�SULRU�WR�������LI�WKH�WUXVW�KDG�SUHYLRXVO\�ILOHG�)RUP�7������WKH�WUXVW�FDQQRW�ILOH�D�SUHIHUUHG�EHQHILFLDU\
HOHFWLRQ�ZLWK�UHVSHFW�WR�WKLV�LQFRPH�

Schedule 7 – Pension Income
Allocations and Designations ▲
Complete this schedule only if you are designating pension
income to beneficiaries of a testamentary trust. How this
income is designated will affect its tax treatment for the
beneficiaries.

Enter the pension income in one of the following columns
on Schedule 7:

Column A Lump-sum pension income designated to a
beneficiary spouse that qualifies for a transfer
to a registered retirement savings plan or to a
registered pension plan.

Column B Other pension income.

Column C Pension income designated to a beneficiary
spouse that qualifies for the pension income
non-refundable tax credit.

Column D Pension income that qualifies for a transfer to
acquire an eligible annuity for a minor
beneficiary.

For more information on pension income or transfers, see
the RRSPs and Other Registered Plans for Retirement guide.

Schedule 8 – Investment Income,
Carrying Charges, and Gross-up
Amount of Dividends Retained by
the Trust ▲

Line 805 – Actual amount of dividends from
taxable Canadian corporations
Attach a statement listing the actual amount of dividends
the trust received from taxable Canadian corporations.
These amounts are shown in box 23 on a T3 slip, and in
box 10 on a T5 slip issued to the trust. In this statement,
include actual and deemed taxable dividends. Do not
include non-taxable dividends, as explained at Lines 809
to 815, or capital gains dividends that you report on
line 140 of Part 1, line 190 of Part 2, or line 110 of Part 3 of
Schedule 1. We consider dividends credited to the trust by
a financial institution to have been received by the trust,
even if the trust did not receive a T3 or a T5 slip.

The grossed-up amount of taxable dividends received from
taxable Canadian corporations qualifies for the dividend
tax credit. This may reduce the trust’s tax payable. If the
trust designated the taxable dividends to individual
beneficiaries, the tax payable by the beneficiaries may be
reduced.

Lines 806 to 808 – Foreign investment income
Report investment income from foreign sources in
Canadian dollars. Calculate how much to report by
multiplying the foreign income by the exchange rate in
effect on the day that the trust received the income. If the
amount was paid at various times throughout the year,
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contact us to get the applicable rate. Report the full amount
of the foreign income. Do not reduce it by the tax withheld
by foreign authorities.

Lines 809 to 815 – Other investment income
Report bond interest, bank interest, mortgage interest, and
other dividends, including dividends under a dividend
rental arrangement. We consider interest and dividends
credited to the trust’s account by a financial institution to
have been received by the trust.

Report interest on tax refunds received in the year on
line 814.

Do not include the following:

n dividends the trust received from taxable Canadian
corporations reported on line 805;

n capital gains dividends reported on line 140 of Part 1,
line 190 of Part 2, or line 110 of Part 3 of Schedule 1; and

n non-taxable dividends discussed in the next section.

For more information on the method of reporting interest
and other investment income, see the General Income Tax
and Benefit Guide and Interpretation Bulletin IT-396,
Interest Income.

Non-taxable dividends received by a trust
If the trust received a non-taxable dividend, do not include
it in the trust’s income. An example of a non-taxable
dividend is a tax-free dividend that a Canadian private
corporation pays from its capital dividend account.

Certain non-taxable dividends that the trust received, other
than dividends paid out of the capital dividend account,
may reduce the adjusted cost base of the shares on which
the dividends were paid. Make this adjustment when
calculating a capital gain or loss if the trust later disposes of
the shares.

If the trust pays out non-taxable dividends to its
beneficiaries, inform the beneficiaries that they should not
include these dividends in income. You also have to file a
statement with the return containing the following
information:

n the name of the payer corporation; and

n the names of the beneficiaries, and the amount of
non-taxable dividends that each beneficiary received.

Lines 816 to 820 – Carrying charges and
interest expenses
Carrying charges and interest expenses include:

n interest on money borrowed to earn investment income;

n fees for the management or safe custody of investments;

n safety deposit box charges;

n accounting fees for recording investment income; and

n investment counsel fees.

Attach a statement to the return, listing the types and
amounts of carrying charges that the trust claimed. If the

trust is claiming interest on money borrowed, provide the
following details:

n the name of the lender;

n the date and the amount of the loan;

n the interest rate;

n the terms of repayment; and

n the balance of the loan at the end of the taxation year.

If the trust has carrying charges for Canadian and foreign
investment income, identify them separately, according to
the percentage that applies to each investment.

Do not include trustee fees paid by the trust or brokerage
fees or commissions paid by the trust to buy or sell
securities. If the trust paid these expenses to purchase a
security, they are part of its cost. If the trust paid them to
sell a security, claim them as “Outlays and expenses (from
dispositions)” in column 4 of Schedule 1.

You can deduct interest expenses on a life insurance policy
loan if the trust used the proceeds of the loan to earn
income. If the trust elects to add the interest expense to the
adjusted cost base of the policy, you cannot deduct it on
line 21 of the return. If the trust is claiming interest paid on
a policy loan during the year, the insurer has to complete
Form T2210, Verification of Policy Loan Interest by the Insurer,
no later than 90 days after the trust’s taxation year end.

For more information, see Interpretation Bulletin IT-355,
Interest on Loans to Buy Life Insurance Policies and Annuity
Contracts, and Interest on Policy Loans.

Lines 821 to 826 – Calculating the gross-up
amount of dividends retained or not
designated by the trust
Use this section to calculate the gross-up amount of actual
dividends from taxable Canadian corporations included on
line 805 and that the trust retained. The gross-up rate for
dividends received is 25% of the dividends received.

Note
The gross-up does not apply to taxable Canadian
dividends received by the trust if they are allocated to a
non-resident beneficiary.

Enter dividends allocated, but not designated, to a
non-resident beneficiary on line 824.

Line 821 – Total dividends reported before
applying expenses
Enter the actual amount of dividends from taxable
Canadian corporations from line 805.

Line 822 – Dividends designated to
beneficiaries
Enter the amount of net dividends, after related expenses,
that you designated to beneficiaries from line 923 of Part A
of Schedule 9. If you have allocated dividends by including
them in the amount on line 926 of Schedule 9, the dividends
are not designated. Therefore, do not include them on
line 822.
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Line 824 – Dividends allocated, but not
designated, to non-resident beneficiaries
Enter the amount of net dividends, after related expenses,
included in Column 2, line 926 of Part A of Schedule 9. If
the dividends have been allocated to non-resident
beneficiaries on line 923, do not include them on line 824.

Line 826 – Gross-up amount of dividends
retained or not designated by the trust
Multiply the amount on line 825 by 25% to calculate the
amount to enter on line 826. You have to apply the gross-up
rate to actual dividends that have been retained in the trust,
or allocated but not designated to beneficiaries, before you
deduct the related expenses.

Enter this amount on line 49 of the return; and either:

n the calculation area for line 1111 of Schedule 11; or

n line 1219A in Part 1 of Schedule 12, if applicable.

Claim the carrying charges that relate to dividends on
line 819 of Schedule 8.

For more information, see Interpretation Bulletin IT-524,
Trusts – Flow Through of Taxable Dividends to a Beneficiary –
After 1987.

Schedule 9 – Income Allocations and
Designations to Beneficiaries ▲
Complete this schedule if the trust is allocating income to
its beneficiaries. You also have to complete T3 slips and a
T3 Summary if you are allocating income to resident
beneficiaries, or NR4 slips and an NR4 Summary if you are
allocating income to non-resident beneficiaries.

Allocations and designations ▲
Generally, you allocate income to the trust’s beneficiaries
according to the terms of the will or trust document.
Depending on the type of income allocated, you may then
designate part or all of the allocated amount. When you
designate an amount to a beneficiary, the type of income
keeps its identity. This may allow the beneficiary to take
advantage of a deduction or credit that applies to that
income (such as the capital gains deduction or dividend tax
credit).

See the Glossary for a definition of the terms “allocate,
allocation,” and “designate, designation.”

You can choose to designate the following income amounts
to a beneficiary:

n net taxable capital gains;

n certain lump-sum pension income;

n dividends from taxable Canadian corporations;

n foreign business income;

n foreign non-business income;

n pension income that qualifies for acquiring an annuity
for a minor beneficiary;

n retiring allowances that qualify for a transfer to a
registered pension plan or a registered retirement
savings plan; and

n pension income that qualifies for the pension income
amount.

Note
An insurance segregated fund trust has to designate all
its capital losses to a beneficiary.

Use Part B of Schedule 9 to report designated amounts. This
includes amounts such as foreign income tax paid, a
Part XII.2 tax credit, income which can be transferred to
tax-deferral plans, and other tax credits that flow through
to the beneficiary.

For more information, see the following Interpretation
Bulletins:

n IT-342, Trusts – Income Payable to Beneficiaries;

n IT-381, Trusts – Capital Gains and Losses and the
Flow-Through of Taxable Capital Gains to Beneficiaries; and

n IT-524, Trusts – Flow Through of Taxable Dividends to a
Beneficiary – After 1987.

Exceptions and limits to income allocations
Generally, trust income has to be allocated to beneficiaries,
or taxed in the trust, according to the provisions of the will
or trust document, with the following exceptions and
limits:

n A post-1971 partner trust, joint partner trust, or alter ego
trust cannot deduct:

– any income realized on a deemed disposition of capital
property, land inventory, and Canadian and foreign
resource property, and then distributed to someone
other than:

n for a post-1971 partner trust, the beneficiary spouse;

n under proposed legislation, for a joint partner trust,
the settlor or the beneficiary spouse, while the settlor
or beneficiary spouse are still alive; or

n for an alter ego trust, the settlor.

– deemed proceeds realized from deemed dispositions of
capital property, land inventory, and Canadian and
foreign resource property that arose on the death of:

n for a post-1971 partner trust, the beneficiary spouse;

n under proposed legislation, for a joint partner trust,
the settlor or the beneficiary spouse, whichever is
later; or

n for an alter ego trust, the settlor.

– the deemed payment from NISA Fund 2 that arose on
the death of a beneficiary spouse.
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n The trust cannot deduct income from payments out of
NISA Fund 2, unless:

– the trust is a testamentary spousal trust and this
income was received while the beneficiary spouse was
alive; or

– under proposed legislation, the trust is a communal
organization.

n A trust cannot deduct amounts payable in a taxation year
to anyone except:

– for a trust that was a post-1971 testamentary partner
trust on December 20, 1991, or a spousal trust created
after December 20, 1991, the beneficiary spouse, while
the beneficiary spouse is alive;

– under proposed legislation, for a joint partner trust, the
settlor or the beneficiary spouse while either one of
them is alive; or

– for an alter ego trust, the settlor while the settlor is
alive.

n Certain inter vivos trusts created after 1934 may have
property (or property substituted for it) that:

– may revert to the contributor;

– may be distributed to beneficiaries determined by the
contributor at a time after the trust was created; or

– may only be disposed of with the consent of, or at the
direction of, the contributor while alive.

We consider any income, including taxable capital gains
and allowable capital losses from that property, to belong
to the contributor during the contributor’s lifetime while
a resident of Canada. For more information about these
inter vivos trusts and the attribution rules, see
Interpretation Bulletin IT-369, Attribution of Trust Income
to Settlor, and its Special Release.

n Under proposed legislation, for 2000 and subsequent
years, if the trust is:

– a post-1971 partner trust, and the beneficiary spouse
died in the year;

– a joint partner trust, and the survivor of the settlor or
the beneficiary spouse died in the year; or

– an alter ego trust, and the settlor died in the year,

you cannot deduct an amount in respect of income accrued
up to the deemed realization day caused by the death but
which is payable only after the death. For more
information, call us.

n A trust cannot allocate capital losses and non-capital
losses to beneficiaries of a trust except:

– capital losses, if it is an insurance-related segregated
fund trust; and

– losses of revocable trusts and from blind trusts. Report
these losses in brackets in the appropriate box on a
separate T3 slip for the beneficiary. Clearly indicate the
type of loss in the footnote area below box 41 on the
T3 slip.

n We consider income that was not paid or payable to a
beneficiary to be allocated to a beneficiary if he or she has
a vested right to its income, and:

– the trust is resident in Canada throughout the year;

– the beneficiary is under 21 years of age at the end of
the year; and

– the beneficiary’s right to income is vested by the end of
the year; it did not become vested due to the exercise or
non-exercise of a discretionary power, and is not subject
to any future condition other than the condition that the
beneficiary survive to an age of not more than 40 years.

Income to be taxed in the trust ▲
You can choose to report income on the trust return, rather
than report it in the hands of the beneficiaries, as long as
the trust is:

n resident in Canada throughout the year;

n not exempt from tax; and

n not a specified personal trust.

This applies to income paid or payable to beneficiaries.

The choice of reporting income on the trust’s return is
called a designation under subsection 104(13.1). You make
this choice by stating on the return for the year that a
designation is being made under subsection 104(13.1). Once
you make this choice, you cannot deduct at line 47 the
income designated in the election.

Once you make the choice, you have to make it for each
beneficiary. It reduces a beneficiary’s income from the trust
by that beneficiary’s proportionate share of the income
reported on the trust’s return. We show you how to
calculate the proportionate share in the following section.

You can make a similar designation under
subsection 104(13.2) if taxable capital gains are included in
the income reported on the trust’s return. This will reduce
the beneficiary’s taxable capital gains from the trust by that
beneficiary’s proportionate share of taxable capital gains
reported on the trust’s return.

For example, you can use this designation in a year when a
trust has a taxable capital gain and a non-capital loss
carryforward. By making the subsection 104(13.2)
designation, you can use the trust’s non-capital loss
carryforward to absorb the current-year taxable capital gain.

Generally, amounts designated under subsections 104(13.1)
and 104(13.2) will reduce the adjusted cost base of a
beneficiary’s capital interest in the trust unless the interest
was acquired for no consideration and the trust is a
personal trust.

If you choose to designate any portion of the beneficiary’s
income to be reported on the trust return:

n answer “Yes” to Question 9 on page 1 of the return; and

n attach a statement to the return showing the income you
are designating and the amounts you are designating for
each beneficiary.

For more information, see Interpretation Bulletins IT-342,
Trusts – Income Payable to Beneficiaries, and IT-381, Trusts –
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Capital Gains and Losses and the Flow-Through of Taxable
Capital Gains to Beneficiaries.

Proportionate share formulas
Use the following formulas to calculate designations under
subsections 104(13.1) and 104(13.2). You have to apply these
formulas to each beneficiary. A trust cannot use these
designations to tax one beneficiary’s share in the trust and
allocate another share to a beneficiary unless the trust
agreement entitles one beneficiary to the trust’s income and
another beneficiary to the trust’s capital.

Subsection 104(13.1)

 A × C
 B

Where:

A = Beneficiary’s share of trust income (calculated
without reference to the Act)

B = Total of amount A for all beneficiaries

C = Trust income designated under subsection 104(13.1)

Subsection 104(13.2)

 A × C
 B

Where:

A = Beneficiary’s share of the taxable capital gains of the
trust calculated under income tax rules

B = Total of amount A for all beneficiaries

C = Net taxable capital gains designated under
subsection 104(13.2)

Example
A trust’s income is $9,000, comprised of investment income
of $6,000 and taxable capital gains of $3,000. Both are
shared equally between the trust’s two beneficiaries,
Bonnie and Ian. The trust has $6,000 in losses from prior
years to apply: a non-capital loss of $5,000 and a net capital
loss of $1,000. Therefore, the trustee decides to report $6,000
of income on the trust return by designating $5,000 under
subsection 104(13.1) and $1,000 of taxable capital gains
under subsection 104(13.2), against which the losses are
applied.

Determine the amount designated under
subsection 104(13.1) for Bonnie as follows:

 A × C
 B

$3,000 × $5,000 = $2,500
$6,000

Therefore, the amount designated for Bonnie is $2,500.
Because Ian shares equally, his calculation is the same.

Determine the amount designated under
subsection 104(13.2) for Bonnie as follows:

 A × C
 B

$1,500 × $1,000 = $500
$3,000

Therefore, the amount designated for Bonnie is $500.
Because Ian shares equally, his calculation is the same.

Preferred beneficiary election
A trust and a preferred beneficiary can jointly elect, in the
year, to include in a preferred beneficiary’s income for that
year, all or part of the trust’s accumulating income for the
year. You can deduct the elected amount from the trust’s
income, up to the amount of the accumulating income. The
elected amount for a preferred beneficiary must not be
more than the allocable amount of the trust’s total
accumulating income. See the definition of “preferred
beneficiary” on page 5.

Trusts that are exempt from the 21-year rule cannot make a
preferred beneficiary election. We list these trusts under
“Exemption from the 21-year rule” on page 32.

You can only make the election if:

n for a spousal trust, the beneficiary spouse is still alive;

n under proposed legislation, for a joint partner trust,
either the settlor or the beneficiary spouse is still alive;
and

n for an alter ego trust, the settlor is still alive.

A trust’s accumulating income for the year is generally its
income for the year after deductions, but without regard to
amounts allocated under preferred beneficiary elections.

Accumulating income does not include the income from
the deemed realization of property on the death of:

n the beneficiary spouse, for a spousal trust;

n under proposed legislation, the settlor or the beneficiary
spouse, whichever is later, for a joint partner trust; and

n the settlor, for an alter ego trust.

Accumulating income also does not include income arising
from the deemed disposition of property to a beneficiary
which results in a disposition of all or part of the
beneficiary’s capital interests in the trust, when the
property is distributed to a beneficiary other than:

n the beneficiary spouse, for a post-1971 partner trust;

n under proposed legislation, the settlor or the beneficiary
spouse, for a joint partner trust; and

n the settlor, for an alter ego trust,

if the beneficiary spouse or settlor is alive on the deemed
date of distribution.

Accumulating income of a trust does not include amounts
paid or deemed to have been paid from NISA Fund 2.
However, a preferred beneficiary election can include these
amounts paid to a testamentary spousal trust while the
beneficiary spouse was still alive.

Note
Accumulating income is calculated as if you have
deducted the maximum amount of income as became
payable in the year to the beneficiary.
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You can make a preferred beneficiary election for a taxation
year by filing the following:

n a statement making the election for the year, stating the
part of the income on which you are making the election,
and signed by both the preferred beneficiary (or
guardian) and the trustee with the authority to make the
election; and

n a statement signed by the preferred beneficiary (or
guardian) indicating the beneficiary’s social insurance
number, his or her relationship to the settlor of the trust,
and whether:

– the beneficiary is claiming a disability amount;

– a supporting individual is claiming a disability amount
for that beneficiary (if yes, provide the name, address,
and social insurance number of the supporting
individual); or

– the beneficiary is 18 or older, and in the beneficiary’s
taxation year which ends in the trust’s taxation year,
another individual can claim an amount for an infirm
dependant age 18 or older for that beneficiary, or could
claim the amount if the beneficiary’s income is
calculated before including the income from the
preferred beneficiary election (if this is the case,
provide a statement from the doctor, optometrist,
audiologist, occupational therapist, or psychologist
confirming the beneficiary’s infirmity in the first year
the claim is made).

Under proposed legislation, effective October 18, 2000, and
subsequently, a person authorized to practice as a
speech-language pathologist will be authorized to certify
the existence of a severe and prolonged speech impairment
for the purposes of the disability tax credit.

File the election, with the return or separately, no later than
90 days after the end of the trust’s taxation year for which
the election was made. For a preferred beneficiary election
to be valid, you have to file it on time. If you file the
election late, we will tax the accumulating income in the
trust. For more information regarding late-filed or amended
elections, see “Elections” on page 13.

If you are making a preferred beneficiary election, see
Interpretation Bulletin IT-394, Preferred Beneficiary Election.

How to complete Schedule 9 ▲
Report allocated income using the columns provided:

n Column 1 – income paid or payable to resident
beneficiaries;

n Column 2 – income paid or payable to non-resident
beneficiaries; and

n Column 3 – income allocated by a preferred beneficiary
election.

See the appropriate column heading in the following
sections for more information. Any amounts allocated to a
beneficiary on lines 921 to 926 are generally deducted from
the trust’s income.

If you claimed expenses on line 41 of the return, you have
to deduct them from specific types of income before the
trust can allocate the income to the beneficiaries. You have

to apportion the expenses that relate to more than one
source of income to the applicable sources of income. If you
allocate all of the income to the beneficiaries, we will allow
an alternative apportionment of expenses to provide the
maximum flow-through to a beneficiary of the dividend tax
credit. For more information, and the conditions that the
trust has to meet before we can accept this alternative
apportionment of expenses, see Interpretation
Bulletin IT-524, Trusts – Flow-Through of Taxable Dividends to
a Beneficiary – After 1987.

Column 1 – Resident ▲
Include in this column allocations and designations of
income paid or payable to resident beneficiaries, as well as
any taxable benefits to be allocated to these beneficiaries. If
the income is allocated, but no amounts are designated,
enter the total amount on line 926. If you are designating
the income, enter the amounts at the appropriate lines. In
addition, use Part B for other amounts you are designating
to the beneficiaries.

For more information, see:

n “Allocations and designations” on page 36;

n Interpretation Bulletin IT-286, Trusts – Amount Payable; and

n IT-342, Trusts – Income Payable to Beneficiaries.

Column 2 – Non-resident ▲
Include in this column allocations and designations of
income paid or payable to non-resident beneficiaries. If the
income is allocated, but no amounts are designated, enter
the total amount on line 926. Report the total of the
amounts in column 2 as estate or trust income on an
NR4 slip, not on a T3 slip.

Most amounts paid or payable to non-resident beneficiaries
are subject to a Part XIII withholding tax. See
Lines 1029 to 1031 on page 44. Enter the total of column 2
on line 1020 of Schedule 10.

If you allocate income to non-resident beneficiaries, the
trust may also be subject to Part XII.2 tax. For information
on Part XII.2 tax, see Schedule 10 on page 42.

Column 3 – By preferred beneficiary
election ▲
A trust and a preferred beneficiary can jointly elect to have
the trust’s accumulating income taxed in the hands of the
preferred beneficiary. Use column 3 to allocate and
designate the elected accumulating income. Complete a
separate T3 slip for this income.

You can designate the following types of income under a
preferred beneficiary election:

n taxable capital gains (line 921);

n actual amount of dividends from taxable Canadian
corporations (line 923);

n foreign business income (line 924); and

n foreign non-business income (line 925).

You have to make the designations on the trust’s return for
the year in which you include the relevant amounts in the
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trust’s income. If the income is allocated but no amounts
are designated, enter the total amount on line 926. If you
are designating the income, enter the amounts at the
appropriate lines. In addition, use Part B for other amounts
you are designating to the beneficiaries.

Part A – Total income allocations and
designations to beneficiaries
Lines 921 to 928 ▲
Answer all three questions, and attach any necessary
statements. For information about income attributed to the
transferor, see “Transfers and loans of property” on
page 15.

Line 921 – Taxable capital gains ▲
Under proposed legislation, the inclusion rate you use to
calculate the taxable capital gains for the trust has changed.
For more information, see “Capital gains” on page 24.

You may allocate all or a portion of a Canadian resident
trust’s net taxable capital gains to a beneficiary. If you
designate this amount, we consider it to be the beneficiary’s
taxable capital gain.

A trust’s net taxable capital gain is the amount by which
the total of the trust’s taxable capital gains for a taxation
year is more than the total of:

n the trust’s allowable capital losses for the taxation
year; and

n net capital losses of other years deducted in calculating
the trust’s taxable income for the taxation year.

When calculating the maximum net taxable capital gains
available for designation in the current year, you have to
reduce the net taxable capital gains (as calculated above)
by:

n any expenses the trust incurred to earn income included
in line 01 of the return; and

n amounts designated under subsection 104(13.2) to be
taxed in the trust, other than amounts for which a
deduction has been claimed on line 52. However, if you
choose to reduce the trust’s current-year taxable capital
gains with a non-capital loss carryforward according to
subsection 104(13.2), you have to reduce the net taxable
capital gains you designate to a beneficiary accordingly.
See “Income to be taxed in the trust” on page 37.

Note
If the amount on line 01 includes any deemed taxable
capital gains (including gifts of capital property), call us
for more information.

The amounts you enter on line 921 should also include:

n net taxable capital gains allocated to a non-resident
beneficiary; and

n net taxable capital gains allocated by a trust governed by
an employee benefit plan.

If you complete line 921 and you are allocating capital gains
eligible for the capital gains deduction, you also have to
complete line 930. The only taxable capital gains eligible for

this deduction are from the disposition of qualified farm
property and qualified small business corporation shares.

The trust may have disposed of foreign property and is
designating the capital gain to a beneficiary. Although the
beneficiary reports this as a capital gain, the gain can be
considered foreign non-business income when the
beneficiary calculates a foreign tax credit.

Footnotes for line 921
Enter on line 921-1A, the amount of net taxable capital
gains designated to beneficiaries from Period 1.

Enter on line 921-1B, the amount of net taxable capital gains
designated to beneficiaries from Period 2.

Enter on line 921-1C, the amount of net taxable capital gains
designated to beneficiaries from Period 3.

Enter on line 921-3, the taxable amount of capital gains
included on line 921 from the disposition of foreign
property.

It is important that you complete lines 921-1A, 921-1B, and
921-1C. You need this information to correctly complete the
beneficiary’s T3 slip.

Line 922 – Lump-sum pension income ▲
A testamentary trust can designate certain pension income,
superannuation benefits, and amounts received from a
deferred profit-sharing plan to a beneficiary.

Enter on line 922, those amounts from Schedule 7 that
qualify for a transfer to a registered pension plan or a
registered retirement savings plan.

Line 925 – Foreign non-business income
Enter all foreign non-business income designated to
beneficiaries. This may include income from:

n foreign employment;

n foreign pension; and

n interest from foreign sources.

Line 926 – Other income ▲
Enter all income allocated to beneficiaries that is not shown
on lines 921 to 925. This includes business, farming, fishing,
or rental income; interest or pension income (other than
from foreign sources); death benefits; retiring allowances;
and dividends under a dividend rental arrangement.
Include any amount claimed on line 43 for the upkeep,
maintenance, and taxes of property used or occupied by a
beneficiary, and the amount claimed on line 44 for the
value of other benefits to a beneficiary.

A testamentary trust may be able to designate a lump-sum
payment out of a registered pension plan to a beneficiary to
acquire an annuity. Include these amounts on line 926, and
show the amount which qualifies for a transfer on
line 936-1. For more information, see Schedule 7 on page 34.

Footnotes for line 926
Enter on line 926-1 the amount of business income,
included on line 926, from the disposition of eligible capital
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property that is qualified farm property eligible for the
capital gains deduction.

A communal organization should show on line 926-3, the
total amount of business income (farming, fishing, and
other business) allocated to its members. Business income
that a member received from the communal organization is
considered self-employment earnings for determining
Canada Pension Plan contributions. For more information,
see Information Circular 78-5, Communal Organizations.

Line 928 – Total ▲
The total of lines 921 to 926 is the income allocated to the
beneficiaries. The amount cannot be more than “Income
before allocations” on line 46 of the return.

Part B – Summary of other amounts
designated to beneficiaries
Lines 930 to 945 ▲
Complete this area only when there are designations, such
as dividends from taxable Canadian corporations, foreign
taxes paid for credit purposes, and pension income or
retiring allowances qualifying for a transfer.

Line 930 – Taxable capital gains eligible for
deduction
A personal trust that makes a designation on line 921 and
has eligible taxable capital gains also has to designate a
portion of the trust’s eligible taxable capital gains to the
beneficiary for the beneficiary’s capital gains deduction.

Calculate the trust’s eligible taxable capital gains on
Schedule 3. Enter on line 930 the amount on line 921, or
line 334 of Schedule 3 minus the amount on line 926-1,
whichever is less.

Footnotes for line 930

Enter on line 930-1A the lesser of:

n the taxable capital gains from dispositions of qualified
farm property in Period 1; and

n the taxable capital gains eligible for the deduction.

Enter on line 930-1B the lesser of:

n the taxable capital gains from dispositions of qualified
farm property in Period 2; and

n the taxable capital gains eligible for the deduction minus
the amount on line 930-1A.

Enter on line 930-1C the lesser of:

n the taxable capital gains from dispositions of qualified
farm property in Period 3; and

n the taxable capital gains eligible for the deduction minus
the amount on lines 930-1A and 930-1B.

Enter on line 930-2A the lesser of:

n the taxable capital gains from dispositions of qualified
small business corporation shares in Period 1; and

n the taxable capital gains eligible for the deduction minus
the amounts on lines 930-1A, 930-1B, and 930-1C.

Enter on line 930-2B the lesser of:

n the taxable capital gains from dispositions of qualified
small business corporation shares in Period 2; and

n the taxable capital gains eligible for the deduction minus
the amounts on lines 930-1A, 930-1B, 930-1C,
and 930-2A.

Enter on line 930-2C the lesser of:

n the taxable capital gains from dispositions of qualified
small business corporation shares in Period 3; and

n the taxable capital gains eligible for the deduction minus
the amounts on lines 930-1A, 930-1B, 930-1C, 930-2A,
and 930-2B.

Line 931 – Qualifying pension income ▲
Enter those amounts from Schedule 7 that qualify for the
pension income amount. You can make this designation
only if the beneficiary was the spouse of the deceased, and
if the trust received the benefits of a life annuity from a
superannuation or pension plan. For more information, see
Schedule 7 on page 34.

Line 932 – Taxable amount of dividends ▲
Enter the amount from line 923 of the actual amount of
dividends, designated to a beneficiary who is either an
individual or a trust (other than a registered charity),
multiplied by 1.25.

Line 934 – Foreign non-business income
tax paid
If you are designating a foreign tax credit to a beneficiary,
you have to submit an official receipt or information slip
from the foreign country. This is necessary to support the
claim that the trust paid foreign non-business income tax,
or that it was withheld from foreign non-business income
the trust earned.

The portion of foreign taxes you designate to a beneficiary
has to be in proportion to the foreign income you designate
to that beneficiary. You have to convert any foreign taxes
paid in foreign currency to Canadian funds.

For more information, see Interpretation Bulletins IT-270,
Foreign Tax Credit, and IT-201, Foreign Tax Credit – Trusts
and Beneficiaries, and see Line 1118 on page 46.

Line 935 – Eligible death benefits ▲
A testamentary trust may receive a payment as a result of
the employee’s death to recognize the employee’s service in
an office or employment. Such a payment is usually from
the deceased person’s employer or from a trust fund the
employer established. This payment may qualify as a death
benefit, and the trust may be able to exclude up to $10,000
of the amount from income.

If you allocate the total death benefit to a single beneficiary
according to the provisions of the will, the beneficiary may
be able to exclude up to $10,000 of the payment from
income. Enter on line 935, the amount from line 926 eligible
for this exclusion.

If you allocate the total death benefit to more than one
beneficiary, apportion the amount eligible for this exclusion
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among those beneficiaries. The total eligible amount
apportioned cannot exceed $10,000. The beneficiaries can
use this information to calculate the taxable portion that
they have to report on their T1 returns.

If you exclude the eligible death benefit from the trust’s
income, only the taxable portion flows out to the
beneficiary. Make sure that you report only the taxable
portion of the death benefit on line 19 of the return. For
more information, see Line 19 on page 18.

Line 936 – Miscellaneous ▲
Enter the amount from Column D of Schedule 7 on
line 936-1. Enter any retiring allowance eligible for a
transfer on line 936-2. Enter charitable donations
designated to the beneficiaries of a communal organization
on line 936-3.

Line 937 – Insurance segregated fund capital
losses
Enter the designated portion of net capital losses from the
disposition of property by an insurance segregated fund.

Footnotes for line 937
Enter on line 937-1, net capital losses from dispositions in
Period 1.

Enter on line 937-2, net capital losses from dispositions in
Period 2.

Enter on line 937-3, net capital losses from dispositions in
Period 3.

Line 938 – Part XII.2 tax credit
Calculate the amount for line 1010 of Schedule 10, and enter
it here. Generally, you can designate the Part XII.2 tax
credit only to those resident beneficiaries to whom you
allocated income in column 1 of line 928, Schedule 9.

Line 939 – Federal dividend tax credit ▲
Enter the amount on line 932 multiplied by 13.33%.

Lines 940 and 941 – Investment tax
credit (ITC)
Only testamentary trusts and communal organizations that
are deemed inter vivos trusts can designate an ITC to their
beneficiaries.

Complete Section 1 of Form T2038(IND), Investment Tax
Credit (Individuals), to calculate the amount of the
investment cost or expenditure, and the ITC available. You
will need the eligible amounts the trust invested to acquire
property and the eligible expenditures for this part of the
form. You have to reduce the trust’s ITC by any amount
allocated to beneficiaries.

Enter the beneficiaries’ share of the trust’s investment cost
or expenditures on line 940. You need this amount to
determine the amount of the ITC you can designate to each
beneficiary.

Enter on line 941, the amount of the trust’s ITC from
Form T2038(IND) that you designated to a beneficiary, and
did not deduct on line 1120 of the trust’s Schedule 11.

Line 945 – Other credits
Newfoundland research and development tax credit
Enter the amount of this credit that you designated to a
beneficiary and did not deduct on page 4 of the return. For
more information, see “Newfoundland research and
development tax credit” on page 22.

Schedule 10 – Part XII.2 Tax and
Part XIII Non-Resident Withholding Tax
Complete Schedule 10 if the trust is allocating income to
non-resident or other designated beneficiaries (see the next
page for details). The total of Parts XII.2 and XIII tax is
approximately equal to the Part I tax, plus provincial or
territorial taxes, that would apply to the income if the
beneficiaries were resident in Canada.

Part A – Calculating Part XII.2 tax and the
refundable Part XII.2 tax credit
Lines 1001 to 1010
Pay any Part XII.2 tax no later than 90 days after the trust’s
taxation year end.

Part XII.2 tax does not apply to a trust that was one of the
following throughout the year:

n a testamentary trust;

n a mutual fund trust;

n trust types B, C, D, I, or L in “Exemption from the 21-year
rule” on page 32;

n a trust that was exempt from Part I tax under subsection
149(1); or

n a non-resident trust.

Part XII.2 tax applies when a trust:

n has specified income as described below;

n has a designated beneficiary as described on this page;
and

n allocates or designates any of its income.

Specified income
Specified income of a trust generally means its taxable
capital gains or allowable capital losses from the disposition
of taxable Canadian property and the total income (or loss)
from the following sources:

n businesses carried on in Canada;

n real properties located in Canada, for example, land or
buildings;

n timber resource properties; and

n Canadian resource properties the trust acquired
after 1971. 
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Note
Although designated income is used in Part XII.2 of the
Act, we use specified income in this guide and on
Schedule 10 to avoid confusion with the term
“designated income” used in other parts of this guide.

Designated beneficiary
A designated beneficiary for the purpose of Part XII.2 tax
includes a beneficiary who is:

n a non-resident person;

n a non-resident owned investment corporation;

n a trust, other than a testamentary trust, a mutual fund
trust, or a trust exempt from Part I tax under
subsection 149(1), resident in Canada whose beneficiaries
include a designated beneficiary;

n a partnership whose members include a designated
beneficiary; or

n a person exempt from Part I tax under subsection 149(1),
if that person acquired an interest in the trust, directly or
indirectly, from a beneficiary of the trust after
October 1, 1987.

Note
A person exempt from Part I tax is not a designated
beneficiary if:

– after either October 1, 1987, or the date the interest
was created, whichever is later, any person exempt
from Part I tax continuously held the interest; or

– the person exempt from tax is a trust governed by a
registered retirement savings plan or registered
retirement income fund, and the trust acquired its
interest directly or indirectly from its beneficiary or
the beneficiary’s spouse or former spouse.

A designated beneficiary is usually not entitled to the
refundable tax credit for Part XII.2 tax that the trust paid.
This means that you will generally not complete box 38 on
the T3 slip for a designated beneficiary who is a Canadian
resident. Also, before you calculate Part XIII non-resident
withholding tax, you have to reduce the income payable to
a non-resident beneficiary by the non-resident’s share of the
Part XII.2 tax. For more information, see Line 1009 on this
page.

Eligible beneficiary
This term is used for a beneficiary who is not a designated
beneficiary as described above. An eligible beneficiary is
generally a Canadian resident who is entitled to a
refundable Part XII.2 tax credit in proportion to the share of
allocated or designated trust income. You have to include
an amount equal to the Part XII.2 tax credit in the income
allocated to the beneficiary. In effect, this credit replaces the
income that the beneficiary would have received if the trust
did not have to pay Part XII.2 tax.

Line 1006 – Total specified income
This is the total of lines 1001 to 1005, which represents the
specified income of the trust. Part XII.2 tax does not apply if
the amount on line 1006 is negative.

Line 1007 – Adjusted amount allocated and
designated to beneficiaries
Enter the amount from column 1 of line 928, Schedule 9, on
line A in the calculation area. Enter the amount from
column 2 of line 928, Schedule 9, on line B. Subtract the
taxable benefit you reported on line 44 of the return on
line D.

Line 1007 represents the following amounts:

n the deduction from trust income for the portion of the
trust’s income you allocated to resident and non-resident
beneficiaries, to be included in their income; and

n the deduction from trust income for the Part XII.2 tax the
trust paid for the year.

Withhold the Part XII.2 tax from income you distribute to
the beneficiaries.

Line 1008 – Part XII.2 tax
Multiply the lesser of the amount on line 1006 and the
amount on line 1007 by 36% to calculate Part XII.2 tax
payable by the trust. Enter this amount on line 83 of the
return.

Line 1009�(Adjustment for Part XIII tax
purposes)
On this line, calculate the amount of Part XII.2 tax that you
attribute to designated beneficiaries. Transfer the amount
from line 1009 to line 1026 to reduce the income subject to
Part XIII tax.

Line 1010 – Part XII.2 refundable tax credit for
eligible beneficiaries
This is the amount of Part XII.2 tax attributable to eligible
beneficiaries. It is also the amount eligible for the Part XII.2
refundable tax credit for these beneficiaries.

If there is more than one eligible beneficiary, use the
following formula to determine the amount of refundable
tax credit to report in box 38 of the T3 slip for each eligible
beneficiary:

 A × B
C

Where:

A = Part XII.2 tax paid by the trust (line 1008)

B = each eligible beneficiary’s share of the amount from
line 1007 (the trust income you allocated to the
eligible beneficiaries)

C = adjusted allocations or designations for the year
(line 1007)

Part B – Calculating Part XIII non-resident
withholding tax
Lines 1020 to 1031
Complete this part if the trust allocated income to
non-resident beneficiaries.
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Line 1025 – Amounts not subject to
Part XIII tax: Other
One example of an amount to enter on this line is an
amount you paid or credited to a beneficiary resident in the
United States, when the amount is derived from income
sources outside Canada and it is not subject to withholding
tax under the Canada – U.S. Tax Convention.

Line 1026 (Part XII.2 tax amount)
On this line, deduct the amount of Part XII.2 tax you
attribute to designated beneficiaries.

Lines 1029 to 1031 – Non-resident tax
payable
Complete the rest of this schedule by referring to the
NR4 return for the trust.

Every non-resident person has to pay Canadian income tax
of 25% under Part XIII of the Act, unless a tax treaty or
convention provides a lower rate. Part XIII tax is paid on
amounts that a Canadian trust paid or credited, or is
considered to have paid or credited, to non-residents. You
have to withhold and remit tax on these amounts. This tax
has to be received by the Canada Customs and Revenue
Agency or a Canadian financial institution on or before the
15th day of the month after the month during which the tax
was withheld.

Calculate the amount of non-resident tax payable and any
balance due by following the steps in Part B of Schedule 10.
Send any balance due to us, with Form NR76, Non-Resident
Tax – Statement of Account, which is a combined remittance
statement and receipt.

If you are remitting Part XIII tax for the first time, send us a
statement with the trust’s name and address, the type of
payment (Part XIII tax), and the month during which you
withheld the tax. When we receive the payment, we will
issue a Form NR76 receipt. You can use the bottom portion
for remitting future payments.

You also have to complete an NR4 Summary, Return of
Amounts Paid or Credited to Non-Residents of Canada, and
an NR4 slip, Statement of Amounts Paid or Credited to
Non-Residents of Canada.

For more information on non-resident income tax, see:

n Information Circular 76-12, Applicable Rate of Part XIII Tax
on Amounts Paid or Credited to Persons in Treaty Countries,
and its Special Release;

n Information Circular 77-16, Non-Resident Income Tax; and

n Interpretation Bulletin IT-465, Non-Resident Beneficiaries of
Trusts.

Example
An inter vivos trust resident in Canada has two
beneficiaries – Adam, a resident of Canada who is an
eligible beneficiary, and Meg, a non-resident who is a
designated beneficiary. Each beneficiary is entitled to
receive an equal share of the trust income which is
distributed annually.

The trust has $1,400 net income for the year, which includes
net business income (from a business carried on in Canada)
of $1,000, and net interest income of $400.

On Schedule 10, the trustee would:

n enter $1,000 on lines 1001 and 1006, since there are no
other sources of specified income (the $400 interest is not
specified income);

n enter $1,400 on line 1007, since this is the total amount
from columns 1 and 2 of line 928 of Schedule 9;

n enter the lesser of lines 1006 ($1,000) and 1007 ($1,400) in
the calculation area for line 1008;

n multiply $1,000 by 36%, and enter the result ($360) on
line 1008;

n calculate the amount that is not subject to Part XIII
non-resident tax by completing the calculation area for
line 1009 (divide $700 by $1,400 and multiply by $360).
Enter the result ($180) on line 1009 and on line 1026; and

n calculate the amount of refundable Part XII.2 tax credit
on line 1010 by subtracting line 1009 ($180) from line 1008
($360). Enter the result ($180) in box 38 on the T3 slip.

Adam received $520, but he will include $700 ($520 + $180)
in his income for the year. This amount, which is entered in
box 26 on the T3 slip, is the 50% portion of the trust income
distributed to him under the terms of the trust agreement.
On his T1 return for 2000, he will claim a refundable
Part XII.2 tax credit of $180.

Meg received $520. This amount, which is entered on the
NR4 slip, is the 50% of the trust income distributed to her
under the terms of the trust agreement. On Schedule 10, the
trustee reduces the total income paid or payable to
non-resident beneficiaries (line 1020) by the Part XII.2 tax
(line 1026). Line 1028 ($700 – $180 = $520) is the amount
subject to non-resident tax.

Completing the NR4 return
The Non-Resident Withholding Tax Guide explains how to
report amounts the trust paid or credited to non-residents
of Canada and how to complete and distribute the
NR4 return.

Report the total trust income you allocated to a
non-resident beneficiary as estate and trust income on the
NR4 return. Types of income, except for taxable capital
gains from a mutual fund trust, lose their identity when
allocated to a non-resident beneficiary. Therefore, you have
to total and report them as “Estate or trust income” in
box 16 of the NR4 slip.

File this return no later than 90 days after the end of the
trust’s taxation year.

Schedule 11 – Federal Income Tax
Use Schedule 11 to determine the federal income tax and
federal individual surtax payable by the trust.

Note
The trust may be subject to minimum tax. For more
information, see Schedule 12 on page 48.
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Lines 1104 and 1107 – Total federal tax on
taxable income
Testamentary and grandfathered inter vivos trusts ▲

Federal tax rates for individuals apply to all testamentary
trusts and to grandfathered inter vivos trusts. For more
information on grandfathered inter vivos trusts, see “Types
of trusts” on page 7.

Under proposed legislation, the amount of tax a
testamentary or grandfathered trust has to pay has
changed. See line 1104 on the schedule for details.

Inter vivos trusts
An inter vivos trust, other than a grandfathered inter vivos
trust, is taxed at 29% of its taxable income. For more
information, see Interpretation Bulletin IT-406, Tax Payable
by an Inter Vivos Trust.

Line 1109 – Tax adjustments – Lump-sum
payments – ITAR 40 ▲

Use this line to add items, such as the reduced tax that
applies to lump-sum payments under section 40 of the
Income Tax Application Rules (ITAR 40). You do not have to
enter an amount on this line if you indicate “ITAR 40” on
this line and on line 02 of the return. We will calculate your
federal and provincial, if applicable, tax adjustment. Attach
any information slips the trust received.

Line 1111 – Federal dividend tax credit ▲

Enter the amount of the federal dividend tax credit on
dividends the trust received from taxable Canadian
corporations in the taxation year.

The dividend tax credit is 2/3 of the gross-up amount you
calculated on line 826 of Schedule 8.

Note
Foreign dividends do not qualify for this credit.

Line 1112 – Donations and gifts tax credit ▲

Attach official receipts for all claims. There are four types of
donations or gifts:

n Donations to qualified donees – See the Gifts and Income
Tax pamphlet for types of organizations that qualify.

n Gifts to Canada, a province, or a territory.

n Gifts of cultural property – Attach both the official
receipt from the institution and Form T871, Cultural
Property Income Tax Certificate, issued by the Canadian
Cultural Property Export Review Board.

n Gifts of ecological property – Attach the official receipt
and the Certificate for Donation of Ecologically Sensitive
Land issued by the Minister of the Environment, or if the
land is located in Quebec, the certificate issued by the
ministère de l’Environnement du Québec.

Testamentary trust
If the donation is a one-time payment provided for in the
deceased person’s will, do not claim it on the T3 return.
Instead, claim the donation on the deceased person’s
T1 return, either in the year of death or in the year before

the year of death, or claim part of the donation on each
return.

If the donation is not a one-time payment (for example,
donations that will continue to be made according to the
terms of the will), treat the recipient as an income
beneficiary and deduct the donation as an allocation of
trust income on line 47 of the return. You also have to
include the donation on the appropriate line of Schedule 9.

If the will provides that a donation can be made at the
discretion of the trustee, you can:

n choose to treat the recipient as an income beneficiary and
deduct the amount on line 47 of the return; or

n claim a non-refundable tax credit on line 1112 of
Schedule 11.

When you are claiming a donation on the return, either as
an income allocation or for a non-refundable tax credit, you
should indicate on the return whether the donation is a
one-time or periodic payment as provided in the will, or if
it was made at your discretion.

Inter vivos trust
If the recipient is an income beneficiary according to the
terms of the trust agreement, deduct the donation on line 47
of the return, and include it on the appropriate line of
Schedule 9.

In all other cases, calculate a non-refundable tax credit for
the donation on line 1112 of Schedule 11.

Maximum claim and carryover
The maximum claim for donations and gifts in the year is
the sum of:

n 25% of the taxable capital gains from the donation of
capital property, less any capital gains deduction claimed
against that property;

n 25% of the recapture of capital cost allowance reported as
a result of making the gift; and

n 75% of the trust’s net income (line 50).

Note
The limit of 75% of net income does not apply to gifts to
Canada, a province, or a territory, which were made or
agreed to before February 19, 1997, or to gifts of cultural
or ecological property.

For more information on calculating the maximum claim,
see the Gifts and Income Tax pamphlet.

Claim any portion of the trust’s total donations, up to the
maximum limit. Any unused portion can be carried
forward for five years.

If the trust donates an obligation of the trust or of a related
person, a share issued by a corporation related to the trust,
or any other security issued by a person related to the trust,
contact us.

A communal organization that made charitable donations
can choose not to claim them and can elect to designate the
donations to beneficiaries. For more information, see
Information Circular 78-5, Communal Organizations.
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Line 1113 – Minimum tax carryover from
previous years
If the trust paid minimum tax in the 1993 to 1999 taxation
years, and does not have to pay minimum tax for the 2000
taxation year, you may be able to claim a credit against the
trust’s 2000 taxes payable. Use the chart on this page to
calculate the claim. Attach a copy of your calculation to the
return if the trust is claiming a minimum tax carryover.

Note
You can carry over minimum tax from the seven
previous taxation years. You have to apply the oldest
available carryover first. For example, you have to apply
any carryover from 1995 before any carryover from 1996.

Minimum tax carryover

Minimum tax carryover from a previous year which can be applied in 2000
0LQLPXP�WD[�FDUU\RYHU�EDODQFH�DW�WKH�HQG�RI�����
�OLQH������RI������6FKHGXOH�����RU�OLQH�O�RI�WKLV�WDEOH�IRU��������������������������������������������������������������������������������� �����������������������������a

0LQLPXP�WD[�FDUU\RYHU�IURP������QRW�XVHG�EHIRUH����� �������������������������������������������������������������������������������������� ����–�����������������������b
0LQLPXP�WD[�FDUU\RYHU�DYDLODEOH��OLQH�D minus�OLQH�E�� ����������������������������������������������������������������������������������������� ����=�����������������������c
7D[�SD\DEOH�EHIRUH�PLQLPXP�WD[�FDUU\RYHU
�OLQH������RI������6FKHGXOH����� ������������������������������������������������������������������������������������������������� BBBBBBBBBBB�d

)HGHUDO�GLYLGHQG�WD[�FUHGLW��OLQH������RI������6FKHGXOH���� ������������� BBBBBBBBBBBBB�e
7D[�FUHGLW�IRU�GRQDWLRQV�DQG�JLIWV��OLQH������RI�����
6FKHGXOH���� ������������������������������������������������������������������������������������������� +������������������������f

Subtotal��add�OLQHV�H�DQG�I�� ��������������������������������������������������������������������� =�����������������������Í –��������������������g
/LQH�G�minus�OLQH�J����������������������������������������������������������������������������������������������������������������������������� =��������������������h
0LQLPXP�DPRXQW��OLQH������RI������6FKHGXOH����� �������������������������������������������������������������������� –��������������������i
Maximum amount of minimum tax carryover which you can apply in 2000
/LQH�K�minus�OLQH�L������������������������������������������������������������������������������������������������������������������������������� =                  �j
Minimum tax carryover from previous year, applied in 2000
&ODLP�DQ�DPRXQW�QRW�PRUH�WKDQ�WKH�lesser�RI�OLQHV�F�RU�M�������������������������������������������������������������������������������������� ����–������������������������k
(QWHU�WKLV�DPRXQW�RQ�OLQH������RI�6FKHGXOH����

Minimum tax carryover available for 2001
/LQH�F�minus�OLQH�N���������������������������������������������������������������������������������������������������������������������������������������������������������� ����=�������������������������l
$WWDFK�D�FRS\�RI�WKLV�FDOFXODWLRQ�WR�WKH�UHWXUQ�LI�\RX�FODLP�D�PLQLPXP�WD[�FDUU\RYHU��DQG�NHHS�D�FRS\�IRU�\RXU�UHFRUGV�

Line 1116 – Surtax on income not subject to
provincial or territorial tax
A resident trust that carries on business through a
permanent establishment in a foreign country has to pay a
federal surtax of 48% of its basic federal tax attributable to
the income earned in the foreign country.

A non-resident trust pays this tax instead of provincial or
territorial tax. However, business income that the trust
earned in a province or territory through a permanent
establishment in that province or territory is subject to the
provincial or territorial tax instead of this 48% surtax.

For more information, see Form T2203, Provincial and
Territorial Taxes for 2000 – Multiple Jurisdictions, and
Form T691A, Minimum Tax Supplement – Multiple
Jurisdictions.

Line 1118 – Federal foreign tax credit
This credit is available to a resident trust only for foreign
income or profit taxes the trust paid on income it received
from sources outside Canada. When you calculate the foreign
tax credit, convert all amounts to Canadian currency.

In general, the foreign tax credit you can claim for each
foreign country is the lesser of:

n the tax the trust paid to a foreign country; and

n the tax payable to Canada on the portion of income the
trust earned in the foreign country.

Use Form T2209, Federal Foreign Tax Credits, to calculate the
trust’s foreign tax credit. When you complete Form T2209,
base the calculation of the credit on amounts the trust
retains. Do not include any amounts relating to the
designation of foreign income and foreign tax credits to the
beneficiaries. Enter the amount from line 10 of Form T2209
on line 1118.

The total of all business income taxes and non-business
income taxes the trust paid to foreign countries may be
more than the total amount allowed as a foreign tax credit.
In this case, you may be able to claim the excess, or a
portion thereof, on line 1125 as an “Additional federal
foreign tax credit.”

The trust’s federal foreign tax credit may be less than the tax
paid to a foreign country. The trust can carry unclaimed
foreign tax paid on business income back three years and
forward seven years. The trust cannot carry forward or carry
back excess amounts of any foreign non-business income
tax. You may be able to claim some or all of the excess as:

n a provincial or territorial foreign tax credit on
Form T2036, Provincial Foreign Tax Credit (this does not
apply to a trust that is resident of Quebec);
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n a deduction on line 40 of the return (for information, see
Interpretation Bulletin IT-506, Foreign Income Taxes as a
Deduction From Income); or

n an additional foreign tax credit against individual surtax
payable.

Attach proof of the tax the trust paid to a foreign country.

For more information, see Interpretation Bulletins IT-270,
Foreign Tax Credit, and IT-201, Foreign Tax Credit – Trust and
Beneficiaries.

Line 1119 – Allowable federal political
contribution tax credit
Claim this credit if the trust contributed to a registered
federal political party or to a candidate for election to the
House of Commons. Use the chart below to calculate the
credit, and enter the total allowable credit on line 1119. If
the trust’s total federal political contributions are $1,150 or
more, enter $500 on line 1119. Attach an official receipt as
proof of the contribution. You do not have to attach a
receipt for an amount shown in box 36 of a T5013 slip, or in
a financial statement showing an amount a partnership
allocated to the trust. For more information, see
Information Circular 75-2, Contributions to a Registered
Political Party or to a Candidate at a Federal Election.

Federal political contribution tax credit

7RWDO�IHGHUDO�SROLWLFDO�FRQWULEXWLRQV��HQWHU�WKLV�DPRXQW�RQ�OLQH�&�DW�OLQH������RI�6FKHGXOH������������������������������� ������������������

Allowable credit:
����RI�ILUVW������RI�WRWDO�IHGHUDO�SROLWLFDO�FRQWULEXWLRQV� ���������������������������������������������������������������������������������������������� �������������������a
����RI�QH[W������RI�WRWDO�IHGHUDO�SROLWLFDO�FRQWULEXWLRQV� �������������������������������������������������������������������������������������������� +�����������������b
��������RI�WRWDO�IHGHUDO�SROLWLFDO�FRQWULEXWLRQV�WKDW�DUH�PRUH�WKDQ���������������������������������������������������������������������� +�����������������c
7RWDO�FUHGLW��add�OLQHV�D��E��DQG�F����������������������������������������������������������������������������������������������������������������������������������� =                 d

$OORZDEOH�FUHGLW�²�HQWHU�WKH�OHVVHU�RI�OLQH�G�DQG������RQ�OLQH������RI�6FKHGXOH����

Line 1120 – Investment tax credit
A trust can claim an investment tax credit (ITC) on eligible
investments and qualified expenditures that are listed on
Form T2038(IND), Investment Tax Credit (Individuals). For
example, a trust can claim an ITC on certain buildings,
machinery, or equipment to be used in certain areas of
Canada in qualified activities such as farming, fishing,
logging, or manufacturing.

There is a time limit to complete and submit
Form T2038(IND). To be able to claim an ITC, you have to
send us the completed form no later than 12 months after the
due date of the return for the year the expenditure occurred.

Attach a completed copy of Form T2038(IND) to the return
if the trust:

n earned an ITC in the taxation year;

n is carrying forward a credit;

n is carrying back a credit; 

n had an ITC recapture; or

n is claiming a refundable ITC in the taxation year (on
line 88 of the return).

Reduce the cost of eligible investments and qualified
expenditures by the portion of the credit deducted or
refunded. Reduce these costs in the year after the trust:

n claims the credit; or

n acquired the asset if it:
– made the claim or refund in the year of acquisition; or
– applied the claim to a previous year.

For example, the capital cost of property is reduced in 2000
by any ITC which the trust earned in 1999, and which was

claimed or refunded on the 1999 return or applied to a
previous year.

You will have to report an ITC recapture for the trust if the
trust:

n acquired the property in this or any of the previous
10 taxation years;

n claimed the cost of the property as a qualified
expenditure for Scientific Research and Experimental
Development;

n included the cost of the property in calculating the trust’s
ITC, or was the subject of an agreement to transfer
qualified expenditures; and

n the trust disposed of the property or converted it to
commercial use after February 23, 1998.

Only a testamentary trust or a communal organization can
designate an ITC to its beneficiaries. When you calculate
the trust’s ITC for the taxation year, do not include the part
which is designated on line 941 of Schedule 9, according to
the terms and conditions of the trust agreement, or by
choice of the trustee. Reduce the cost of the qualified
property acquisitions or expenditures by the amount of any
ITC that you designated to the beneficiaries in the taxation
year.

For more information, see the instructions included with
Form T2038(IND).

Line 1121 – Other credits
Credits you can claim at this line include:

n a federal logging tax credit; and
n a federal environmental trust tax credit.
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Lines 1124 to 1128 – Individual surtax ▲

A trust only has to pay a 5% individual surtax on federal
tax payable over $15,500, calculated on the following
amounts:

n for a trust other than a mutual fund trust:

– the basic federal tax on line 1115 of Schedule 11, or, if
subject to minimum tax, on line 1242 of Schedule 12.

n for a mutual fund trust:

– the basic federal tax on line 1115 of Schedule 11, minus
the lesser of the amounts (a), (b), and (c) on
Form T184, 2000 Capital Gains Refund for a Mutual Fund
Trust.

If the trust can claim a federal foreign tax credit or an
investment tax credit, it may be able to reduce its
individual surtax by any unused portion of these credits.
The following two sections explain these additional credits.

Line 1125 – Additional federal foreign tax
credit
Use line 1125 to deduct the additional federal foreign tax
credit. Complete Form T2209, Federal Foreign Tax Credits,
using the following instructions:

n If the amount on line (i) in Part 2 of Schedule 12 is more
than the amount on line 7 in Part 1 of Form T2209, then
no federal foreign tax credit is available to reduce the
individual surtax payable. In this case, enter “0” on
line 1125 of Schedule 11 or, if the trust is subject to
minimum tax, on line 1251 of Schedule 12.

n If an additional federal foreign tax credit is available,
enter the amount from line 22 of Form T2209 on line 1125
of Schedule 11 or, if the trust is subject to minimum tax,
on line 1251 of Schedule 12.

Line 1127 – Additional investment tax credit
Use line 1127 to deduct the additional investment tax
credit. Calculate the amount in Section II of
Form T2038(IND), Investment Tax Credit (Individuals).

You can reduce the individual surtax by the lesser of:

n the unused investment tax credit you determine on line E
of Form T2038(IND); and

n line 1126 of Schedule 11 minus line 1125, or line 1252 of
Schedule 12 minus line 1251, whichever applies.

Line 1130 – Refundable Quebec
abatement ▲
A trust is entitled to an abatement of 16.5% of its basic
federal tax if it was resident in Quebec on the last day of its
taxation year and it did not have income from a business
with a permanent establishment outside Quebec.

The abatement is provided instead of direct cost-sharing by
the federal government under federal-provincial fiscal
arrangements.

Use Form T2203, Provincial and Territorial Taxes for 2000 –
 Multiple Jurisdictions, to calculate the refundable Quebec
abatement if the trust:

n was a resident in Quebec and had income from a
business with a permanent establishment outside
Quebec; or

n resided outside Quebec and had income from a business
with a permanent establishment in Quebec.

Schedule 12 – Minimum Tax
Read the following information to see if the trust is liable to
minimum tax, and if you need to complete Schedule 12.

The following trusts are not subject to minimum tax:

n a mutual fund trust;

n a related segregated fund trust;

n a spousal trust, and, under proposed legislation, a joint
partner trust or an alter ego trust, if they report in the
year, their first deemed realization under the 21-year
rule; and

n a master trust.

Minimum tax limits the tax advantage a trust can receive in
a year from certain incentives. The most common situations
that may make a trust liable to minimum tax are if it:

n reports taxable dividends;

n reports taxable capital gains;

n makes an election on pension benefits under ITAR 40;

n claims a loss resulting from, or is increased by, resource
expenditures, or claims resource and depletion
allowances on resource properties; or

n claims a loss resulting from, or is increased by, capital
cost allowance on rental or leasing property, or certified
films or videotapes.

The trust has to pay minimum tax if it is more than the
federal tax calculated in the usual manner.

Provincial and Territorial Income Tax ▲

Resident trusts
A trust is liable for provincial or territorial tax, at the rate
that applies for the province or territory of residence, if it:

n was a resident of a province other than Quebec, or of a
territory on the last day of its taxation year; and

n did not have income from a business with a permanent
establishment outside the province or territory of
residence.

Use Schedule 13 to calculate provincial income tax for
Newfoundland, Prince Edward Island, and territorial
income tax for Nunavut.

Use Schedule 14 to calculate provincial income tax for
Saskatchewan, Alberta, and territorial income tax for the
Northwest Territories and the Yukon.
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Use the applicable provincial tax form to calculate
provincial tax for Nova Scotia, New Brunswick, Ontario,
Manitoba, or British Columbia.

The Province of Quebec collects its own provincial income
tax. Therefore, do not calculate provincial income tax on the
trust’s federal tax return if it was resident in Quebec on the
last day of its taxation year. However, if the trust had
income from a business with a permanent establishment in
another province or territory, you have to calculate that
province’s or territory’s income tax on the trust’s federal tax
return.

A resident trust may carry on a business with a permanent
establishment:

n in a province or territory other than the province or
territory of residence; or

n in a foreign country.

In these cases, you have to calculate the trust’s income from
each source to determine the liability for:

n provincial or territorial income tax; or

n federal surtax for income not subject to provincial or
territorial tax.

Report income from a business for each province, territory,
or foreign country in which the business had a permanent
establishment during the taxation year. Attach a copy of
this list to the return. In general, you should allocate all
other income to the province or territory of residence.

A trust resident in a province other than Quebec, or in a
territory, on the last day of its taxation year may have a
federal foreign tax credit that is less than the tax the trust
paid to a foreign country. For more information, see
Line 1118 on page 46. You can apply this credit against
provincial or territorial income tax.

Non-resident trusts
A non-resident trust that carries on a business through a
permanent establishment in a province or territory is
subject to provincial or territorial tax on the business
income it earned in that province or territory.

A non-resident trust may carry on a business in Canada
without a permanent establishment in Canada. In this case,
it may be subject to the federal surtax. For more
information, see Line 1116 on page 46.

Schedules 13 and 14 – Provincial and
Territorial Income Tax

Lines 1314, 1361, 1452, 1472, and 1482 –
Allowable political contribution tax credit
A trust can deduct from the taxes otherwise payable to
Prince Edward Island, Alberta, Nunavut, the Northwest
Territories, and the Yukon a portion of amounts paid to:

n a registered political party of that province or territory;

n a registered constituency association of that province or
territory; or

n a candidate seeking election to the legislature of that
province or territory.

Attach an official receipt to the return as proof of payment.

&DOFXODWH�WKH�DOORZDEOH�FUHGLW�IRU�Prince Edward Island,
DQG�WKH�Yukon�DV�IROORZV�

7RWDO�SROLWLFDO�FRQWULEXWLRQV�LQ�WKH�\HDU ����������������������

Allowable credit:

����RI�ILUVW������RI�WRWDO�FRQWULEXWLRQV ������������������������

����RI�QH[W������RI�WRWDO�FRQWULEXWLRQV +����������������������

��������RI�WRWDO�FRQWULEXWLRQV�RYHU����� +����������������������

7RWDO�DOORZDEOH�FUHGLW��PD[LPXP������ =��������������������

* (QWHU�WKLV�DPRXQW�RQ�WKH�DSSURSULDWH�OLQH�RI�WKH
SURYLQFLDO�RU�WHUULWRULDO�VFKHGXOH�

&DOFXODWH�WKH�DOORZDEOH�FUHGLW�IRU Alberta DV�IROORZV�

7RWDO�SROLWLFDO�FRQWULEXWLRQV�LQ�WKH�\HDU ����������������������

Allowable credit:

����RI�ILUVW������RI�WRWDO�FRQWULEXWLRQV ������������������������

����RI�QH[W������RI�WRWDO�FRQWULEXWLRQV +����������������������

��������RI�WRWDO�FRQWULEXWLRQV�RYHU����� +����������������������

7RWDO�DOORZDEOH�FUHGLW��PD[LPXP������ =��������������������

*� (QWHU�WKLV�DPRXQW�RQ�WKH�DSSURSULDWH�OLQH�RI�WKH
SURYLQFLDO�VFKHGXOH�

&DOcXODWH�WKH�DOORZDEOH�FUHGLW�IRU�Nunavut
DQG�WKH Northwest Territories�DV�IROORZV�

7RWDO�SROLWLFDO�FRQWULEXWLRQV�LQ�WKH�\HDU ����������������������

Allowable credit:

�����RI�ILUVW������RI�WRWDO�FRQWULEXWLRQV ������������������������

����RI�WRWDO�FRQWULEXWLRQV�RYHU����� +����������������������

7RWDO�DOORZDEOH�FUHGLW��PD[LPXP������ =��������������������

*� (QWHU�WKLV�DPRXQW�RQ�WKH�DSSURSULDWH�OLQH�RI�WKH
WHUULWRULDO�VFKHGXOH�

Lines 1375 and 1475 – Nunavut and
Northwest Territories risk capital investment
tax credits
You can claim the following Nunavut and Northwest
Territories (NWT) tax credits:

n Labour– sponsored venture capital (LSVC) tax credit;

n Community endorsed venture capital
corporation (CEVCC) tax credit; and

n Territorial business corporation direct investment
(TBCDI) tax credit.
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If you do not need to use the whole amount of the credit to
reduce the Nunavut or N.W.T. tax payable to zero, you can
carry any unused Nunavut or N.W.T. risk capital
investment tax credits back for three years or forward for
seven years. However, you cannot carry back these credits
to a year before 1998. If you want to carry a credit back or
forward, attach a letter to the return, telling us:

n the amount of the carryback or carryforward;

n the year(s) of the original investment; and

n the year(s) to which the credit is to be applied.

Complete the following chart to calculate this year’s credit.

/69&�FRVW�RI�VKDUHV
�PD[LPXP���������� 1

&(9&&�FRVW�RI�VKDUHV
�PD[LPXP���������� + 2

7%&',�FRVW�RI�VKDUHV
�PD[LPXP���������� + 3

Add�OLQHV���WR�� = 4

× 15%
/LQH���multiplied E\���� = 5

(QWHU�FDUU\IRUZDUG�IURP�SUHYLRXV�\HDUV + 6

/LQH���plus�OLQH�� = 7

7RWDO�FUHGLW�²�HQWHU�WKH�lesser�RI�OLQH���RU���������RQ
OLQH������RU�OLQH������

Specify the type of tax credit in the space provided at
line 1375 for the Nunavut credit, or line 1475 for the N.W.T.
credit. Attach Form T2C(NWT), Risk Capital Investment Tax
Credit, as proof of payment of the investment.

Line 1421 – Saskatchewan flat tax
If you deduct any foreign income on line 54 that is exempt
from tax because of a tax treaty or convention, subtract the
same amount from line 50, “Net income,” before you
calculate the flat tax on line 1421.

Lines 1429 to 1432 – Saskatchewan tax
credits and tax rebate
If the trust has a Saskatchewan labour-sponsored venture
capital tax credit, claim it on line 1430. Attach
Form T2C(Sask) to the return.

If the trust paid royalties or similar payments to the federal
or a provincial government for oil wells, gas wells, or
mineral resources during the taxation year, it may qualify
for the Saskatchewan royalty tax rebate. Complete and
attach Form T82, Saskatchewan Royalty Tax Rebate.  On
line 1431, enter the rebate calculated on this form.

Line 1444 – Alberta royalty tax rebate
If the trust paid royalties or similar payments to the federal
or a provincial government for oil or gas wells, bituminous
sands, oil sands, or coal deposits during the taxation year, it
may qualify for the Alberta royalty tax rebate. Complete
and attach Form T79, Alberta Royalty Tax Rebate
(Individuals). On line 1444, enter the rebate calculated on
this form.

s trustee, you have to complete a T3 slip, Statement of
Trust Income Allocations and Designations, for each

resident beneficiary, including a preferred beneficiary, to
whom the trust allocated income in the year. If you
allocated income to a non-resident beneficiary, see
”Column 2 – Non-resident,” on page 39.

This chapter provides information on how to complete the
T3 slip. This slip is available in the following two formats:

n three-copy carbon-loaded in continuous-feed; and

n single-copy for laser printers.

You can find a sample of the slip on page 55.

Note
You do not have to complete a T3 slip for a beneficiary if
the only amount allocated in the year to that beneficiary
is income less than $100. However, you have to notify
the beneficiary of the allocated amount since it still has
to be reported on the beneficiary’s return.

You have to complete a T3 Summary, Summary of Trust
Income Allocations and Designations, even if you prepare only
one T3 slip. This is the form you use to record the total of
the amounts you reported on all related slips. File only one
summary for the trust, unless it is a mutual fund trust.

See the back of the summary for information on how to
complete it. You can find a sample of the form on page 55.

Note
If you send us more than 500 slips, you may have to file
T3 slips on magnetic media. For more information, see
“Filing on magnetic media” on page 12.

Recipient identification number ▲
The recipient identification number is one of the following:

n the social insurance number (SIN), if the beneficiary is an
individual (other than a trust);

n the business number (BN), if the beneficiary is a
corporation or partnership; or

n the trust account number, if the beneficiary is a trust.

This section explains the special rules and penalties that
apply to the use of the SIN and the BN.

Trustee – Anyone who prepares an information slip has to
make a reasonable effort to get the SIN or BN from the
person or partnership who will receive the slip. Unless you
make a reasonable effort to get this information, you will be
liable to a $100 penalty each time you do not provide the
SIN or BN on the information slip. This penalty does not
apply if the person or partnership has applied for, but not
yet received, a SIN or BN when the return was filed.

Beneficiary – Persons or partnerships (other than trusts)
have to give their SIN or BN on request to anyone who has
to prepare an information slip for them.

Chapter 4 – T3 Slip and
Summary

A
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If the person or partnership does not have a SIN or BN, the
following rules apply:

n the person or partnership must apply for the number
within 15 days of your request (the SIN from any Human
Resources Centre of Canada, the BN from us); and

n once the person or partnership has received the number,
they have 15 days to give it to you.

Persons or partnerships who, for any reason, do not comply
with these requirements are liable to a penalty of $100 for
each failure to give their SIN or BN.

A beneficiary may indicate that a SIN or BN has been
applied for, but has not yet been received, or the beneficiary
may refuse to give you the number. In these cases, do not
delay completing the information slip beyond the filing
deadline. If you have not received the SIN or BN by the
time you prepare the T3 slip, enter “nil” in box 12.

If you have to prepare an information slip, you, your
employees, officers, or agents cannot knowingly use,
communicate, or allow a SIN or BN to be communicated,
other than as required or authorized by law, without the
written consent of the individual taxpayer or partnership.
Any person who does so is guilty of an offence, and liable
on summary conviction to a fine, imprisonment, or both.

For more information, see Information Circular 82-2, Social
Insurance Number Legislation That Relates to the Preparation of
Information Slips.

How to complete the T3 slip ▲
Type or print the information on the slip. Report all
amounts in Canadian dollars.

If there is a preferred beneficiary election and other income
is also allocated to the same beneficiary, complete one
T3 slip for the elected income and a separate slip for all
other allocated income.

Trust year ending – Use a four-digit number to indicate the
year, and a two-digit number to indicate the month of the
trust’s taxation year end.

Box 12 ²�5HFLSLHQW�LGHQWLILFDWLRQ�QXPEHU ▲
You have to enter the beneficiary’s social insurance
number, business number, or trust account number. If you
do not have the number, see “Recipient identification
number” on the previous page. Do not leave this box blank.

Box 14 ²�$FFRXQW�QXPEHU ▲
You have to enter the trust’s account number, if we have
assigned one. Otherwise, enter “nil.” Do not leave this box
blank.

Box 16�²�5HSRUW�FRGH ▲
Enter one of the following codes:

Code Type of slip

0 original

1 amended or cancelled

If you use code 1, see “How to amend, cancel, or issue a
duplicate T3 slip,” on page 53.

Box 18 ²�%HQHILFLDU\�FRGH ▲
You have to enter one of the following codes to identify the
type of beneficiary (do not leave this box blank):

Code Type of beneficiary

1 an individual

2 a joint beneficiary

3 a corporation

4 an association, a trust (fiduciary, trustee, nominee,
or estate), a club, or a partnership

5 a government, a government enterprise, an
international organization, a charity, a non-profit
organization or other tax-exempt entity, or a
deferred income plan that is exempt from tax

Footnotes
In some cases, you may have to enter information in the
footnote area below boxes 41 and 45 on the T3 slip. If you need
more room to include an explanation in this area, prepare a
separate statement and attach a copy to each copy of the slip.

Note
In the instructions for boxes 21, 30, and 37, we refer to
Periods 1, 2, and 3. If you prefer, you can indicate the
dates on the slip instead of the period. For Period 1,
enter “before February 28, 2000.” For Period 2, enter
”after February 27, 2000, but before October 18, 2000.”
For Period 3, enter “after October 17, 2000.”

Boxes 21 to 45
You can get the information needed to complete these
boxes from Schedule 9, Income Allocations and Designations to
Beneficiaries.

Note
If you are completing boxes 21, 30, or 37, you will need
to use the inverse of the trust’s inclusion rate. This is
because the amounts from Schedule 9 are “grossed-up”
when you report them on the beneficiary’s T3 slip. For
example, if the inclusion rate is 3/4, the inverse is 4/3. If
the inclusion rate is 2/3, the inverse is 3/2. If the
inclusion rate is 1/2, the inverse is 2/1 or 2.

Box 21 ²�&DSLWDO�JDLQV
Enter the beneficiary’s share of the amount on line 921 of
Schedule 9, multiplied by the inverse of the trust’s inclusion
rate. For details, see the Note above. To determine the
trust’s inclusion rate, see page 29.

Notes
Enter an asterisk (*) beside the amount in box 21. In the
footnote area, enter the beneficiary’s share of line 921-1A,
“Dispositions in Period 1,” of line 921-1B, “Dispositions in
Period 2,” and of line 921-1C, ”Dispositions in Period 3,”
multiplied by the inverse of the trust’s inclusion rate.

If box 21 includes capital gains from foreign property,
enter an asterisk (*) beside the amount in box 21. In the
footnote area, for each country, enter “non-business
income for foreign tax credit” and the taxable portion of
the amount included in box 21 that relates to the
disposition of foreign property.

For more information, see Line 921 on page 40.
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Box 22 ²�/XPS�VXP�SHQVLRQ�EHQHILWV ▲
Enter the beneficiary spouse’s share of the amount on
line 922 of Schedule 9.

Box 23 ²�$FWXDO�DPRXQW�RI�GLYLGHQGV ▲
Enter the beneficiary’s share of the amount on line 923 of
Schedule 9.

If the beneficiary is an individual or a trust (other than a
registered charity), see boxes 32 and 39 for further
instructions.

Box 24 ²�)RUHLJQ�EXVLQHVV�LQFRPH
Enter the beneficiary’s share of the amount on line 924 of
Schedule 9 (before withholding taxes).

Note
Enter an asterisk (*) beside the amount in box 24. In the
footnote area, identify each foreign country and the
amount of business income from each country.

Box 25 ²�)RUHLJQ�QRQ�EXVLQHVV�LQFRPH
Enter the beneficiary’s share of the amount on line 925 of
Schedule 9 (before withholding taxes).

Note
Enter an asterisk (*) beside the amount in box 25. In the
footnote area, identify each foreign country and the
amount of non-business income from each country.

Box 26 ²�2WKHU�LQFRPH ▲
Enter the beneficiary’s share of the amount on line 926 of
Schedule 9.

Include amounts such as the following in this box:

n death benefits;

n retiring allowances;

n pension income other than lump-sum pension benefits
already included in box 22;

n net rental income;

n net business, farming, and fishing income; and

n interest income.

Notes
Enter an asterisk (*) beside the amount in box 26 if it
includes any farming income from the disposition of
eligible capital property which is qualified farm
property. In the footnote area, enter “eligible capital
property – qualified farm property,” and the amount of
the beneficiary’s share from line 926-1 of Schedule 9.

Enter an asterisk (*) beside the amount in box 26 if it
includes business, farming, or fishing income from a
communal organization. In the footnote area, enter
“self-employment earnings for CPP purposes,” and
indicate the type of income – “business,” “farming,” or
“fishing” – and the amount of the beneficiary’s share
from line 926-3 of Schedule 9.

Box 30�²�&DSLWDO�JDLQV�HOLJLEOH�IRU�GHGXFWLRQ
Only personal trusts complete box 30.

Enter the beneficiary’s share of the amount on line 930 of
Schedule 9, multiplied by the inverse of the trust’s inclusion
rate. For details, see the Note in the section titled, “Boxes 21
to 45.” To determine the trust’s inclusion rate, see page 29.
Do not include farming income from the disposition of
eligible capital property identified in the footnote to box 26.

Notes
If the trust designated qualified farm property (QFP),
enter an asterisk (*) beside the amount in box 30, and in
the footnote area, enter the beneficiary’s share of
line 930-1A, “Dispositions of QFP in Period 1,” of
line 930-1B, “Dispositions of QFP in Period 2,” and of
line 930-1C, “Dispositions of QPF in Period 3,”multiplied
by the inverse of the trust’s inclusion rate.

If the trust designated qualified small business
corporation shares (QSBCS), enter an asterisk (*) beside
the amount in box 30, and in the footnote area, enter the
beneficiary’s share of line 930-2A, “Dispositions of
QSBCS in Period 1,” of line 930-2B, “Dispositions of
QSBCS in Period 2,” and of line 930-2C, “Dispositions of
QSBCS in Period 3,” multiplied by the inverse of the
trust’s inclusion rate.

For more information, see Line 930 on page 41.

Box 31�²�4XDOLI\LQJ�SHQVLRQ�LQFRPH ▲
Enter the beneficiary spouse’s share of the amount on
line 931 of Schedule 9. This amount is included in box 26.

Box 32 ²�7D[DEOH�DPRXQW�RI�GLYLGHQGV ▲
If the beneficiary is an individual or a trust (other than a
registered charity), enter the amount of dividends from
taxable Canadian corporations reported in box 23,
multiplied by 1.25.

Box 33 ²�)RUHLJQ�EXVLQHVV�LQFRPH�WD[�SDLG
Enter the beneficiary’s share of the amount on line 933 of
Schedule 9.

Note
Enter an asterisk (*) beside the amount in box 33. In the
footnote area, identify each foreign country and the
amount of foreign tax paid on business income from
each country.

Box 34 ²�)RUHLJQ�QRQ�EXVLQHVV�LQFRPH�WD[�SDLG
Enter the beneficiary’s share of the amount on line 934 of
Schedule 9.

Note
Enter an asterisk (*) beside the amount in box 34. In the
footnote area, identify each foreign country and the
amount of foreign tax paid on non-business income from
each country.

Box 35 ²�(OLJLEOH�GHDWK�EHQHILWV ▲
Enter the beneficiary’s share of the amount on line 935 of
Schedule 9. This amount is included in box 26.

For more information, see Line 935 on page 41.
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Box 36 ²�0LVFHOODQHRXV ▲
Enter the beneficiary’s share of the following amounts:

n pension income that is eligible for a transfer to an
annuity for certain minors, from line 936-1 of Schedule 9
(also included in box 26);

n a retiring allowance, which qualifies for a transfer to a
registered pension plan or registered retirement savings
plan, from line 936-2 of Schedule 9 (also included in
box 26); and

n charitable donations or gifts of a communal organization,
from line 936-3 of Schedule 9. For more information, see
Information Circular 78-5, Communal Organizations.

Note
Enter an asterisk (*) beside the amount in box 36. In the
footnote area, enter the details of the amount in the box.
If you are designating more than one type of these
amounts to one beneficiary, prepare a separate T3 slip
for each type.

Box 37 ²�,QVXUDQFH�VHJUHJDWHG�IXQG�FDSLWDO�ORVVHV
Enter the beneficiary’s share of the amount on line 937 of
Schedule 9, multiplied by the inverse of the trust’s inclusion
rate. For details, see the Note in the section titled, “Boxes 21
to 45.” To determine the trust’s inclusion rate, see page 29.

Note
If the trust designated insurance segregated fund (ISF)
capital losses, enter an asterisk (*) beside the amount in
box 37. In the footnote area, enter the beneficiary’s share
of line 937-1, “ISF losses in Period 1,” of line 937-2,
“ISF losses in Period 2,” and of line 937-3, ”ISF losses in
Period 3,” multiplied by the inverse of the trust’s
inclusion rate.

Box 38�²�3DUW�;,,���WD[�FUHGLW
Enter the beneficiary’s share of the amount on line 938 of
Schedule 9.

For more information, see Schedule 10 on page 42.

Box 39 ²�)HGHUDO�GLYLGHQG�WD[�FUHGLW ▲
If the beneficiary is an individual or a trust (other than a
registered charity), enter 13.33% of the amount in box 32.

Boxes 40 and 41 ²�,QYHVWPHQW�WD[�FUHGLW
Only a testamentary trust or a communal organization can
complete boxes 40 and 41.

If the trust made eligible expenditures in different regions,
and the investment tax credit rates differ, prepare a
separate T3 slip for each designation to beneficiaries.

Box 40�²�,QYHVWPHQW�FRVW�RU�H[SHQGLWXUHV
Enter the beneficiary’s share of the amount on line 940 of
Schedule 9.

Box 41�²�7D[�FUHGLW
Enter the beneficiary’s share of the amount on line 941 of
Schedule 9.

Note
Enter an asterisk (*) beside the amount in box 41. In the
footnote area, enter the applicable investment code from
Form T2038(IND), Investment Tax Credit (Individuals).

For further information, see Lines 940 and 941 on page 42.

Box 45 ²�2WKHU�FUHGLWV
Newfoundland research and development tax credit
Enter the beneficiary’s share of the amount on line 945 of
Schedule 9.

Note
Enter an asterisk (*) beside the amount in box 45. In the
footnote area, enter “Newfoundland R&D,” and the
amount of this credit from box 45.

Distributing the T3 slip ▲
Copy 1: Send us this copy, with the summary and return,

no later than 90 days after the end of the trust’s
taxation year. For addresses and more
information on filing requirements, see “General
Information” on page 7.

Copies 2 Send these copies to the beneficiary’s last
and 3: known address no later than 90 days after the

end of the trust’s taxation year. If you have the
information you need to complete the slips
before that deadline, we encourage you to send
them to the beneficiaries as early as possible.

Copy 4: Keep this copy with the trust records.

If you use the T3 slip for laser printers, see the instructions
on the back of the laser form.

How to amend, cancel, or issue a
duplicate T3 slip
If you find that a T3 slip includes an error before you file it,
prepare a new slip and destroy any incorrect copies, or correct the
slip and initial your changes. In either case, enter “0” in box 16.

If you find that a T3 slip includes an error after you file it, send us
a letter explaining the error along with the necessary slips, as
explained below.

Amended slips – If you have to change some of the data on
a slip, change only the required entries and leave the
original amounts in the other boxes. Print the word
“AMENDED” at the top of the revised slip, and enter “1” in
box 16. Send two copies to the beneficiary.

Cancelled slips – If you issued a slip by mistake and you
want to cancel it, send us another slip with the same data as
on the original. Print the word “CANCELLED” at the top of
the slip, and enter “1” in box 16. Send two copies of the slip
to the beneficiary.

Duplicate slips – If you issue a slip to replace one that a
client lost or destroyed, print the word “DUPLICATE” at
the top of the slip. Send two copies to the beneficiary. Do
not send us a copy of the duplicate slip.

Note
If the amended or cancelled T3 slip results in a change to the
total dollar amounts for boxes 21 to 41, you also have to send
us an amended summary. For more information, see the
instructions on the back of the T3 Summary.

Currently, we can only accept original T3 slips on magnetic
media. If you filed the original slip on magnetic media, you have
to file any amended or cancelled slips on paper.
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Appendix A – Capital Gains Charts��
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Appendix B – T3 Slip and Summary ▲
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Topic Income Tax Act reference Page
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Definitions
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Gift .......................................................................................................................... ................................................................................  5
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Trustee ....................................................................................................................... ............................................................................  6
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Topic Income Tax Act reference Page
Eligible beneficiary ................................................................................................................................................................................. 43
Employee benefit plan ................................................................6(1)(g), 6(10), 12(1)(n.1), 18(1)(o), 32.1, 104(6), 248(1) ..................  8
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nce a trust return is filed, the information on it
becomes confidential. For this reason, we follow

certain procedures before giving out information about the
trust. Information can be given only to the trustee (or other
legal representative who filed the return, such as an
executor, administrator, assignee, receiver, or liquidator) or
to an authorized representative. The authorized
representative could be an accountant, lawyer, or tax
preparer, acting for the trustee. Although beneficiaries are
entitled to information related to their personal tax
situation, they are not entitled to information from us about
the tax affairs of the trust.

Getting information in person
If you visit us, we will ask for:

n personal identification, which may be one piece of signed
identification with your picture or two pieces of signed
identification; 

n trust identification, which may be a copy of the will, trust
agreement or letters of administration, or confirmation
that a copy of one of these documents has been filed with
us. We will also accept other identification, such as a
copy of the Notice of Assessment or other information
about the contents of the trust return; and

n a business card or some other form of corporate
identification, if you are an employee of a corporate
trustee.

If your representative visits us, we will ask for the same
identification. We will also ask for evidence that you have
authorized this person to represent you.

Some of the trust’s tax information is readily available and
can be given to you as soon as we confirm that you are
entitled to it. However, a pre-arranged appointment will
ensure that the information you need will be available
when you visit.

Getting information by telephone
If you call us, we will ask:

n for your name and address, and the date you were
appointed as trustee;

n whether a copy of the will, trust agreement, or letters of
administration has been filed with us. If not filed, we will
ask for a copy or for some other form of proof that will
allow us to give you the information you need. If you have
questions about the assessment of the trust’s return, we
may also ask you for information about the return; and

n for the date that your company was appointed as trustee,
if you are an employee of a corporate trustee.

If your representative calls us, we will ask for evidence that
you have authorized this person, in addition to the
trust-related identification.

If you use a teletypewriter, you can call our toll-free,
bilingual enquiry service at 1-800-665-0354 during regular
hours of service.

Giving or cancelling an authorization
You can authorize a representative or cancel an
authorization already given by writing to us, or by sending
in a completed Form T1013, Consent Form.

The authorization, or cancellation of an authorization,
should include:

n the name, address, and account number of the trust;

n your representative’s name (only the business name of a
firm or partnership need appear, unless authorization is
to be restricted to a certain member) and telephone
number;

n the taxation year or years to which the authorization, or
cancellation of the authorization, applies; and

n your signature and title as the authorized signing person
(trustee, executor, administrator, or liquidator), your
telephone number, and the date.

You have to complete a separate written authorization or
consent form for each representative appointed or
cancelled, for a taxation year or years.

Sending information by fax
Please use facsimile service for correspondence only.
Because this service relies on the telephone network, we are
not responsible for misdirected, incomplete, or unclear
documents.

Problem Resolution Program
We are committed to providing you with service that is fair,
accurate, timely, courteous, and confidential.

The Enquiries staff of your tax services office will help you
with any tax-related questions or problems you may have.
If a problem is not resolved to your satisfaction, you can
contact a Problem Resolution Program representative at
your local tax services office. The representative will be in
touch with you right away to let you know they are
working on your concern.

Our goal under this program is to provide you with a
solution within 15 working days. If we are unable to resolve
your issue within that time (for example, if your case is
complex), we will contact you to discuss your case and let
you know when you can expect a reply.

Contacting us

O

tauvett
1-800-665-0354




