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V isual ly  impaired persons can get  our  publ icat ions in  bra i l le ,  large 
pr int ,  or  etext  (computer  d isket te) ,  or  on audiocasset te by v is i t ing our  
Web s i te  at  www.cra.gc.ca/alternate  or  by cal l ing 1-800-267-1267 
weekdays f rom 8:15 a.m. to 5:00 p.m. (Eastern Time).  

The law al lows Stat is t ics Canada to access business taxpayer 
in format ion col lected by the CRA. Stat is t ics Canada can now share 
wi th prov inc ia l  or  terr i tor ia l  s tat is t ica l  agencies,  for  research and 
analys is  purposes only ,  data concerning business act iv i t ies carr ied 
out  in  thei r  respect ive prov ince or  terr i tory.  

This  guide uses p la in language to expla in the most  common tax 
s i tuat ions.  I f  you need help af ter  you read th is  guide,  ca l l  our  
Business Enquir ies l ine at  1-800-959-5525.  

In  th is  publ icat ion,  we use the name "Canada Revenue Agency"  and 
the acronym "CRA" to represent  the Canada Customs and Revenue 
Agency.  This ref lects recent  changes in the st ructure of  the Agency.  

La vers ion f rançaise de cet te publ icat ion est  in t i tu lée T4012,  
GUIDE T2 – DÉCLARATION DE REVENUS DES SOCIÉTÉS.  
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NOTE:  In  th is  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr in t  in format ion.  

What's new 
Item numbers 
I tem numbers in  th is  guide and the T2 return have been removed.  
References to i tem numbers in  th is  guide have been replaced wi th 
references to page numbers and to the l ine number on the return i f  
appl icable.  

Accelerated tax reduction 
For 2005 and subsequent  taxat ion years,  the accelerated tax 
reduct ion is  no longer avai lable.  Consequent ly ,  any reference to th is  
reduct ion in  th is  guide has been removed.  L ine 637,  ACCELERATED TAX 
REDUCTION,  has been removed f rom the T2 corporat ion return.  
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Non-resident-owned investment corporations 
General ly ,  the last  taxat ion year  in  which a corporat ion could be a 
non-res ident-owned investment  corporat ion (NRO) was a taxat ion year  
beginning in  2002.  As t ransi t ional  re l ie f ,  a  corporat ion could e lect  to  
be t reated as an NRO in i ts  f i rs t  non-NRO year to a l low i t  to  recover  
refundable tax on d iv idends i t  pa id out  in  i ts  f i rs t  non-NRO year.  Since 
a corporat ion can no longer qual i fy  as an NRO, a l l  re ferences to 
NROs in th is  guide have been removed.  L ine 804,  ALLOWABLE REFUND 
FOR NON-RESIDENT-OWNED INVESTMENT CORPORATIONS,  has been 
removed f rom the T2 corporat ion return.  

Syncrude Remission Order 
The SYNCRUDE REMISSION ORDER expi red on December 31,  2003.  
Consequent ly ,  the remiss ion under th is  Order  is  no longer avai lable 
for  taxat ion years that  begin af ter  December 31,  2003.  References to 
th is  deduct ion wi l l  be removed next  year  f rom th is  guide.  L ine 815,  
ROYALTIES DEDUCTIBLE UNDER SYNCRUDE REMISSION ORDER and 
L ine 816,  TAX REMITTED UNDER SYNCRUDE REMISSION ORDER wi l l  a lso 
be removed next  year  f rom the T2 corporat ion return.  



–  4  –  

2005 federal,  provincial and territorial budgets 
The fo l lowing changes were announced in the 2005 federal  and 
var ious prov inc ia l / ter r i tor ia l  budgets or  in  a subsequent  leg is lat ive 
amendment.  Deta i ls  on these changes are out l ined wi th a dot ted 
l ine [ in  red]  in  th is  guide.  

Corporate surtax 
The sur tax wi l l  be e l iminated for  smal l  and medium-sized corporat ions 
as of  January 1,  2008.  See page 302 [55] .  

Capital cost allowance 
Capi ta l  cost  a l lowance rates wi l l  be bet ter  a l igned wi th the usefu l  l i fe  
of  assets.  As par t  of  th is  cont inuing rev iew,  CCA rates wi l l  be 
adjusted for  hydrocarbon t ransmiss ion p ipel ines and re lated pumping 
and compression equipment ;  combust ion turb ines generat ing 
e lect r ic i ty ;  e lect r ic i ty  t ransmiss ion and d is t r ibut ion equipment ;  and 
cables for  te lecommunicat ions in f rast ructure.  See page 166 [32] .  
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Agricultural co-operatives 
The deduct ion in  a taxat ion year  by an agr icu l tura l  co-operat ive 
corporat ion for  patronage d iv idends paid in  the form of  tax deferred 
co-operat ive shares issued af ter  2005 and before 2016 wi l l  be 
rest r ic ted to no more than 85% of  i ts  income for  that  year  at t r ibutable 
to business done wi th members.  See page 205 [38] .  

Scientif ic research and experimental development (SR&ED) 
investment tax credit 
For purposes of  th is  credi t ,  the expression " in  Canada" wi l l  inc lude 
the "exclus ive economic zone" of  Canada.  See page 209 [39] .  

Newfoundland and Labrador f i lm and video industry tax 
credit 
This credi t  is  extended and the maximum credi t  is  increased.  See 
page 393 [70] .  
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Prince Edward Island tax rate 
The lower rate of  Pr ince Edward Is land tax rate is  reduced to 6.5% 
ef fect ive Apr i l  1 ,  2005.  See page 395 [71] .  

Prince Edward Island manufacturing and processing tax 
credit 
This credi t  is  e l iminated ef fect ive Apr i l  1 ,  2005.  See page 397 [71] .  

Nova Scotia business l imit 
The Nova Scot ia business l imi t  is  increased to $350,000 ef fect ive 
Apr i l  1 ,  2005 and to $400,000 ef fect ive Apr i l  1 ,  2006.  See 
page 399 [71] .  

Nova Scotia f i lm industry tax credit 
This credi t  is  increased and extended for  an addi t ional  10 years and 
int roduces a f requent  f i lm bonus.  See page 403 [72] .  
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New Brunswick tax rate 
The lower rate of  New Brunswick income tax is  reduced to 2% 
ef fect ive July  1,  2005,  to 1.5% ef fect ive July  1,  2006,  and to 1% 
ef fect ive July  1,  2007.  See page 407 [73] .  

New Brunswick business l imit 
The New Brunswick business l imi t  is  increased to $450,000 ef fect ive 
July  1,  2005,  to $475,000 ef fect ive July  1,  2006,  and to $500,000 
ef fect ive July  1,  2007.  See page 408 [73] .  

Manitoba tax rate 
The h igher  rate of  Mani toba income tax is  reduced to 14.5% ef fect ive 
July  1,  2006,  and to 14% ef fect ive July  1,  2007.  See page 415 [74] .  

Manitoba small business deduction 
The smal l  business deduct ion rate is  changed ef fect ive January 1,  
2006 and January 1,  2007.  See page 416 [74] .  
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Manitoba manufacturing investment tax credit 
This credi t  was prev iously  cal led the Mani toba manufactur ing and 
processing tax credi t .  

Af ter  March 8,  2005,  qual i fy ing property  inc ludes used bui ld ings,  
machinery,  and equipment  made avai lable for  use in  manufactur ing or  
processing goods for  sa le or  lease.  See page 418 [74] .  

Manitoba refundable manufacturing investment tax credit 
For taxat ion years ending af ter  March 8,  2005,  20% of  the Mani toba 
manufactur ing investment  tax credi t  is  refundable.  See page 419 [75] .  

Manitoba research and development tax credit 
After  March 8,  2005,  the amount  of  the credi t  is  equal  to  20% of  
e l ig ib le expendi tures.  See page 420 [75] .  

Manitoba co-operative education tax credit 
This credi t  is  extended to December 31,  2008.  See page 421 [75] .  
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Manitoba fi lm and video production tax credit 
This credi t  is  s igni f icant ly  enhanced.  See page 425 [76] .  

British Columbia business l imit 
The Br i t ish Columbia business l imi t  is  increased to $400,000 ef fect ive 
January 1,  2005.  See page 436 [77] .  

British Columbia tax rate 
The h igher  rate of  Br i t ish Columbia income tax is  reduced to 12% 
ef fect ive July  1,  2005.  See page 436 [77] .  

British Columbia fi lm and television tax credit 
The basic  tax credi t  is  increased.  See page 448 [79] .  

British Columbia production services tax credit 
This credi t  is  increased.  See page 454 [81] .  
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British Columbia mining exploration tax credit 
This credi t  is  extended to December 31,  2016.  See page 457 [81] .  

Northwest Territories investment tax credit 
This credi t  is  re- in t roduced,  ef fect ive January 1,  2005.  See 
page 467 [83]  

Nova Scotia tax on large corporations 
Star t ing July  1,  2005,  and over  a four-year  per iod,  the large 
corporat ion tax rate for  a l l  re lated corporat ions wi th a taxable capi ta l  
o f  under $10 mi l l ion wi l l  be decreased f rom 0.6% to 0.4% and f rom 
0.3% to 0.2% i f  the taxable capi ta l  is  $10 mi l l ion or  more.  See 
page 473 [84] .  

Do you have an income tax problem? 
I f  you have a problem, you can cal l  1-800-959-5525 for  serv ice in  
Engl ish and 1-800-959-7775 for  serv ice in  French.  
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I f  your  problem is  not  resolved to your  sat is fact ion,  ca l l  the Problem 
Resolut ion Program co-ord inator  l is ted in  the government  sect ion of  
your  te lephone book.  

I f  you have an income tax problem re lat ing to a return for  a non-  
res ident  corporat ion,  ca l l  the Internat ional  Tax Serv ices Of f ice at  one 
of  the te lephone numbers l is ted under the heading "Non-res ident  
corporat ions"  on page 34 [9] .  

Your opinion counts 
We review th is  guide each year .  I f  you have any comments or  
suggest ions to help us improve our  publ icat ions,  we would l ike to hear  
f rom you.  

Please send your  comments to:  

Cl ient  Serv ices Directorate 
Canada Revenue Agency 
750 Heron Road 
Ottawa ON  K1A 0L5 
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2005 and later taxation years 
In  th is  guide,  we g ive you basic  in format ion on how to complete the 
T2 CORPORATION INCOME TAX RETURN for  2005 and later  taxat ion 
years.  

When we ment ion par ts ,  sect ions,  subsect ions,  paragraphs,  and 
subparagraphs,  we are referr ing to the INCOME TAX ACT AND 
REGULATIONS of  Canada,  unless otherwise speci f ied.  This  guide does 
not  replace the INCOME TAX ACT and i ts  regulat ions.  

We also refer  to  in format ion c i rcu lars ( ICs)  and in terpretat ion 
bul le t ins ( ITs)  that  we publ ish to g ive you informat ion that  is  more 
technical .  

Many of  our  publ icat ions,  inc luding forms,  schedules,  ICs,  and ITs are 
avai lable on our  Web s i te  at :  www.cra.gc.ca/forms  

You can a lso get  pr in ted vers ions by cal l ing 1-800-959-2221.  A table 
at  the end of  th is  guide l is ts  the forms by number.  
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Our service pledge 
The Canada Revenue Agency (CRA) wi l l  process 75% of  T2 
corporat ion income tax returns wi th in 50 days,  and 90% of  returns 
wi th in 90 days.  

Who has to f i le  a T2 return? 

Resident corporat ions 

Al l  corporat ions – inc luding non-prof i t  organizat ions,  tax-exempt 
corporat ions,  and inact ive corporat ions – have to f i le  a T2 return for  
every taxat ion year ,  even i f  there is  no tax payable.  The only 
except ion to th is  ru le is  a corporat ion that  was a regis tered char i ty  
throughout  the year .  

Non-resident corporat ions 

A non-res ident  corporat ion may be subject  to  Canadian income tax i f ,  
a t  any t ime in the year ,  one of  the fo l lowing s i tuat ions appl ies:  

• i t  carr ied on business in  Canada;  

• i t  had a taxable capi ta l  gain;  or  
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• i t  d isposed of  taxable Canadian property .  

A non-res ident  corporat ion has to f i le  a return in  a number of  
s i tuat ions,  inc luding:  

• when i t  has to pay Part  I  tax in  the current  year  or  would have to 
pay i t  except  for  a tax t reaty;  

• when i t  has made an e lect ion to pay Part  I  tax on the net  amount   
of  t imber royal ty  income or  renta l  income f rom real  property  under 
subsect ion 216(4) ;  

• when a corporat ion is  subject  to  tax under Par t  XIV (known as 
branch tax) ;  or  

• when i t  has made an e lect ion to pay Part  I  tax on the net  amount   
of  act ing serv ices under subsect ion 216.1(1) .  

This  requi rement  appl ies even i f  any prof i ts  or  gain(s)  real ized are 
c la imed by the corporat ion to be exempt f rom Canadian income tax 
due to the provis ions of  a tax t reaty.  
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The meaning of  "business"  is  def ined in  sect ion 248 and the extended 
meaning of  "carry ing on business [ in  Canada]"  is  def ined in  
sect ion 253.  

The above references to taxable capi ta l  gain do not  inc lude any gain 
resul t ing f rom the d isposi t ion of  shares that  are l is ted on a prescr ibed 
stock exchange (other  than taxable Canadian property) .  

Non-resident corporat ions claiming treaty exemption 

I f  you carr ied on a " t reaty-protected business"  in  Canada,  had a 
taxable capi ta l  gain,  or  d isposed of  a " taxable Canadian property"  that  
was " t reaty-protected property"  dur ing the year  (as def ined in  
sect ion 248) ,  you have to complete the fo l lowing l ines on your  return:  

• l ines 001 to 082 of  pages 2 to 8 [1] ;  

• l ines 164,  170,  and 171 of  pages 11,  12 and 13 [2] ;  

• l ines 280 to 289 of  pages 19 and 20 [3] ;  and 

• l ines 780 to 990,  i f  they apply,  of  pages 47 to 53 [8] .  
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For  each of  the quest ions asked at  l ines 164,  170,  and 171 on 
pages 11,  12 and 13 [2]  of  the return to which your  response is  YES,  
complete the appropr iate form or  schedule and at tach i t  to  your  
return.  In  addi t ion,  you have to complete Schedule 91,  INFORMATION 
CONCERNING CLAIMS FOR TREATY-BASED EXEMPTIONS.  

Services rendered in Canada (withholding tax)  

A non-res ident  corporat ion is  subject  to  a 15% wi thhold ing tax under 
Regulat ion 105 on any fee or  other  amount  paid to i t  for  serv ices 
rendered in  Canada ( inc luding those serv ices prov ided by employees 
of  the corporat ion or  by subcontractors) .  This  amount  is  held on 
account  of  the f ina l  tax l iab i l i ty  pending the f i l ing of  the corporat ion 
income tax return.  

However,  instead of  the wi thhold ing tax under Regulat ion 105,  a 
corporat ion re lated to a non-res ident  actor  is  subject  to  a 23% 
wi thhold ing tax under Par t  XI I I  on a l l  amounts received for  the 
prov is ion in  Canada of  the act ing serv ices of  the actor  in  a f i lm or  
v ideo product ion.  This  wi thhold ing tax represents the f ina l  tax l iab i l i ty  
for  these act ing serv ices.  The corporat ion may e lect  not  to  be taxed 
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under Part  XI I I  a t  the 23% rate by f i l ing,  for  the year ,  a return of  
income under Part  I .  

A non-res ident  corporat ion that  has received a waiver  of  th is  
wi thhold ing tax f rom the CRA st i l l  has to f i le  a return.  

Disposit ions of  taxable Canadian property (cert i f icates of  
compliance) 

General ly ,  a  non-res ident  corporat ion that  d isposes of  taxable 
Canadian property  must  not i fy  the CRA and get  a cer t i f icate of  
compl iance under sect ion 116.  For  deta i ls ,  see IC 72-17,  PROCEDURES 
CONCERNING THE DISPOSIT ION OF TAXABLE CANADIAN PROPERTY BY 
NON-RESIDENTS OF CANADA – SECTION 116.  

A non-res ident  corporat ion that  has a taxable capi ta l  gain or  d isposed 
of  taxable Canadian property ,  inc luding a corporat ion that  may have 
received a cer t i f icate of  compl iance f rom the CRA, has to f i le  a return.  
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In what format can you f i le  your return?  

Corporat ion Internet Fi l ing 

Most corporat ions can f i le  thei r  return e lect ronical ly  us ing the 
Internet .  You must  use CRA-approved sof tware that  has been cer t i f ied 
for  Corporat ion Internet  F i l ing.  For  in format ion on your  e l ig ib i l i ty ,  
avai lable sof tware,  and more,  v is i t  our  Web s i te  at :  
www.cra.gc.ca/corporat ion-internet 

You can a lso use one of  three formats to f i le  your  paper return by mai l  
or  in  person.  

Using our preprinted returns  

We pr int  two d i f ferent  returns.  

T2 Corporat ion Income Tax Return 

The T2 CORPORATION INCOME TAX RETURN has e ight  pages.  Any 
corporat ion can use i t .  
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T2 Short  return 

The T2 SHORT return is  two pages p lus a Schedule 1,  a Schedule 8,  
and a Schedule 50.  I t  is  a s impler  vers ion of  the T2 CORPORATION 
INCOME TAX RETURN.  Two categor ies of  corporat ions are e l ig ib le to 
use th is  return:  

1.  You can use th is  return i f  the corporat ion meets al l  o f  the fo l lowing 
condi t ions:  

• i t  is  a Canadian-contro l led pr ivate corporat ion (CCPC);  

• th is  year ,  i t  has e i ther  a n i l  net  income or  a loss for  income tax 
purposes;  

• i t  has a permanent  establ ishment  in  only  one prov ince or  
terr i tory (see page 375 [67]  ) ;  

• i t  is  not  c la iming any refundable tax credi ts  (other  than a refund 
of  insta lments i t  pa id) ;  and 

• i t  d id not  receive or  pay out  any taxable d iv idends.  
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2 .  You can a lso use th is  return i f  the corporat ion is  a tax-exempt 
corporat ion (such as a non-prof i t  organizat ion)  that  has a 
permanent  establ ishment  in  only  one province or  terr i tory.  

I f  the corporat ion does not  f i t  in to e i ther  of  the above categor ies,  you 
have to f i le  a regular  T2 return.   

Using T2 RSI,  Return and Schedule Information 

I f  you are f i l ing your  return in  the T2 RSI format ,  you must  use 
cer t i f ied sof tware.  We cer t i fy  sof tware to ensure that  i t  meets our  
speci f icat ions.  Only CRA-cer t i f ied sof tware generates the T2 RSI in  
an acceptable format .  

The paper qual i ty  and pr int  leg ib i l i ty  of  your  T2 RSI have to meet  our  
s tandards.  You have to pr in t  your  T2 RSI on paper that  is  as durable 
as the 32M paper we use to pr in t  our  forms.  The pr int  qual i ty  has to 
be c lear  and dark enough to read and photocopy easi ly .  As wel l ,  the 
T2 RSI has to be pr in ted on separate pages and on one s ide only .  

I f  the T2 RSI you f i le  was not  generated by sof tware that  we cer t i f ied 
or  does not  meet  our  requi rements,  we wi l l  send i t  back to you to 
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re- f i le  the return,  e i ther  in  an approved format  or  us ing our  prepr inted 
forms.  

General ly ,  in  addi t ion to the T2 RSI,  cer t i f ied sof tware produces a 
c l ient  copy of  the T2 return,  which looks l ike a CRA pre-pr inted 
T2 return.  Keep the c l ient  copy for  your  f i les and send the T2 RSI  
to  us.  

Using facsimile returns  

The T2 facs imi le return (which is  not  to  be confused wi th a c l ient 's  
copy produced by an approved T2 sof tware)  is  an exact  copy of  our  
pre-pr inted T2 return.  These returns have to meet  our  s tandards of  
format ,  leg ib i l i ty ,  and paper qual i ty .  However,  you can pr int  them on 
separate pages,  instead of  on the back and the f ront  of  each sheet .  

Reference 
IC 97-2,  CUSTOMIZED FORMS (only  avai lab le e lect ronical ly)  
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When do you have to f i le  your return? 

Fi le your  return wi th in s ix  months of  the end of  each taxat ion year .  
The taxat ion year  of  a corporat ion is  i ts  f iscal  per iod.  

When the corporat ion 's  taxat ion year  ends on the last  day of  a month,  
f i le  the return by the last  day of  the s ix th month af ter  the end of  the 
taxat ion year .  

When the last  day of  the taxat ion year  is  not  the last  day of  a month,  
f i le  the return by the same  day of  the s ix th month af ter  the end of  the 
taxat ion year .  

Examples 
Taxation year-end Fi l ing  deadline  

March 31 September 30 

June 30 December 31 

August  31 February 28 

September 23 March 23 

October 2 Apr i l  2  
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When the T2 f i l ing deadl ine fa l ls  on a Saturday,  Sunday,  or  s tatutory 
hol iday,  we wi l l  consider  the return f i led on t ime i f  you del iver ,  mai l ,  
or  t ransmit  i t  on the f i rs t  business day af ter  the f i l ing deadl ine.  

I f  you hand-del iver  the return to a tax serv ices of f ice or  tax centre,  we 
wi l l  date-stamp i t  and consider  i t  f i led on that  day.  

I f  you e i ther  mai l  the return f i rs t -c lass or  use an equivalent  del ivery 
serv ice,  we consider  the date of  the postmark when determin ing i f  the 
return was f i led on t ime.  

Penal t ies may apply i f  you f i le  the return la te.  See page 39 [10]  for  
deta i ls .  

Note 
You must  f i le  a return no la ter  than three years af ter  the end of  a 
taxat ion year  to receive a tax refund.  

Where do you f i le  your return? 

Where you f i le  your  paper return depends on where the corporat ion is  
located.  
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Resident corporat ions 

Del iver  the return to your  tax serv ices of f ice,  or  mai l  i t  to  one of  the 
fo l lowing tax centres:  

Corporat ions served by tax 
services off ices in:  Tax centre 

Bri t ish Columbia,  Yukon,  Regina  Tax Centre 
Surrey BC  V3T 5E1  

Alber ta,  Mani toba,  
Northwest  Terr i tor ies,  
Saskatoon,  London,  Windsor,  
and Thunder Bay  

Tax Centre 
Winnipeg MB  R3C 3M2  

Sudbury/Nickel  Bel t ,  
Toronto Centre,  Toronto East ,  
Toronto West ,  Toronto North,  
and Barr ie  

Tax Serv ices Of f ice/Tax Centre 
Sudbury ON  P3A 5C1  
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Corporat ions served by tax 
services off ices in:  Tax centre 

Montréal ,  Laval ,  Ot tawa,  
Sherbrooke,  Rouyn-Noranda,  
North-Eastern Ontar io,  and 
Nunavut  

Tax Centre 
Shawinigan-Sud QC  
G9N 7S6  

Québec,  Chicout imi ,  Rimouski ,  
Tro is-Riv ières,  Outaouais,  and 
Montérégie-Rive-Sud  

Tax Centre 
Jonquière QC  G7S 5J1  

Nova Scot ia,  New Brunswick,  
Newfoundland and Labrador,  
Kingston,  Peterborough,  and 
St .  Cathar ines  

Tax Centre 
St .  John's NL  A1B 3Z1 

Pr ince Edward Is land,  Bel lev i l le ,  
Hami l ton,  and 
Ki tchener/Water loo  

Tax Centre  
Summerside PE  C1N 6A2  



–  3 4  –  

Non-resident corporat ions 
The Internat ional  Tax Serv ices Of f ice in  Ot tawa assesses and 
reassesses returns that  non-res ident  corporat ions f i le .  I f  the 
corporat ion is  non-res ident ,  send the returns and re lated 
correspondence to:  

In ternat ional  Tax Serv ices Of f ice 
2204 Walk ley Road 
Ottawa ON  K1A 1A8 

I f  you have quest ions about  non-res ident  returns,  v is i t  our  Web s i te  
at :  www.cra.gc.ca/tax/nonresidents/business  or  ca l l  the 
Internat ional  Tax Serv ices Of f ice at  one of  the fo l lowing te lephone 
numbers:  

Long-dis tance f rom Canada and the 
Uni ted States 

 
1-800-561-7761,  ext  9144 

Long-dis tance f rom outs ide Canada and the Uni ted 
States 

 
(613)  954-9681*  

Fax number (613)  952-3845 

*We accept  co l lect  ca l ls .  
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Film and television production industry 

Fi lm Serv ices Uni ts  prov ide serv ices to Canadian and non-res ident  
corporat ions c la iming f i lm tax credi ts ,  and to non-res ident  
corporat ions prov id ing serv ices in  Canada in the f i lm and te lev is ion 
product ion industry .  For  more in format ion,  inc luding the locat ion and 
contact  numbers for  the Fi lm Serv ices Uni t  serv ing your  area,  see our  
Web s i te  at  www.cra.gc.ca/tax/nonresidents/f i lm/menu-e.html.  

Note 
Your return may be an e lect ion to f i le  a Canadian return under 
sect ion 216.1.  I f  so,  send your  return to the appl icable Fi lm serv ices 
uni t .  Wr i te "Actor 's  e lect ion"  at  the top of  page 1 of  the return.  

When do corporat ions pay income tax? 

Corporat ions have to pay income tax in  month ly  insta lments when the 
tota l  of  Par t  I ,  Par t  I .3 ,  Par t  VI ,  Par t  VI .1,  and Part  XI I I .1  taxes 
payable for  e i ther  the prev ious year  or  the current  year  is  more than 
$1,000.  
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The balance of  tax the corporat ion owes for  a taxat ion year  is  due 
wi th in e i ther  two or  three months of  the end of  that  taxat ion year ,  
depending on the c i rcumstances of  the corporat ion.  

In terest  and penal t ies apply to la te payments.  To be on t ime,  you 
have to make insta lment  payments and other  payments on or  before 
the due date e i ther  by mai l ing a cheque payable to the Receiver  
General  for  Canada,  or  by paying d i rect ly  through a Canadian 
f inancia l  inst i tu t ion.  You may be able to make arrangements wi th your  
f inancia l  inst i tu t ion to make your  payments e lect ronical ly .  V is i t  our  
Web s i te  at  www.cra.gc.ca/eservices/payments  or  contact  your  
f inancia l  inst i tu t ion for  more in format ion.  

We consider  the payment  to have been made on the day we receive i t ,  
and not  on the day you mai l  i t .  Your  payment  due date may fa l l  on a 
Saturday,  Sunday,  or  a s tatutory hol iday.  I f  so,  we wi l l  consider  the 
payment  as being received on t ime for  ca lculat ing insta lment  in terest  
and penal ty ,  i f  we receive the payment  on the f i rs t  business day af ter  
the due date.   
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Note 
Somet imes,  in terest  and penal t ies on la te payments can be waived 
or  cancel led.  For  more in format ion,  see the sect ion cal led "Waiv ing 
penal t ies and interest"  on page 45 [11] .  

Instalment due dates 

Insta lment  payments for  Par ts  I ,  I .3 ,  VI ,  VI .1,  and XI I I .1  tax are due 
on the last  day of  every complete month of  a corporat ion 's  taxat ion 
year .  The f i rs t  payment  is  due one month minus a day f rom the 
star t ing date of  the corporat ion 's  taxat ion year .  The rest  of  the 
payments are due on the same day of  each month that  fo l lows.  

Balance due date 

General ly ,  a l l  corporat ion taxes (wi th the except ion of  Par t  I I I  and 
Part  XI I .6)  are due two  months af ter  the end of  the taxat ion year .  
However,  the tax is  due three  months af ter  the end of  the taxat ion 
year  i f  the fo l lowing condi t ions apply:  

• the corporat ion is  a CCPC throughout  the taxat ion year ;  
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• the corporat ion c la ims the smal l  business deduct ion for  the taxat ion 
year ,  or  was a l lowed the smal l  business deduct ion in  the prev ious 
taxat ion year ;  and either  

• the corporat ion 's  taxable income for  the prev ious taxat ion year  does 
not  exceed i ts  business l imi t  for  that  taxat ion year  ( i f  the 
corporat ion is  not associated  wi th any other  corporat ion dur ing the 
taxat ion year) ;  or  

• the tota l  o f  the taxable incomes of  al l  the associated corporat ions 
for  thei r  last  taxat ion year  ending in  the prev ious calendar year  
does not  exceed the tota l  o f  thei r  business l imi ts  for  those taxat ion 
years ( i f  the corporat ion is  associated  wi th any other  corporat ion 
dur ing the taxat ion year) .  

The business l imi ts  are prov ided at  "L ine 410-Business l imi t "  on 
page 280 [51] .  For  more in format ion about  a l locat ing the business 
l imi t  among associated corporat ions,  see Schedule 23 on 
page 100 [21] .  
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Note 
For determin ing balance due dates,  the preceding year  taxable 
income of  corporat ions and associated,  subsid iary,  and predecessor  
corporat ions means taxable income before apply ing loss 
carry-backs.  

Specia l  ru les apply to determine the balance due date of  a new 
corporat ion formed af ter  an amalgamat ion or  of  a parent  corporat ion 
af ter  i t  receives the assets of  a subsid iary corporat ion that  is  
winding-up.  For  more in format ion,  v is i t  
www.cra.gc.ca/tax/business/topics/corporat ions/payments or see 
guide T7B Corp,  ca l led CORPORATION INSTALMENT GUIDE.  

References 
Sect ions 125 and 157 

Penalt ies 

What happens i f  you f i le  your return late? 

I f  you f i le  your  return la te,  a penal ty  appl ies.  The penal ty  is  5%  o f  the 
unpaid tax that  is  due on the f i l ing deadl ine,  plus 1%  o f  th is  unpaid 
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tax for  each complete month that  the return is  la te,  up to a maximum 
of  12 months.  

The corporat ion wi l l  be charged an even larger  penal ty  i f  we issued a 
demand to f i le  the return under subsect ion 150(2) ,  and i f  we assessed 
a la te- f i l ing penal ty  for  the corporat ion in  any of  the three prev ious 
taxat ion years.  The penal ty  is  10%  o f  the unpaid tax when the return 
was due,  plus 2%  o f  th is  unpaid tax for  each complete month that  the 
return is  la te,  up to a maximum of  20 months.  

References 
Subsect ions 162(1)  and 162(2)  

Non-resident corporat ions 

A non-res ident  corporat ion can be subject  to  an a l ternat ive la te- f i l ing 
penal ty  ca lculat ion equal  to  whichever  is  greater :  

• $100;  or  

• $25 mul t ip l ied by the number of  days,  not  exceeding 100,  f rom the 
day on which the return was requi red to be f i led to the day on which 
the return is  f i led.  
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This  penal ty  appl ies i f  the amount  calculated is  more than the amount  
of  penal ty  usual ly  appl ied under subsect ions 162(1)  and (2) ,  as 
d iscussed on page 39 [above] .  

Reference 
Subsect ion 162(2.1)  

Large corporat ions 

A penal ty  may apply to large corporat ions that  have gross Part  I .3   
tax,  large corporat ion tax for  the prov inces of  Nova Scot ia and New 
Brunswick,  or  Par t  VI  tax payable.  The penal ty  appl ies i f  they do not  
f i le ,  as requi red,  the fo l lowing:  

• T2 Corporat ion Income Tax Return;  

• Schedule 33,  Par t  I .3  Tax on Large Corporat ions;  

• Schedule 34,  Par t  I .3  Tax on Financia l  Inst i tu t ions;  

• Schedule 35,  Par t  I .3  Tax on Large Insurance Corporat ions;  

• Schedule 38,  Par t  VI  Tax on Capi ta l  o f  F inancia l  Inst i tu t ions;  
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• Schedule 342,  Nova Scot ia Tax on Large Corporat ions;  and 

• Schedule 361,  New Brunswick Tax on Large Corporat ions.  

The penal ty  is  0.25%  for  each complete month that  the return is  la te,  
up to a maximum of  40  months.  This  penal ty  is  ca lculated on the 
combined amount  that  is  payable under the large corporat ion 
schedules l is ted above.  This  penal ty  appl ies separate ly  for  each 
late- f i led schedule,  in  addi t ion to any other  penal ty .  

Reference 
Sect ion 235 

What happens i f  you do not report  income? 

A penal ty  wi l l  be charged i f  a  corporat ion does not  repor t  an amount  
of  income on i ts  return for  a taxat ion year ,  and i f  i t  fa i led to repor t  
income in any of  the three previous taxat ion years.  The penal ty  is  
10%  o f  the amount  of  unreported income in the year  that  is  subject  to  
the penal ty .  
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Reference 
Subsect ion 163(1)  

False statements or omissions 

A penal ty  wi l l  be charged i f  a  corporat ion,  e i ther  knowingly or  under 
c i rcumstances of  gross negl igence,  makes a fa lse statement  or  
omiss ion on a return.  The penal ty  is  the greater  of  e i ther  $100  or  50%  
o f  the amount  of  understated tax.  

Reference 
Subsect ion 163(2)  

Note 
I f  a  corporat ion is  charged a penal ty  for  making a fa lse statement  or  
omiss ion under subsect ion 163(2) ,  the corporat ion cannot  be 
charged a penal ty  on the same amount  for  fa i l ing to repor t  income 
under subsect ion 163(1) .  
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Misrepresentat ion in tax matters by a third party 

A penal ty  wi l l  be charged i f  a  person counsels or  ass is ts  another  
person in f i l ing a fa lse return or  knowingly a l lows a taxpayer to submit  
fa lse tax in format ion.   

Reference 
IC 01-1,  THIRD-PARTY CIV IL  PENALTIES 

Sect ion 163.2 

Other penalt ies 

A corporat ion can a lso be charged penal t ies for :  

• not  prov id ing in format ion on an author ized form; 

• not  f i l ing Form T106,  INFORMATION RETURN OF NON-ARM'S  LENGTH 
TRANSACTIONS WITH NON-RESIDENTS (see page 115 [23]  ) ;  

• not  f i l ing the T5013 Summary,  PARTNERSHIP  INFORMATION RETURN 
(see page 112 [23]  ) ;  
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• not  f i l ing Form T1134-A,  INFORMATION RETURN RELATING TO FOREIGN 
AFFIL IATES THAT ARE NOT CONTROLLED FOREIGN AFFIL IATES,  
Form T1134-B,  INFORMATION RETURN RELATING TO CONTROLLED 
FOREIGN AFFIL IATES,  Form T1135,  FOREIGN INCOME VERIF ICATION 
STATEMENT,  Form T1141,  INFORMATION RETURN IN  RESPECT OF 
TRANSFERS OR LOANS TO A  NON-RESIDENT TRUST,  and Form T1142,  
INFORMATION RETURN IN  RESPECT OF DISTRIBUTIONS FROM AND 
INDEBTEDNESS TO A  NON-RESIDENT TRUST (see "Foreign Property"  on 
page 118 [24]  ) ;  or  

• la te or  incomplete insta lment  payments.  

References 
Sect ions 162 and 163.1 

Waiving penalt ies and interest  

Somet imes,  la te- f i l ing penal t ies or  in terest  charges may be waived in  
s i tuat ions where the corporat ion c lear ly  does not  deserve them. The 
reason for  f i l ing la te or  not  paying an amount  when i t  is  due may be 
beyond the taxpayer 's  contro l .  The types of  s i tuat ions in  which a 
penal ty  or  in terest  charge may be waived inc lude:  
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• natura l  or  human-made d isasters,  such as f loods or  f i res;  

• civ i l  d is turbances or  d isrupt ions in  serv ices,  such as posta l  s t r ikes;  

• ser ious i l lness or  acc ident  suf fered by the person who is  
responsib le for  f i l ing the corporat ion 's  return;  and 

• the corporat ion receiv ing the wrong informat ion,  e i ther  in  a le t ter  
f rom us or  in  one of  our  publ icat ions.  

I f  the corporat ion is  in  one of  these s i tuat ions,  le t  us know about  the 
problem and t ry  to f i le  the return and pay any amount  of  tax owing as 
soon as possib le.  I f  you need an extension for  f i l ing a return because 
of  ext raord inary c i rcumstances,  or  i f  you th ink there is  a val id  reason 
for  cancel l ing a penal ty  or  in terest  charge,  send us a le t ter  expla in ing 
why i t  was impossib le for  you to f i le  the return or  make the payment  
on t ime.  

Requests to waive or  cancel  penal t ies or  in terest  made in a calendar 
year  af ter  2004 wi l l  on ly  be considered for  a taxat ion year  that  ended 
10 calendar years or  less before the calendar year  of  the request .  
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References 
Subsect ion 220(3.1)  

IC 92-2,  GUIDEL INES FOR THE CANCELLATION AND WAIVER OF INTEREST 
AND PENALTIES 

Voluntary disclosures program 

Under the Voluntary d isc losures program, you can correct  inaccurate 
in format ion or  d isc lose prev iously  omi t ted in format ion.  You wi l l  not  be 
penal ized or  prosecuted i f  you make a fu l l  d isc losure before we star t  
any enforcement  act ion or  invest igat ion against  you.  You wi l l  on ly  
have to pay the taxes owing p lus in terest .  

For  more deta i ls  get  In format ion Circular  00-1,  VOLUNTARY 
DISCLOSURES PROGRAM ( INCOME TAX ACT) ,  or  ca l l  the Voluntary 
d isc losures of f icer  in  the Appeals Div is ion of  your  tax serv ices of f ice.  
I f  you wish,  you can d iscuss your  s i tuat ion f i rs t  on a no-name or  
hypothet ica l  basis .  

Reference 
IC00-1,  VOLUNTARY DISCLOSURES PROGRAM 
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What happens after  you have f i led your return? 

After  we receive your  return,  we send i t  to  Corporat ion Serv ices of  the 
responsib le tax centre for  processing.  A l is t  o f  the tax centres can be 
found on page 31 [9] .  

When we assess the return,  we mai l  the corporat ion a NOTICE OF 
ASSESSMENT and,  i f  necessary,  an explanat ion of  any changes we 
made to the return.  

As soon as you receive the assessment  not ice,  compare i t  to  your  
copy of  the corporat ion 's  return.  Contact  us i f  you need us to c lar i fy   
or  expla in any par t  of  the assessment .  

How to authorize the release of  information to third part ies 

I f  you would l ike us to re lease deta i ls  about  any T2 return or  other  
returns to an independent  representat ive,  such as an accountant ,   
you can e i ther  send us a s igned let ter  of  author izat ion,  or  complete 
Form RC59,  BUSINESS CONSENT FORM. 

I f  you choose to wr i te  a le t ter  of  author izat ion,  speci fy  the taxat ion 
year  and the person or  people author ized to receive the in format ion.  
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To cancel  an author izat ion that  was previously  g iven,  not i fy  us in  
wr i t ing immediate ly .  

I f  you choose to use Form RC59,  you can get  i t  f rom our  Web s i te  at  
www.cra.gc.ca/forms,  or  by cal l ing 1-800-959-2221.  You can use th is  
form to g ive an author izat ion,  to  cancel  one that  you previously  
granted,  or  to  change the in format ion current ly  on f i le  wi th us.  

You have to submit  a separate author izat ion each t ime you g ive or  
cancel  a th i rd-par ty  author izat ion.   

When can we reassess your return? 

Within cer ta in t ime l imi ts ,  we can reassess your  return or  make 
addi t ional  assessments of  tax,  in terest ,  and penal t ies.  These t ime 
l imi ts  vary,  depending on the type of  corporat ion and the nature of  the 
reassessment .  
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Normal reassessment period 

We can usual ly  reassess a return for  a taxat ion year :  

• with in three  years of  the date we mai led the or ig inal  NOTICE OF 
ASSESSMENT for  the taxat ion year ,  i f  the corporat ion was a CCPC at  
the end of  the year ;  or  

• with in four  years of  the date we mai led the or ig inal  NOTICE OF 
ASSESSMENT for  the taxat ion year ,  i f  the corporat ion was not  a  
CCPC at  the end of  the year .  

Extended reassessment period 

The normal  reassessment  per iod can be extended for  an extra three 
years for  any of  the fo l lowing reasons:  

• i f  you want  to carry back a loss or  credi t  f rom a la ter  taxat ion year ;  

• when a non-arm's length t ransact ion between the corporat ion and a 
non-res ident  af fects the corporat ion 's  tax;  

• i f  the corporat ion pays an amount  or  receives a refund of  fore ign 
income or  prof i ts  tax;  
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• when a reassessment  of  another  taxpayer 's  tax for  any of  the above 
reasons af fects the corporat ion 's  tax;  

• i f  a  reassessment  of  another  taxat ion year  ( i t  must  be a pr ior  
taxat ion year  i f  the reassessment  re lates to a loss or  credi t  
carry-back)  for  any of  the above reasons af fects the corporat ion 's  
tax;  or  

• i f  the reassessment  resul ts  f rom a non-res ident  corporat ion 's  
a l locat ion of  revenue or  expenses for  the Canadian business or  
f rom a not ional  t ransact ion,  such as "branch advance,"  between the 
non-res ident  corporat ion and i ts  Canadian business.  

Unlimited reassessment period 

We can reassess a return at any t ime  i f :  

• the corporat ion has made a misrepresentat ion because of  neglect ,  
care lessness,  wi l fu l  defaul t ,  or  f raud in e i ther  f i l ing the return or  
supply ing in format ion requi red by the INCOME TAX ACT;  

• the corporat ion f i led Form T2029,  WAIVER IN  RESPECT OF THE 
NORMAL REASSESSMENT PERIOD,  wi th a tax serv ices of f ice before the 
normal  reassessment  per iod expi res;  
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• the reassessment  is  a carry-back of  losses or  cer ta in tax credi ts  
and deduct ions where a prescr ibed form request ing the amendment  
has been f i led on t ime;  or  

• a cour t  inst ructs us to reassess.  

Note 
I f  you want  to revoke a waiver  that  was previously  f i led to extend 
the normal  reassessment  per iod for  a cer ta in taxat ion year ,  f i le  
Form T652,  NOTICE OF REVOCATION OF WAIVER,  at  your  tax serv ices 
of f ice.  The revocat ion wi l l  take ef fect  s ix  months af ter  you f i le  
Form T652.  

References 
Subsect ions 152(3.1) ,  152(4) ,  and 152(4.1)  

IC 75-7,  REASSESSMENT OF A  RETURN OF INCOME 

How to request a reassessment 

Send reassessment  requests to the tax centre that  serves the 
corporat ion.  In  your  request ,  s tate the name of  the corporat ion,  the 
Business Number,  the taxat ion year ,  and any deta i ls  that  apply.  
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Inc lude any re levant  support ing in format ion,  such as rev ised f inancia l  
s tatements and schedules.  

To request  a carryback of  a loss or  tax credi t  to  a pr ior  taxat ion year ,  
f i le  whichever  of  the fo l lowing schedules apply:  

• Schedule 4,  CORPORATION LOSS CONTINUITY AND APPLICATION,  to 
request  the carryback of  a loss;  

• Schedule 21,  FEDERAL FOREIGN INCOME TAX CREDITS AND FEDERAL 
LOGGING TAX CREDIT,  to  request  a carryback to prev ious years of  
fore ign tax credi ts  on business income; 

• Schedule 31,  INVESTMENT TAX CREDIT – CORPORATIONS,  to request  
the carryback of  an investment  tax credi t ;  

• Schedule 37,  CALCULATION OF UNUSED SURTAX CREDIT,  TO REQUEST 
THE CARRYBACK OF SURTAX CREDIT ;  and.  

• Schedule 42,  CALCULATION OF UNUSED PART I  TAX CREDIT,  to  request  
the carryback of  Par t  I  tax credi t .  



–  5 4  –  

You can f i le  these schedules wi th the return on which you repor t  the 
loss or  earned the credi t ,  or  you can forward them separate ly  to the 
tax centre that  serves the corporat ion.  

Reference 
Subsect ion 152(6)  

What should you do i f  you disagree? 

You can make a formal  object ion i f  you d isagree wi th the amount  of  
tax,  in terest ,  or  penal t ies we have assessed or  reassessed.  You can 
make an object ion by f i l ing Form T400A, OBJECTION – INCOME TAX 
ACT,  or  by sending a le t ter  to  the Chief  of  Appeals at  your  tax 
serv ices of f ice or  tax centre.  In  the le t ter ,  expla in the reasons for  the 
object ion,  and out l ine a l l  the re levant  facts.  You have 90  days f rom 
the date of  the assessment  or  reassessment  to f i le  the object ion or  
send the le t ter .  

For  a large corporat ion,  the not ice of  object ion has to:  

• reasonably descr ibe each issue;  
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• speci fy  the re l ie f  you are seeking,  expressed as the amount  of  a 
change in the income, taxable income, loss,  taxes payable,  
refundable amounts,  and overpayments or  balance of  uncla imed 
out lays,  expenses,  or  other  amounts of  the corporat ion;  and 

• provide facts and reasons the corporat ion re l ied on for  each issue.  

Once we receive the object ion,  an appeals of f icer  at  the tax serv ices 
of f ice or  tax centre wi l l  impart ia l ly  rev iew the assessment  or  
reassessment  in  d ispute.  The appeals of f icer  wi l l  then contact  the 
corporat ion or  i ts  author ized representat ive to d iscuss the d i f ferences 
and to t ry  to  resolve the d ispute.  

I f  the d i f ferences in  how we interpreted or  appl ied the law are not  
resolved,  the corporat ion can then appeal  the assessment  or  
reassessment  to the Tax Court  of  Canada.  

You do not  have to pay the d isputed amount  of  tax,  in terest ,  or  
penal ty  whi le  you are wai t ing for  the outcome of  the CRA's or  the Tax 
Court  of  Canada's impart ia l  rev iew,  unless the corporat ion or  a re lated 
corporat ion is  l iab le for  tax under Par t  I .3 .  However,  once the 
object ion or  appeal  is  set t led,  normal  in terest  charges wi l l  apply to 
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any tax,  in terest ,  or  penal t ies outstanding.  In terest  charges are 
calculated f rom the balance due date.  

Reference 
Sect ion 165 

A corporat ion that  objects to an assessment  wi l l  have to pay 50%  o f  
the d isputed amount  i f  e i ther  i t  or  a re lated corporat ion was l iab le for  
the large corporat ions tax under Part  I .3  for  the year  in  d ispute.  The 
corporat ion a lso has to pay the fu l l  amount  of  taxes not  in  d ispute.  

Reference 
Subsect ion 225.1(7)  

Appeal ing loss determinations 

The object ion and appeal  process does not  usual ly  apply to loss 
amounts under d ispute,  because there is  no tax,  in terest ,  or  penal ty  
involved.  

However,  i f  a  corporat ion does not  agree wi th losses that  we have 
assessed and wants to appeal ,  i t  has to request  a loss determinat ion.  
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We of f ic ia l ly  determine the amount  of  the loss and conf i rm i t  in  wr i t ing 
by issuing Form T67AM, NOTICE OF DETERMINATION/REDETERMINATION 
OF A  LOSS.  Once the corporat ion has received th is  form, i t  can appeal  
our  loss determinat ion.  

I f  the corporat ion asks,  we wi l l  make determinat ions of  the fo l lowing 
amounts:  

• a non-capi ta l  loss;  

• a net  capi ta l  loss;  

• a restr ic ted farm loss;  

• a farm loss;  or  

• a l imi ted par tnership loss.  

Send any requests for  loss determinat ions to your  tax serv ices of f ice 
or  tax centre.  

References 
Subsect ions 152(1.1)  and 152(1.2)  

IT-512,  DETERMINATION AND REDETERMINATION OF LOSSES 
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Books and records or electronic records 

You have to keep the corporat ion 's  books and records or  e lect ronic  
records,  in  case we need to ver i fy  the income or  loss you repor ted on 
the return.  

Keep these documents,  inc luding re lated accounts and vouchers,  for  
at  least  s ix  years f rom the end of  the last  taxat ion year  to which they 
re late.  I f  you f i led a return la te,  keep books and records or  e lect ronic  
records for  s ix  years f rom the date you f i led the return.  I f  your  
corporat ion d issolves,  you have to keep books and records or  
e lect ronic  records unt i l  two years af ter  the date the corporat ion is  
d issolved.  

Permanent  records (such as d i rectors '  and shareholders '  minutes,  
share regis ter ,  general  ledger or  books of  f ina l  entry ,  and specia l  
contracts or  agreements necessary to understand entr ies in  the 
general  ledger or  other  books of  f ina l  entry)  must  be kept  for  two 
years af ter  the corporat ion 's  date of  d issolut ion.  

Do not  destroy the books and records or  e lect ronic  records any ear l ier  
unless we g ive you wr i t ten permiss ion.  
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Keep books and records,  inc luding e lect ronic  records that  re late to an 
object ion or  appeal  not ice,  unt i l  the object ion or  appeal  process is  
f in ished and the t ime for  f i l ing any appeal  has expi red.  

Keep a l l  receipts and documents that  you do not  have to f i le  wi th the 
return in  an order ly  manner,  in  case we need to see them to support   
a  c la im,  or  in  case we select  the return for  fur ther  rev iew or  audi t .  

For  more in format ion,  see guide RC4409,  KEEPING RECORDS,  which is  
avai lable only  on the Internet .  

References 
Subsect ions 230(4) ,  230(4.1) ,  230(5) ,  and 230(6)  

Regulat ion 5800 

IC 78-10,  BOOKS AND RECORDS RETENTION/DESTRUCTION 

RC4409,  KEEPING RECORDS (only  avai lab le e lect ronical ly)  
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Identif ication 
Accurate ly  complete pages 1 to 9 [1]  of  your  return,  so we can 
proper ly  ident i fy  the corporat ion and process the return more quick ly .  

Line 001 – Business Number (BN) 

The Business Number (BN) is  a 15-character  number composed of  
three par ts .  The f i rs t  n ine d ig i ts  ident i fy  your  business.  The "RC" 
ident i f ies the corporat ion income tax program. The last  four  d ig i ts  
ident i fy  the par t icu lar  program account .   

On  l ine 001,  enter  your  BN for  income tax purposes.  Enter  "0001"  
as the program account  ident i f ier  unless we have advised you to use  
a d i f ferent  one.  You wi l l  f ind the corporat ion 's  BN on prev ious 
assessment  not ices,  insta lment  receipts,  or  remi t tance forms.  

Note 
I f  you are a non-res ident  corporat ion requi r ing a BN, see guide RC2, 
THE BUSINESS NUMBER AND YOUR CANADA REVENUE AGENCY 
ACCOUNTS,  on our  Web s i te at  www.cra.gc.ca.  
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Lines 002 to 004 – Corporat ion's name 

Line 002 – Corporat ion's name 

Enter  the fu l l  name of  the corporat ion.  Do not  use abbreviat ions,  and 
make sure the punctuat ion is  correct .  

Line 003 – Has the corporat ion changed i ts name since the last  
t ime we were noti f ied? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
YES,  a lso answer l ine 004 by indicat ing YES or  NO to whether  you 
have a copy of  the ar t ic les of  amendment avai lable.  

Lines 010 to 018 – Address of  head off ice 

Line 010 – Has the address changed since the last  t ime we were 
noti f ied? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
NO,  you do not  have to complete l ines 011 to 018.  
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Lines 011 to 018 

I f  you answered YES at  l ine 010,  enter  the head of f ice address of  the 
corporat ion,  inc luding the st reet  number,  s t reet ,  c i ty ,  prov ince /  
terr i tory/s tate,  and posta l  code or  z ip code in the appropr iate area.   
I f  i t  appl ies,  complete l ine 017.  

Lines 020 to 028 – Mai l ing address 

Complete th is  area i f  the corporat ion 's  mai l ing address is  d i f ferent  
f rom i ts  head of f ice address.  

Line 020 – Has the address changed since the last  t ime we were 
noti f ied? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
NO,  you do not  need to complete l ines 021 to 028.  

Lines 021 to 028 

Enter  the mai l ing address of  the corporat ion by complet ing l ines 021 
to 028.  I f  i t  appl ies,  complete l ine 027.  
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I f  the corporat ion mai l ing address changes,  le t  the responsib le tax 
centre know in wr i t ing as soon as possib le.  

Lines 030 to 038 – Location of  books and records 

Line 030 – Has the location of  books and records changed since 
the last  t ime we were noti f ied? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
NO,  you do not  need to complete l ines 031 to 038.  

I f  th is  is  your  f i rst  year  o f  f i l ing af ter  incorporat ion or  amalgamat ion,  
you must  t ick YES and complete l ines 031 to 038.  

Lines 031 to 038 

Enter  the address of  the locat ion where the corporat ion keeps i ts  
books and records by complet ing l ines 031 to 038.  I f  i t  appl ies,  
complete l ine 037.  



–  6 6  –  

Lines 040 and 043 – Type of  corporat ion at  the end of  the taxation 
year 

Line 040 

Tick the box that  descr ibes the corporat ion type at the end of  the 
taxat ion year.  The corporat ion type determines whether  or  not  the 
corporat ion is  ent i t led to cer ta in rates and deduct ions.  See the 
fo l lowing for  deta i ls .  

Reference 
IT-391,  STATUS OF CORPORATIONS 

Box 1 – Canadian-control led private corporat ion (CCPC) 

Tick th is  box i f  the corporat ion meets al l  o f  the fo l lowing requi rements 
at  the end of  the taxat ion year :  

• i t  is  a pr ivate corporat ion;  

• i t  is  a corporat ion that  was res ident  in  Canada and was e i ther  
incorporated in  Canada or  res ident  in  Canada f rom June 18,  1971,  
to the end of  the taxat ion year ;  



–  6 7  –  

• i t  is  not  contro l led d i rect ly  or  ind i rect ly  by one or  more non-res ident  
persons;  

• i t  is  not  contro l led d i rect ly  or  ind i rect ly  by one or  more publ ic  
corporat ions (other  than a prescr ibed venture capi ta l  corporat ion,  
as def ined in  Regulat ion 6700);   

• i t  is  not  contro l led by a Canadian res ident  corporat ion that  l is ts  i ts  
shares on a prescr ibed stock exchange outs ide of  Canada;  

• i t  is  not  contro l led d i rect ly  or  ind i rect ly  by any combinat ion of  
persons descr ibed in  the three preceding condi t ions;  

• i f  a l l  o f  i ts  shares that  are owned by a non-res ident  person,  by a 
publ ic  corporat ion (other  than a prescr ibed venture capi ta l  
corporat ion) ,  or  by a corporat ion wi th a c lass of  shares l is ted on a 
prescr ibed stock exchange,  were owned by one person,  that  person 
would not  own suf f ic ient  shares to contro l  the corporat ion;  and 

• no c lass of  i ts  shares of  capi ta l  s tock is  l is ted on a prescr ibed stock 
exchange.  
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References 
Subsect ions 89(1)  and 125(7)  

IT-458,  CANADIAN-CONTROLLED PRIVATE CORPORATION 

Box 2 – Other private corporat ion 

Tick th is  box i f  the corporat ion meets al l  o f  the fo l lowing requi rements 
at  the end of  the taxat ion year :  

• i t  is  res ident  in  Canada;  

• i t  is  not  a publ ic  corporat ion;  

• i t  is  not  contro l led by one or  more publ ic  corporat ions (other  than a 
prescr ibed venture capi ta l  corporat ion,  as def ined in  
Regulat ion 6700);  

• i t  is  not  contro l led by one or  more prescr ibed federal  Crown 
corporat ions (as def ined in  Regulat ion 7100);  and 

• i t  is  not  contro l led by any combinat ion of  corporat ions descr ibed in  
the two preceding condi t ions.  
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References 
Subsect ion 89(1)  

Regulat ions 6700 and 7100 

Box 3 – Public corporat ion 

Tick th is  box i f  the corporat ion is  res ident  in  Canada and meets e i ther  
of  the fo l lowing requi rements at  the end of  the taxat ion year :  

• i t  has a c lass of  shares l is ted on a prescr ibed Canadian stock 
exchange;  or  

• i t  has e lected,  or  the Min is ter  of  Nat ional  Revenue has designated 
i t ,  to  be a publ ic  corporat ion and the corporat ion has compl ied wi th 
prescr ibed condi t ions under Regulat ion 4800(1)  on the number of  
i ts  shareholders,  the d ispers ing of  the ownership of  i ts  shares,  the 
publ ic  t rading of  i ts  shares,  and the s ize of  the corporat ion.  

I f  a  publ ic  corporat ion has compl ied wi th cer ta in prescr ibed condi t ions 
under Regulat ion 4800(2) ,  i t  can e lect ,  or  the Min is ter  of  Nat ional  
Revenue can designate i t ,  not  to  be a publ ic  corporat ion.  
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References 
Subsect ion 89(1)  

Regulat ion 3200 

Regulat ions 4800(1)  and 4800(2)  

Box 4 – Corporat ion control led by a publ ic corporat ion 

Tick th is  box i f  the corporat ion is  a Canadian subsid iary of  a publ ic  
corporat ion.  This  type of  corporat ion does not  qual i fy  as a publ ic  
corporat ion for  determin ing the type of  corporat ion.  

Box 5 – Other corporat ion 

Tick th is  box i f  the corporat ion does not  fa l l  wi th in the other  
categor ies.  Examples of  other  corporat ions inc lude general  insurers 
and Crown corporat ions.  
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Line 043 – I f  the type of  corporat ion changed during the taxation 
year,  provide the effect ive date of  the change 

Ind icate the ef fect ive date of  the change.  Do not  inc lude other  types 
of  changes in th is  sect ion,  such as the change f rom act ive to inact ive 
status.  

A change of  corporat ion type may br ing s igni f icant  tax consequences.  
For  example,  cer ta in calculat ions on the return depend on whether  the 
corporat ion was a pr ivate corporat ion or  a CCPC throughout  the 
taxat ion year ,  at  any t ime in the taxat ion year ,  or  at  the end of  the 
taxat ion year .  

Lines 060 to 065 – To which taxation year does this return apply? 

Lines 060 and 061 – Taxation year start  and taxation year-end 

In  the spaces provided,  enter  the f i rs t  and last  days of  the taxat ion 
year .  I f  the par t icu lar  t ime of  day appl ies,  enter  the hours and minutes 
to speci fy  the t ime.  The corporat ion 's  taxat ion year  is  i ts  f iscal  per iod.  
A f iscal  per iod cannot  be longer than 53 weeks (371 days) .  The 
taxat ion year  of  a new  corporat ion cannot  be longer than 53 weeks 
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f rom the date i t  was e i ther  incorporated or  formed as a resul t  o f  an 
amalgamat ion.  

The f i rs t  day of  th is  taxat ion year  has to be the day af ter  the last  day 
of  the preceding taxat ion year .  Make sure the f inancia l  s tatements or  
the GENERAL INDEX OF FINANCIAL  INFORMATION (GIFI)  you at tach to the 
return match the taxat ion year  of  the return.  

Note 
A professional  corporat ion that  is  a member of  a par tnership and 
that  carr ies on business in  Canada has to have a December 31 
year-end.  

General ly ,  unless you have received approval  to  change the f iscal  
per iod,  the corporat ion 's  f iscal  per iod is  the same f rom year to year .  
To change an establ ished f iscal  per iod,  wr i te  a le t ter  to  your  tax 
serv ices of f ice asking for  approval  and expla in ing the reasons for  the 
change.  

However,  you do not  need approval  to  change the f iscal  per iod in  
some s i tuat ions,  inc luding the fo l lowing:  
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• the corporat ion has wound-up and you are f i l ing i ts  f ina l  return wi th 
an abbreviated f iscal  per iod;  

• the corporat ion has to end i ts  taxat ion year  at  a cer ta in t ime 
because i t  is  emigrat ing to another  country,  becoming exempt f rom 
tax,  or  ceasing to be exempt f rom tax;  or  

• a person or  group of  persons acquired contro l  o f  the corporat ion 
under subsect ion 249(4) .  

Note 
A corporat ion that  becomes bankrupt  must  get  our  approval  to  
change i ts  f iscal  per iod.  

References 
IT-179,  CHANGE OF FISCAL PERIOD 

IT-364,  COMMENCEMENT OF BUSINESS OPERATIONS 

IT-454,  BUSINESS TRANSACTIONS PRIOR TO INCORPORATION  
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Lines 063 and 065 – Has there been an acquisit ion of  control  to 
which subsection 249(4)  appl ies since the previous taxation year? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
YES,  enter  on l ine 065  the date the contro l  was acquired.  

There is  an acquis i t ion of  contro l  when,  dur ing the taxat ion year ,  a 
person or  group of  persons acquired contro l  o f  the corporat ion.  

When contro l  is  acqui red,  subsect ion 249(4)  prov ides that  the taxat ion 
year  of  the corporat ion ends immediate ly  before that  contro l  is  
acqui red.  You do not  need the Min is ter 's  approval  for  the changed 
taxat ion year .  

F i le  a return for  the taxat ion year  that  ends immediate ly  before contro l  
is  acquired.  The next  taxat ion year  s tar ts  at  the t ime contro l  is  
acqui red,  and the corporat ion can choose any taxat ion year-end wi th in 
the next  53 weeks.  

I f  contro l  is  acqui red up to seven days af ter  the end of  an establ ished 
taxat ion year ,  general ly ,  a  corporat ion can choose to extend the 
taxat ion year  up to the t ime contro l  is  acquired.  In  th is  case,  at tach a 
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le t ter  to  your  return that  says you are making an e lect ion under 
paragraph 249(4)(c) .  

Note 
The acquis i t ion of  contro l  o f  a corporat ion is  usual ly  considered to 
occur  at  the beginning of  the day on which the acquis i t ion takes 
p lace.  However,  the par t icu lar  t ime of  day that  the acquis i t ion of  
contro l  took p lace wi l l  be recognized i f  the corporat ion makes an 
e lect ion under subsect ion 256(9) .  To e lect  under subsect ion 256(9) ,  
inc lude a note wi th the return for  the taxat ion year  ending 
immediate ly  before contro l  was acquired and enter  the hours and 
minutes that  speci fy  the t ime of  day at  l ine 065.  

Line 067 – Is the corporat ion a professional  corporat ion that  is a 
member of  a partnership? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  

A professional  corporat ion is  a corporat ion that  carr ies on the 
professional  pract ice of  an accountant ,  dent is t ,  lawyer,  medical  
doctor ,  veter inar ian,  or  ch i ropractor .  
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Line 070 – Is this the f irst  year of  f i l ing after  incorporat ion? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
YES,  you have to f i le  Schedule 24,  F IRST TIME FILER AFTER 
INCORPORATION,  AMALGAMATION,  OR WINDING-UP OF A  SUBSID IARY INTO  
A  PARENT,  wi th your  return.  I f  you do not  f i le  Schedule 24,  the 
processing of  your  return may be delayed.  

See chapters 2 and 3 for  other  schedules you may have to at tach to 
your  return.  

Note 
The taxat ion year  of  a new corporat ion cannot  be longer than 
53 weeks f rom the date i t  was incorporated.  

I f  th is  is  your  f i rst  year  o f  f i l ing af ter  incorporat ion,  you must  t ick YES 
at  l ine 030 and complete l ines 031 to 038.  

Line 071 – Is this the f irst  year of  f i l ing after  amalgamation? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
YES,  you have to f i le  Schedule 24,  F IRST TIME FILER AFTER 
INCORPORATION,  AMALGAMATION,  OR WINDING-UP OF A  SUBSID IARY INTO  
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A  PARENT,  wi th your  return.  I f  you do not  f i le  Schedule 24,  the 
processing of  your  return may be delayed.  

Note 
The taxat ion year  of  a new corporat ion cannot  be longer than 
53 weeks f rom the date i t  was amalgamated.  

I f  th is  is  your  f i rst  year  o f  f i l ing af ter  amalgamat ion,  you must  t ick 
YES at  l ine 030 and complete l ines 031 to 038.  

Line 072 – Has there been a wind-up of  a subsidiary under 
section 88 during the current taxat ion year? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer 
YES,  you have to f i le  Schedule 24,  F IRST TIME FILER AFTER 
INCORPORATION,  AMALGAMATION,  OR WINDING-UP OF A  SUBSID IARY INTO A  
PARENT,  wi th your  return.  I f  you do not  f i le  Schedule 24,  the 
processing of  your  return may be delayed.   

Reference 
IT-126,  MEANING OF "WINDING-UP" 
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Line 076 – Is this the f inal  taxat ion year before amalgamation? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  

Predecessor  corporat ions f i l ing thei r  last  returns have to answer YES 
to th is  quest ion on thei r  f ina l  returns.  

When two or  more corporat ions amalgamate,  each of  the predecessor  
corporat ions has to f i le  a return for  the per iod ending immediately 
before  the ef fect ive date of  amalgamat ion.  You wi l l  f ind the ef fect ive 
date on the cer t i f icate of  amalgamat ion or  the le t ters patent  of  
amalgamat ion.  

Note 
We cannot  accept  returns f i led for  the per iod up to the adopt ive date 
of  amalgamat ion,  or  the date of  the shareholders '  resolut ion.  

Line 078 – Is this the f inal  return up to dissolut ion? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  

You have to answer YES i f  you are f i l ing your  f ina l  return for  a 
taxat ion year  ending on the date of  d issolut ion.  
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The responsib le representat ive has to get  a c learance cer t i f icate f rom 
the tax serv ices of f ice before d is t r ibut ing any of  the corporat ion 's  
property  under h is  or  her  contro l .  By get t ing the cer t i f icate,  the 
responsib le representat ive wi l l  avoid being personal ly  l iab le for  the 
unpaid taxes,  in terest ,  and penal t ies.  Inc lude Schedule 100,  BALANCE 
SHEET INFORMATION,  wi th the f ina l  return,  which shows how the assets 
were d is t r ibuted.  

Notes 
I f  you want  to permanent ly  d issolve your  corporat ion,  you should 
send us your  f ina l  return.  You should a lso send the ar t ic les of  
d issolut ion or  an appl icat ion for  d issolut ion to the government  body 
that  governs the af fa i rs  of  your  corporat ion.  Otherwise,  we wi l l  
consider  the company st i l l  ex is ts ,  and i t  wi l l  have to f i le  a return 
even i f  there is  no tax payable.  

I f  you in tend to d issolve the corporat ion,  you should ensure that  the 
corporat ion has received a l l  appl icable refunds.  Once a corporat ion 
is  d issolved,  any refunds rever t  to  the prov inc ia l ,  ter r i tor ia l ,  or  
federal  Crown and cannot  be issued to the corporat ion or  i ts  
representat ives.  
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References 
Subsect ion 159(2)  

IC 82-6,  CLEARANCE CERTIF ICATE 

Lines 080 to 082 – Is the corporat ion a resident of  Canada? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  

I f  you answer  NO,  g ive the country of  res idence on l ine 081 and f i le  
Schedule 97,  ADDIT IONAL INFORMATION ON NON-RESIDENT 
CORPORATIONS IN  CANADA.  Non-res ident  corporat ions have to mai l  
the i r  returns to the Internat ional  Tax Serv ices Of f ice.  See page 34 [9]  
for  the address and te lephone and fax numbers.  

Line 082 – Is the non-resident corporat ion claiming an exemption 
under an income tax treaty? 

To answer th is  quest ion,  t ick e i ther  the YES or  NO box.  I f  you answer  
YES,  f i le  Schedule 91,  INFORMATION CONCERNING CLAIMS FOR 
TREATY-BASED EXEMPTIONS.  
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For  more in format ion about  the f i l ing obl igat ions of  non-res ident  
corporat ions,  see page 21 [7]  

Line 085 – I f  the corporat ion is exempt from tax under section 149  

I f  the corporat ion is  exempt f rom tax under sect ion 149,  you have to 
t ick one of  the boxes fo l lowing th is  l ine.   

These corporat ions,  which inc lude non-prof i t  organizat ions,  do not  
usual ly  have to pay any corporate income tax because they are 
exempted by one of  the fo l lowing paragraphs.  

Box 1 – Exempt under paragraph 149(1)(e)  or  ( l )  

Tick th is  box i f  one of  the two fo l lowing paragraphs appl ies:  

• Paragraph 149(1)(e)  exempts the fo l lowing types of  organizat ions,  
as long as no par t  of  the income of  these organizat ions was 
payable or  otherwise avai lab le for  the personal  benef i t  o f  
propr ietors,  members,  or  shareholders:  

–  agr icu l tura l  organizat ions;  

–  boards of  t rade;  and 
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–  chambers of  commerce.  

• Paragraph 149(1)( l )  exempts a c lub,  society,  or  associat ion that  is  
not  a char i ty  and that  is  organized and operated sole ly  for :  

–  socia l  wel fare;  

–  civ ic  improvement ;  

–  pleasure or  recreat ion;  or  

–  any purpose other  than prof i t .  

No par t  of  these organizat ions '  income can be payable to,  or  
otherwise avai lable for  the personal  benef i t  o f ,  any propr ietor ,  
member,  or  shareholder ,  unless the propr ietor ,  member,  or  
shareholder  was a c lub,  society ,  or  associat ion that  promotes amateur  
ath let ics in  Canada.  

You may have to f i le  Form T1044,  NON-PROFIT  ORGANIZATION (NPO) 
INFORMATION RETURN,  i f  the organizat ion meets the def in i t ion in  
paragraph 149(1)(e)  or  149(1)( l )  and i f  one of  the fo l lowing condi t ions 
appl ies:  
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• the organizat ion received or  was ent i t led to receive taxable 
d iv idends,  in terest ,  renta ls ,  or  royal t ies in  the taxat ion year  
tota l l ing more than $10,000;  

• the organizat ion 's  tota l  assets were more than $200,000 at  the end 
of  the immediate ly  preceding taxat ion year ;  or  the organizat ion had 
to f i le  Form T1044 for  a preceding f iscal  year .  

I f  you have to f i le  an in format ion return for  any taxat ion year ,  you wi l l  
have to f i le  a return for  a l l  fu ture taxat ion years.  Form T1044 has to 
be f i led in  the s ix  months fo l lowing the end of  the f iscal  per iod.  See 
the T4117,  ca l led INCOME TAX GUIDE TO THE NON-PROFIT  ORGANIZATION 
(NPO) INFORMATION RETURN. 

References 
Subsect ion 149(12)  

Guide T4117,  INCOME TAX GUIDE TO THE NON-PROFIT  ORGANIZATION 
(NPO) INFORMATION RETURN 

IT-83,  NON-PROFIT  ORGANIZATIONS – TAXATION OF INCOME FROM 
PROPERTY 

IT-496,  NON-PROFIT  ORGANIZATIONS 
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Box 2 – Exempt under paragraph 149(1)( j )  

Tick th is  box i f  paragraph 149(1)( j )  appl ies.  Paragraph 149(1)( j )  
exempts a non-prof i t  corporat ion for  sc ient i f ic  research and 
exper imenta l  development  (SR&ED),  i f  i t  meets a l l  the fo l lowing 
condi t ions:  

• the corporat ion is  const i tu ted exclus ive ly  for  carry ing on or  
promot ing SR&ED; 

• no par t  of  the corporat ion 's  income is  payable to or  otherwise 
avai lable for  the personal  benef i t  o f  any propr ietor ,  member,  or  
shareholder ;  

• the corporat ion d id not  acqui re contro l  o f  any other  corporat ion;  

• the corporat ion d id not  carry on any business dur ing the per iod for  
which exempt ion is  c la imed;  and 

• the corporat ion must ,  in  each per iod for  which i t  c la ims exempt ion,  
have spent  amounts in  Canada that  are e i ther :  

–  expendi tures on SR&ED development  d i rect ly  undertaken by i t  or  
on i ts  behal f ;  or  
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–  payments to an associat ion,  univers i ty ,  co l lege,  or  research 
inst i tu t ion to be used for  SR&ED. 

Box 3 – Exempt under 149(1)( t )  

Tick th is  box i f  paragraph 149(1)( t )  appl ies.  Paragraph 149(1)( t )  
exempts cer ta in insurers who receive at  least  20% of  thei r  premiums 
f rom insur ing res idences of  farmers or  f ishers,  farm property ,  or  
proper ty  used in f ish ing.  

Box 4 – Exempt under other paragraphs of  sect ion 149 

Tick th is  box i f  the corporat ion is  exempt under any other  paragraph 
of  sect ion 149.  

In  th is  case,  the corporat ion has to at tach to the return a l l  re levant  
in format ion on th is  exempt ion and speci fy  under which paragraph i t  is  
exempt.  
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Attachments 
On pages 10 to 19 [2 and 3]  of  the return,  we l is t  the most  common 
schedules you may have to at tach to your  return.  I f  you respond "Yes" 
to any of  the quest ions on these pages,  at tach to your  T2 return the 
schedule that  appl ies.  

Financial  statements or General  Index of  Financial  Information 
(GIFI)  for  Corporat ions 

Each corporat ion should inc lude complete f inancia l  s tatement  
in format ion for  the taxat ion year  of  the return us ing the GENERAL 
INDEX OF FINANCIAL  INFORMATION (GIFI) .  

Note 
Certa in non-res ident  corporat ions do not  have to f i le  us ing GIFI .  For  
more in format ion,  see guide RC4088,  ca l led GUIDE TO THE GENERAL 
INDEX OF FINANCIAL  INFORMATION (GIFI)  for  Corporat ions.  



–  9 1  –  

GIFI  schedules inc lude:  

• Schedule 100,  BALANCE SHEET INFORMATION;  

• Schedule 125,  INCOME STATEMENT INFORMATION,  and,  i f  necessary,  
Schedule 140,  SUMMARY INCOME STATEMENT;  and 

• Schedule 141,  NOTES CHECKLIST.  Schedule 141 is  a set  of  quest ions 
designed to determine who prepared the f inancia l  s tatements and 
the extent  of  thei r  involvement ,  and to ident i fy  the type of  
in format ion conta ined in the notes to the f inancia l  s tatements.  

Note 
Inc lude any notes to the f inancia l  s tatements and the audi tor  or  
accountant 's  repor t ,  i f  they were prepared.  You should inc lude th is  
in format ion even i f  you are f i l ing your  return in  the T2 RSI format .  
For  more in format ion,  see "Using T2 RSI,  RETURN AND SCHEDULE 
INFORMATION,"  on page 28 [8] .  

When prepar ing the f i rs t  return for  a new corporat ion,  at tach a l l  o f  the 
fo l lowing documents:  

• Schedule 101,  OPENING BALANCE SHEET INFORMATION;  



–  9 2  –  

• copies of  a l l  re levant  agreements or  the fu l l  deta i ls  on shares 
issued for  anyth ing other  than cash considerat ion,  i f  they apply;  
and,   

• i f  i t  appl ies,  the c los ing balance sheet  of  the propr ietorship,  
par tnership,  or  corporat ion i f  the new corporat ion acquired the 
assets or  business,  or  assumed the l iab i l i t ies of  a former 
propr ietorship,  par tnership,  or  corporat ion.  

I f  the corporat ion has been inact ive dur ing the taxat ion year ,  the 
return should inc lude Schedule 100 showing the corporat ion 's  
f inancia l  posi t ion at  the end of  the taxat ion year .  

The GIFI  schedules on page 91 [above]  are to be completed wi th 
in format ion f rom the corporat ion 's  f inancia l  s tatements.  These 
schedules are la id out  wi th a "column A" where the appropr iate GIFI  
code is  entered,  and a "column B" where the corresponding dol lar  
amount  is  entered.   

The GIFI  is  inc luded in a l l  tax preparat ion sof tware packages cer t i f ied 
by the CRA and in most  account ing sof tware.  
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For  more in format ion on the GIFI ,  get  RC4088,  GUIDE TO THE GENERAL 
INDEX OF FINANCIAL  INFORMATION (GIFI)  FOR CORPORATIONS.  

We have organized the remain ing schedules in to two categor ies:  

• information schedules,  inc luding general  in format ion schedules 
and those re lat ing to t ransact ions wi th non-res idents;  and 

• calculat ion schedules,  inc luding schedules used to calculate net  
income, taxable income, deduct ions,  taxes,  and credi ts .  

We pr int  most  of  the schedules,  and we provide a complete l is t  a t  the 
end of  th is  guide.  You can get  them by cal l ing 1-800-959-2221.  Most  
of  these schedules are a lso avai lable on our  Web s i te  at  
www.cra.gc.ca/forms.  For  the schedules we do not  pr in t ,  assemble 
the requested in format ion and label  i t  wi th the schedule number in  the 
top r ight-hand corner  of  each page.  

Information schedules and forms 
The fo l lowing sect ion descr ibes the var ious general  in format ion 
schedules and forms you may have to complete.  However,  before  
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we descr ibe these schedules and forms,  you should understand 
associated  s tatus of  a corporat ion.  

When is a corporat ion associated? 

Associat ion is  based on contro l .  Contro l  can be exer ted e i ther  
direct ly or indirect ly in any manner.  A person or  a group of  persons 
can contro l  a  corporat ion.  Keep in mind that ,  in  th is  context ,  a  person  
can be e i ther  an indiv idual  or  a corporat ion.  

Contro l  inc ludes both DE JURE contro l  and DE FACTO contro l .  DE JURE 
control  is  the r ight  of  contro l  that  depends on a person owning 
enough shares of  a corporat ion to g ive that  person a major i ty  of  the 
vot ing power.  DE FACTO control  occurs when a corporat ion is  subject  
to  any d i rect  or  ind i rect  in f luencing that ,  i f  exerc ised,  would resul t  in  
actual  contro l  being exer ted.  

In  general ,  a  corporat ion is  associated wi th another  corporat ion i f  i t  
meets one  o f  the fo l lowing f ive condi t ions at  any t ime in the taxat ion 
year .  Remember that  control led  means d i rect ly  or  ind i rect ly  in  any 
manner.  
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Condit ion 1 

The corporat ions are associated i f  one corporat ion contro ls  the other .  

Example 
X Co.  L imi ted owns 100% of  the vot ing shares of  Y Co.  L imi ted,  
which in  turn owns 51% of  the vot ing shares of  Z Co.  Inc.  

X Co.  L imi ted is  associated wi th Y Co.  L imi ted,  because i t  exer ts  
d i rect  contro l  over  i t .  

X Co.  L imi ted is  associated wi th Z Co.  Inc. ,  because i t  exer ts  
ind i rect  contro l  over  i t .  

Condit ion 2 

The corporat ions are associated i f  both corporat ions are contro l led by 
the same person or  group of  persons.  

Corporat ions may be associated because the same group of  persons 
contro ls  both corporat ions,  but  the members of  th is  group do not  act  
together  and have no other  connect ion to each other .   
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For  taxat ion years ending af ter  March 22,  2004,  CCPCs that  are 
associated only  because of  th is  def in i t ion of  a group wi l l  not  be 
considered associated when:  

• calculat ing the refundable Investment  Tax Credi t  on e l ig ib le SR&ED 
expendi tures;  

• calculat ing the expendi ture l imi t ;  and 

• al locat ing the expendi ture l imi t .   

For  th is  except ion to apply,  one of  the corporat ions must  have at  least  
one shareholder  who is  not  common to both corporat ions.  

The corporat ions wi l l  cont inue to be associated for  a l l  o ther  purposes 
of  the INCOME TAX ACT.  

Example 
Bob owns 40% of  the vot ing shares of  ABC Company Ltd.  and 30% 
of  the vot ing shares of  XYZ Limi ted.  Ike owns 20% of  the vot ing 
shares of  ABC Company Ltd.  and 40% of  the vot ing shares of  
XYZ Limi ted.  
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As a group,  Bob and Ike contro l  both companies.  ABC Company Ltd.  
and XYZ Limi ted are associated.  

Condit ion 3 

The corporat ions are associated i f :  

• each corporat ion is  contro l led by one person;  

• that  person is  re lated to the person contro l l ing the other  
corporat ion;  and 

• one of  those persons owns at  least  25% of  the issued shares of  any 
c lass,  other  than shares of  a speci f ied c lass,  of  the capi ta l  s tock of  
each corporat ion.  

Example 
AB Co.  owns 100% of  the issued share capi ta l  o f  CD Co.  I t  a lso 
owns 25% of  the Class A shares (other  than shares of  a speci f ied 
c lass)  of  XY Co.  AB Co.  is  re lated to XY Co. 's  contro l l ing 
shareholder ,  Bi l ly .  (AB Co.  is  re lated to Bi l ly  because Bi l ly 's  brother  
contro ls  that  corporat ion.)  

CD Co.  and XY Co.  are associated.  
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Condit ion 4 

The corporat ions are associated i f :  

• one corporat ion is  contro l led by one person;  

• that  person is  re lated to each member of  a group of  persons who 
contro ls  the other  corporat ion;  and 

• that  person owns at  least  25% of  the issued shares of  any c lass,  
other  than shares of  a speci f ied c lass,  of  the capi ta l  s tock of  the 
other  corporat ion.  

Example 
Buddy contro ls  AY Limi ted.  His two daughters contro l  AZ Inc.  Buddy 
a lso owns 50% of  the Class A preferred shares of  AZ Inc.  

AY Limi ted and AZ Inc.  are associated.  

Condit ion 5 

The corporat ions are associated i f :  

• each corporat ion is  contro l led by a re lated group;  
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• each of  the members of  one of  the re lated groups is  re lated to a l l  
members of  the other  re lated group;  and 

• one or  more persons who are members of  both re lated groups,  
e i ther  a lone or  together ,  own at  least  25% of  the issued shares of  
any c lass,  other  than shares of  a speci f ied c lass,  of  the capi ta l  
s tock of  each corporat ion.  

Example 
Anne and her  two daughters contro l  One Co.  Anne and her  two sons 
contro l  Two Co.  Anne owns 33% of  the common shares in  each 
corporat ion.  

One Co.  and Two Co.  are associated.  

References 
Subsect ions 256(1) ,  256(1.1) ,  and 256(5.1)  

Sect ion 251 

IT-64,  CORPORATIONS:  ASSOCIAT ION AND CONTROL  
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Schedule 9,  Related and Associated Corporat ions  

Complete Schedule 9 i f  the corporat ion is  re lated to or  associated 
wi th at  least  one other  corporat ion.  

Reference 
Sect ion 251 

Schedule 19,  Non-Resident Shareholder Information  

Complete Schedule 19 i f  a  non-res ident  shareholder  owned a share of  
any c lass of  the corporat ion 's  capi ta l  s tock at  any t ime dur ing the 
taxat ion year .   

Schedule 23,  Agreement Among Associated Canadian-Control led 
Private Corporat ions to Al locate the Business Limit   

Al l  CCPCs  that  are associated have to f i le  Schedule 23.  This schedule 
is  used to:  

• ident i fy  a l l  the associated corporat ions to establ ish:  
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–  the date the balance of  tax is  due (see "Balance due date"  on 
page 37 [10]  ) ;  and 

–  the calculat ion of  the business l imi t  reduct ion;  and 

• assign a percentage to each of  the associated corporat ions for  the 
a l locat ion of  the business l imi t .  The tota l  o f  a l l  percentages cannot  
be more than 100%. The maximum business l imi ts  are prov ided on 
page 280 [51] .  

Notes 
Schedule 23 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 23 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we wi l l  
ask for  one.  

I f  the corporat ion 's  taxat ion year  is  shor ter  than 51 weeks,  prorate 
the business l imi t  a l located in  column 6 of  Schedule 23 based on 
the number of  days in  the taxat ion year  d iv ided by 365.  
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Associated corporat ions with more than one taxation year in a 
calendar year 

Specia l  ru les apply to determine the business l imi t  for  associated 
corporat ions that  have more than one taxat ion year  ending in  the 
same calendar year .  

For  the second or  la ter  taxat ion years that  end in  the same calendar 
year ,  the business l imi t  is  whichever  of  the fo l lowing amounts is  less:  

• the amount  a l located to the corporat ion for  the f i rs t  taxat ion year ;  
or  

• the amount  a l located to the corporat ion for  the la ter  taxat ion year  in  
quest ion.  

Make sure the tota l  o f  the business l imi ts  of  a l l  associated 
corporat ions for  any taxat ion years that  end in the same calendar year  
is  not  more than the maximum al lowable business l imi t  for  that  
ca lendar year .  
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I f  the corporat ion 's  taxat ion year  is  shor ter  than 51 weeks,  prorate the 
business l imi t  as determined on page 101 [above]  based on the 
number of  days in  the taxat ion year  d iv ided by 365.  

Example 
A Co.  and B Co.  are associated in  2005.  

A Co. 's  taxat ion year  runs f rom January 1,  2005,  to  June 30,  2005.  

The business l imi t  a l located to A Co.  for  i ts  June 30,  2005,  taxat ion 
year  is  $100,000.  

On November 1,  2005,  C Co.  becomes associated wi th A Co.  and 
B Co.  The taxat ion year  for  C Co.  ends on December 31,  2005.  
A Co.  and B Co.  change thei r  year-ends to December 31,  2005,  to  
match C Co. 's  year-end.  

The corporat ions decide to a l locate a $190,000 business l imi t  to  
C Co.  for  the December 31,  2005 year-end.  Because the tota l  o f  
thei r  business l imi ts  cannot  be more than $300,000,  the 
corporat ions a l locate $55,000 each to A Co.  and B Co.  
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Question 
What is  A Co. 's  business l imi t  for  each of  the two taxat ion years 
ending in  the 2005 calendar year? 

Answer 
Taxation year ending June 30,  2005: 

Because the taxat ion year  is  shor ter  than 51 weeks,  A Co.  prorates 
the business l imi t  for  the number of  days in  the taxat ion year  as 
fo l lows:  

$100,000 × 182 days = $49,863

  365 days  

Note:  365 is  not  adjusted for  the leap year .  

Taxation year ending December 31,  2005: 
Because the taxat ion year  is  shor ter  than 51 weeks,  A Co.  prorates 
the business l imi t  for  the number of  days in  the taxat ion year .  A Co.  
uses the $55,000 business l imi t  a l located in  th is  taxat ion year ,  
because i t  is  less than the $100,000 business l imi t  a l located in  i ts  
f i rs t  taxat ion year  ending in  2005.   
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A Co.  prorates the business l imi t  as fo l lows:  

$55,000 × 184 days = $27,726

  365 days   

Note:  365 is  not  adjusted for  the leap year .  

Reference 
Subsect ion l25(5)  

Schedule 49,  Agreement Among Associated Canadian-Control led 
Private Corporat ions to Al locate the Expenditure Limit   

Al l  CCPCs  that  are associated and have sc ient i f ic  research and 
exper imenta l  development  (SR&ED) expendi tures have to f i le  
Schedule 49.  These corporat ions use th is  form to:  

• ident i fy  a l l  the associated corporat ions and establ ish:  

–  the 35% investment  tax credi t  ( ITC) rate and the 100% 
refundable ITC rate on qual i fy ing SR&ED expendi tures;   

–  the 40% refundable ITC rate;  and 



–  1 0 6  –  

• al locate the expendi ture l imi t  for  the 35% ITC rate on qual i fy ing 
SR&ED expendi tures.  

For  more deta i ls  about  the ITC, see L ine 652 on page 323 [59] .  

Note 
Schedule 49 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 49 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we  
wi l l  ask for  one.  

Associated corporat ions with more than one taxation year in a 
calendar year 

Specia l  ru les apply to determine the expendi ture l imi t  for  associated 
corporat ions that  have more than one taxat ion year  ending in  the 
same calendar year .  Prorate the expendi ture l imi t  for  each taxat ion 
year  ending in  the calendar year  based on the number of  days in  the 
taxat ion year  d iv ided by 365.  
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Be sure that  the amount  you prorate for  each of  the taxat ion years is  
equal  to  the amount  a l located to the corporat ion for  the f i rs t  taxat ion 
year  ending in  the calendar year .  

Reference 
Subsect ion 127(10.6)  

Schedule 28,  Elect ion not to be an Associated Corporat ion  

Fi le Schedule 28 i f  the corporat ion e lects under subsect ion 256(2)  not  
to  be associated wi th two other  corporat ions for  the purposes of  the 
smal l  business deduct ion.  

Two corporat ions that  are not  associated wi th each other  wi l l  be 
considered associated under subsect ion 256(2)  i f  they are associated 
wi th the same corporat ion ( the th i rd corporat ion) .  

However,  for  the purposes of  the smal l  business deduct ion,  the th i rd 
corporat ion is  considered to not  be associated wi th e i ther  of  the other  
corporat ions i f :  

• i t  is  not  a CCPC at  the t ime;  or  
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• i t  e lects,  in  prescr ibed form, to not  be associated.  

When a corporat ion makes th is  e lect ion,  i ts  business l imi t  for  the 
smal l  business deduct ion is  considered to be zero.  

Notes 
You have to f i le  a new elect ion for  each appl icable taxat ion year .  

Schedule 28 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 28 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we  
wi l l  ask for  one.  

Reference 
Subsect ion 256(2)  

Schedule 11,  Transactions With Shareholders,  Off icers,  or  
Employees  

Complete Schedule 11 i f  the corporat ion had t ransact ions wi th 
shareholders,  of f icers,  or  employees.  
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Do not  inc lude t ransact ions the corporat ion carr ied out  in  the ord inary 
course of  business,  or  any t ransact ions l is ted on Form T106,  
INFORMATION RETURN OF NON-ARM'S  LENGTH TRANSACTIONS WITH 
NON-RESIDENTS.  See page 115 [23]  for  deta i ls .  

I f  the corporat ion is  involved in a t ransfer  of  property  under 
sect ion 85,  make sure to f i le  e i ther  Form T2057,  ELECTION ON 
DISPOSIT ION OF PROPERTY BY A  TAXPAYER TO A  TAXABLE CANADIAN 
CORPORATION,  or  Form T2058,  ELECTION ON DISPOSIT ION OF PROPERTY 
BY A  PARTNERSHIP  TO A  TAXABLE CANADIAN CORPORATION.  F i le  
Form T2058 when property  is  t ransferred f rom a par tnership.  F i le  
Form T2057 in a l l  o ther  cases.  

Schedule 44,  Non-Arm's Length Transactions  

Complete Schedule 44 i f  you make a sect ion 85 e lect ion for  a 
t ransact ion between corporat ions not  deal ing at  arm's length,  and i f  
a l l  or  substant ia l ly  a l l  o f  the assets of  the t ransferor  corporat ion are 
received by you ( the t ransferee corporat ion) .  

General ly ,  we consider  al l  or  substantial ly al l  to  be at  least  90%. 
You have to evaluate a l l  assets at  cost  or  fa i r  market  va lue.  
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When th is  k ind of  non-arm's length t ransact ion takes p lace,  the 
insta lment  requi rements of  the t ransferee corporat ion have to take 
in to account  those of  the t ransferor  corporat ion.  

Reference 
Regulat ion 5301(8)  

Schedule 14,  Miscel laneous Payments to Residents  

Complete Schedule 14 i f  you made any of  the fo l lowing payments to 
res idents of  Canada:  

• royal t ies for  which you have not  f i led a T5 s l ip ,  STATEMENT OF 
INVESTMENT INCOME; 

• research and development  fees;  

• management fees;  

• technical  ass is tance fees;*  or  

• simi lar  payments.  
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* Technical  ass is tance fees are payments for  technical  or  industr ia l  
serv ices re lated to producing goods or  apply ing processes,  
formulae,  and expert ise in  the product ion process.  

L is t  only  the payments that  were more than $100.  

Schedule 15,  Deferred Income Plans  

Complete Schedule 15 i f  you deducted f rom your income payments 
you made to deferred income plans,  such as:  

• a regis tered pension p lan (RPP);  

• a regis tered supplementary unemployment  benef i t  p lan (RSUBP);  

• a deferred prof i t  shar ing p lan (DPSP);  or  

• an employee's  prof i t  shar ing p lan (EPSP).  

Form T5004,  Statement of  Tax Shelter  Loss or Deduction 

I f  you are c la iming a loss or  deduct ion f rom an interest  in  a tax 
shel ter ,  f i le  Form T5004 wi th your  return.  
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The promoter  has to prepare Form T5003,  STATEMENT OF TAX SHELTER 
INFORMATION,  and send copies to each investor .  At tach copy 2 of  
Form T5003 to your  return.  

Reference 
IC 89-4,  TAX SHELTER REPORTING 

T5013 Sl ip,  Statement of  Partnership Income 

I f  you are a member of  a par tnership,  at tach to the return a l is t  o f  a l l  
the par tnership ident i f icat ion numbers assigned to the par tnerships of  
which you are a member.  

Par tnerships that  have more than f ive members have to issue 
in format ion s l ips to each par tner  for  each f iscal  per iod of  the 
par tnership.  Corporate par tners that  receive a T5013 s l ip  have to f i le  
i t  wi th the return for  the taxat ion year  in  which the f iscal  per iod of  the 
par tnership ends.  

Notes 
Each par tnership has to f i le  a T5013 Summary,  PARTNERSHIP  
INFORMATION RETURN,  for  each f iscal  per iod.  However,  some 
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par tnerships are exempt f rom th is  requi rement .  For  more 
in format ion,  see guide T4068,  ca l led  GUIDE FOR THE PARTNERSHIP  
INFORMATION RETURN. 

Except  where an e lect ion is  f i led under subsect ion 249.1(4) ,  for  the 
taxat ion year  that  inc ludes the f i rs t  day of  the f i rs t  f iscal  per iod of  a 
business,  par tnerships wi th at  least  one member who is  an 
indiv idual ,  a  professional  corporat ion,  or  another  af fected 
par tnership have to have a December 31 f iscal  per iod end.  

Schedule 22,  Non-Resident Discret ionary Trust  

Complete Schedule 22 i f  the corporat ion,  a fore ign af f i l ia te the 
corporat ion contro ls ,  or  any other  corporat ion or  t rust  that  d id not  deal  
at  arm's length wi th the corporat ion had a benef ic ia l  in terest  in  a 
non-res ident  d iscret ionary t rust  at  any t ime dur ing the taxat ion year .  

Schedule 25,  Investment in Foreign Aff i l iates  

Complete Schedule 25 i f  the corporat ion is  res ident  in  Canada and 
holds shares in  one or  more fore ign af f i l ia tes,  as def ined in  
subsect ion 95(1) .  
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Schedule 29,  Payments to Non-Residents  

Complete Schedule 29 i f  the corporat ion paid or  credi ted any of  the 
fo l lowing amounts to non-res idents:  

1  royal t ies;  

2  rents;  

3  management fees/commissions;  

4  technical  ass is tance fees;*  

5  research and development  fees;  

6  in terest ;  

7  d iv idends;  

8  f i lm payments:  

• for  a mot ion p ic ture f i lm;  or  

• for  a f i lm or  v ideotape for  use in  connect ion wi th te lev is ion;  or  
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9  o ther  serv ices.  

* Technical  ass is tance fees are payments for  technical  or  industr ia l  
serv ices re lated to producing goods or  apply ing processes,  
formulae,  and expert ise in  the product ion process.  

I f  the tota l  amount  paid or  credi ted is  less than $100,  you do not  have 
to complete th is  schedule wi th the in format ion for  that  payee.  

A corporat ion that  makes payments or  credi ts  amounts to non-  
res idents under subsect ions 202(1)  and 105(1)  of  the INCOME TAX 
REGULATIONS has to f i le  the appl icable in format ion return.  

References 
Regulat ions 102,  105,  and 202(1)  

Form T106,  Information Return of  Non-Arm's Length Transactions 
With Non-Residents  

Form T106 is  an annual  in format ion return on which you repor t  the 
act iv i t ies wi th cer ta in non-res ident  persons under sect ion 233.1.  
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F i le  Form T106 i f :  

• at  any t ime in the taxat ion year ,  you were e i ther  res ident  in  Canada 
or  a non-res ident  that  carr ied on business (other  than as a member 
of  a par tnership)  in  Canada;  

• you entered in to repor table t ransact ions wi th a non-res ident  person 
wi th whom you were not  deal ing at  arm's length at  any t ime in the 
year  and par tnerships of  which the non-res ident  person is  a 
member;  and 

• the tota l  repor table t ransact ions exceed CAN $1,000,000.  

Form T106 consists  of  the T106 Summary and the T106 s l ips.  F i le  a 
separate T106 s l ips for  each non-res ident .  

On Form T106,  repor t  a l l  t ransact ions between you and the 
non-res ident ,  inc luding those t ransact ions concerning:  

• tangib le proper ty ;  

• rents;  

• royal t ies and in tangib le proper ty ;  
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• serv ices;  and 

• advances,  loans,  or  other  accounts receivable or  payable to or  f rom 
a non-res ident  (beginning and ending balances inc luding gross 
increases and decreases) .  

F i le  Form T106 within six months of  the end of  the report ing 
corporat ion's taxat ion year.  Send i t  to  the fo l lowing address:  

Ot tawa Technology Centre 
Val idat ion and Ver i f icat ion Div is ion 
Other  Programs Uni t  
875 Heron Road 
Ottawa ON  K1A 1A2 

Note 
I f  you f i le  Form T106 late,  the corporat ion wi l l  be subject  to  
penal t ies.  

References 
Sect ions 233.1 and 251 

Subsect ions 162(7)  and 162(10)  
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Foreign property 

Foreign aff i l iates 

A corporat ion res ident  in  Canada,  of  which a non-res ident  corporat ion 
is  a fore ign af f i l ia te at  any t ime in the year ,  must  f i le  one of  two forms 
for  the af f i l ia te wi th in 15 months af ter  the end of  i ts  taxat ion year :   

• Form T1134-A,  INFORMATION RETURN RELATING TO FOREIGN 
AFFIL IATES THAT ARE NOT CONTROLLED FOREIGN AFFIL IATES;  or   

• Form T1134-B,  INFORMATION RETURN RELATING TO CONTROLLED 
FOREIGN AFFIL IATES.   

A separate form has to be f i led for  each fore ign af f i l ia te.   

Forms T1134-A and T1134-B conta in more in format ion about  f i l ing.  

Beneficiar ies of  non-resident trusts 

A corporat ion may have received,  in  the year ,  funds or  property  f rom, 
or  been indebted to,  a non-res ident  t rust  in  which i t  had a benef ic ia l  
in terest .  I f  so,  the corporat ion has to complete and f i le  Form T1142,  
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INFORMATION RETURN IN  RESPECT OF DISTRIBUTIONS FROM AND 
INDEBTEDNESS TO A  NON-RESIDENT TRUST.  

A separate form has to be f i led for  each non-res ident  t rust .  
Form T1142 conta ins more in format ion about  f i l ing.  

Transfers to non-resident trusts 

A corporat ion may have t ransferred or  loaned funds or  property  to a 
non-res ident  t rust .  I f  so,  the corporat ion may have to complete and 
f i le  Form T1141,  INFORMATION RETURN IN  RESPECT OF TRANSFERS OR 
LOANS TO A  NON-RESIDENT TRUST.  

A separate form has to be f i led for  each non-res ident  t rust .  
Form T1141 conta ins more in format ion about  f i l ing.  

Ownership of  foreign property 

I f ,  a t  any t ime in the year ,  the tota l  cost  of  a l l  speci f ied fore ign 
property  the corporat ion owned or  held a benef ic iary in terest  in  was 
more than $100,000,  you have to complete and f i le  Form T1135,  
FOREIGN INCOME VERIF ICATION STATEMENT.  
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For  more in format ion,  see Form T1135.  

Foreign investment enti t ies and non-resident trusts 

The 1999 federal  budget  proposed changes to the ex is t ing ru les for  
fore ign investment  ent i t ies (FIEs)  and non-res ident  t rusts (NRTs) 
that ,  once they become law,  wi l l  general ly  be ef fect ive for  the 2003 
taxat ion year .  These proposed ru les requi re a corporat ion wi th an 
in terest  in  an FIE to inc lude an amount  f rom the investment  in  i ts  
income; they wi l l  a lso deem NRTs wi th a connect ion to Canada to 
be res ident  here and wi l l  make a "contr ibutor"  to  and a "benef ic iary"  
under such t rusts jo int ly  and several ly  l iab le for  the t rust 's  
Canadian tax l iab i l i ty .  Therefore,  any corporat ion that  is  a 
"contr ibutor"  or  a "benef ic iary"  wi th respect  to  an NRT may be 
jo int ly  l iab le wi th the NRT for  the NRT's Canadian tax.  For  more 
in format ion about  the proposed changes,  ca l l  us at  one of  the 
te lephone numbers prov ided on page 34 [9]  of  th is  guide.  
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Penalt ies 

There are substant ia l  penal t ies for  not  complet ing and f i l ing Forms 
T1134-A,  T1134-B,  T1135,  T1141,  and T1142 by the due date.  

References 
Sect ions 233.1 to 233.6 

Subsect ions 162(7) ,  162(10) ,  and 162(10.1)  

Industry Canada – Schedules 80 and 81 

Schedule 80,  INDUSTRY CANADA – ANNUAL RETURN – CANADA BUSINESS 
CORPORATIONS ACT,  and Schedule 81,  NOTICE OF CHANGE OF 
DIRECTORS,  CANADA BUSINESS CORPORATIONS ACT,  are no longer 
avai lab le.  

Instead,  you are inv i ted to f i le  Form 22,  ANNUAL RETURN,  and Form 6,  
NOTICE OF CHANGE OF DIRECTORS,  d i rect ly  wi th Corporat ions Canada 
( Industry  Canada).   

You can f i le  Form 22 onl ine for  a fee of  $20.  (There is  a $40 fee for  
f i l ing a paper vers ion.)  You can f i le  Form 6 onl ine at  no charge.  
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You should f i le  Form 22 wi th in s ix  months of  your  taxat ion year-end.  
You should f i le  Form 6 wi th in 15 days af ter  the change is  made.  

Al l  forms are avai lab le onl ine at  Corporat ions Canada's Web s i te  at  
www.corporat ionscanada. ic.gc.ca,  under "Onl ine Fi l ing."  You can 
get  paper copies of  these forms by cal l ing Corporat ions Canada at  
1-866-333-5556.  

For  more in format ion on how to comply wi th the f i l ing requi rements of  
the CANADA BUSINESS CORPORATIONS ACT,  v is i t  Industry  Canada's Web 
s i te at  www.corporat ionscanada. ic.gc.ca  or  ca l l  1-866-333-5556 
or  (613)  941-9042.  

Schedule 50,  Shareholder Information 

Complete Schedule 50 i f  you are a pr ivate corporat ion and i f  any 
shareholder  holds 10% or  more of  your  common and/or  preferred 
shares.  Give a maximum of  the 10 top shareholders and the requested 
in format ion.  
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Line 172 – Has the corporat ion made payments to,  or  received 
amounts from, a ret irement compensation arrangement in the 
year? 

To answer th is  quest ion,  t ick the YES or  NO box.  No schedule or  form 
is  requi red.  

Calculation schedules 
You may a lso have to use var ious calculat ion schedules to complete 
the rest  of  your  return.  We l is t  a l l  o f  these schedules on pages 10  
to  19 [2 and 3]  of  the return.  You wi l l  f ind deta i ls  about  each of  these 
schedules in  the fo l lowing chapters.  
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Attachments 
See Chapter  2 to complete th is  sect ion.  

Additional information 
Provide a l l  the in format ion we request  in  the "Addi t ional  in format ion"  
area of  your  return.  

Line 280 – Is the corporat ion inactive? 

To answer th is  quest ion,  t ick the YES or  NO box.  

Even i f  a  corporat ion is  inact ive,  which means i t  has not  operated 
dur ing the taxat ion year ,  i t  has to f i le  a return.  Wi th the return,  we 
need Schedule 100,  BALANCE SHEET INFORMATION,  showing the assets,  
l iab i l i t ies,  and shareholder 's  equi ty  at  the end of  the taxat ion year .  

Note 
An inact ive (non-operat ing)  corporat ion can st i l l  generate income 
and/or  expenses in  a year .  I t  may pay a month ly  serv ice charge to 
mainta in a bank account  or  i t  may earn in terest  or  d iv idends f rom 
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income-producing assets that  i t  ho lds.  I t  may a lso have received 
income that  was prev iously  shown as a payable in  the pr ior  year .   
I f  th is  is  the case,  i t  wi l l  a lso need to f i le  a Schedule 125,  INCOME 
STATEMENT INFORMATION,  wi th the return.  

Line 281 – Has the major business act ivi ty changed since the last  
return was f i led? 

To answer th is  quest ion,  t ick the YES or  NO box.  F i rs t - t ime f i lers must  
ind icate YES.  

Line 282 – What is the corporat ion's major business act ivi ty? 

Complete only  i f  YES is  ind icated at  l ine 281.  

Enter  the corporat ion 's  major  commercia l  or  professional  act iv i ty .  

Inc lude enough deta i l  to  support  the type of  deduct ions c la imed ( for  
example,  the manufactur ing and processing prof i ts  deduct ion)  and to 
a l low an exact  industr ia l  c lass i f icat ion.  I f  the corporat ion has several  
major  l ines of  business,  descr ibe each of  them. 
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Here are examples of  how to descr ibe your  corporat ion 's  major  
act iv i ty :  

• men's reta i l  c lo th ing store;  

• manufactur ing of  wooden of f ice furn i ture;  or  

• single-uni t  res ident ia l  bui ld ing contractor .  

I f  the corporat ion is  involved in  t ruck ing,  speci fy  i f  i t  t ransports  bulk  
l iqu ids or  i f  the corporat ion is  owner-operator ,  leased-operator ,  or  a 
broker-operator  work ing for  another  t ruck ing company.  

Line 283 – I f  the major act ivi ty involves the resale of  goods,  
indicate whether i t  is  wholesale or retai l  

Tick e i ther  the WHOLESALE or  RETAIL  box i f  the corporat ion 's  business 
involves the resale of  goods.  
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Lines 284 to 289 – Specify the principal  product(s)  mined,  
manufactured,  sold,  constructed,  or services provided,  giving the 
approximate percentage of  the total  revenue that  each product or 
service represents 

Break down the business act iv i ty  you descr ibed on l ine 282 in to the 
fo l lowing categor ies:  

• the pr inc ipal  products mined,  manufactured,  so ld,  or  constructed;  
and 

• the serv ices prov ided.  

Also,  g ive the approximate percentage of  the corporat ion 's  tota l  
revenue that  each product  or  serv ice represents.  

Line 291 – Did the corporat ion immigrate to Canada during the 
taxation year? 

To answer th is  quest ion,  t ick the YES or  NO box.  
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Line 292 – Did the corporat ion emigrate from Canada during the 
taxation year? 

To answer th is  quest ion,  t ick the YES or  NO box.  

Calculating net income or loss 
There are several  schedules you may have to use to calculate the net  
income or  loss for  income tax purposes.  This sect ion expla ins each of  
those schedules.  

Schedule 1,  Net Income (Loss) for Income Tax Purposes  

I f  your  net  income or  loss after  income tax and extraordinary i tems  
on your  income statement  is  d i f ferent  f rom your net  income or  loss for  
income tax purposes,  complete Schedule 1.  

Enter  net  income or  loss af ter  income tax and extraord inary i tems on 
l ine A,  page 1 [1]  of  Schedule 1.  Add the taxable i tems and the 
non-al lowable expenses l is ted on l ines 101 to 199 and subtract  f rom 
th is  the non- taxable i tems and e l ig ib le expenses l is ted on l ines 401 
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to  499.  Enter  the net  income or  loss for  income tax purposes on 
l ine 300 of  your  return.  

Addi t ions and deduct ions ident i f ied on l ines 101 to 127 and 401 
to 417 of  Schedule 1 are the most  common addi t ions and subtract ions.  
For  other  addi t ions and deduct ions,  see pages 2 [2]  and 3 [3] .  

Some expenses deducted on your  income statement  are not  a l lowable 
for  income tax purposes and are not  ident i f ied on Schedule 1.  In  th is  
case,  use l ines 290 to 294,  "Other  addi t ions,"  on page 2 [2] .  A lso,  
cer ta in i tems inc luded in income that  are not  taxable are not  ident i f ied 
on th is  schedule.  In  such cases,  complete l ines 390 to 394,  "Other  
deduct ions,"  on page 3 [3] .  

Notes 
Only complete l ines 203 and 302 i f  you are conver t ing f rom an 
accrual  basis  to a cash basis .  Otherwise,  these l ines should be le f t  
b lank.  

The deduct ib le por t ion of  expenses you incurred for  food,  
beverages,  and enter ta inment  is  only  50% of  whichever  is  less:  the 
expendi ture actual ly  incurred or  the amount  that  would be 
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reasonable in  the c i rcumstances.  However,  a fu l l  deduct ion is  
a l lowed for  meals prov ided to an employee at  a temporary 
construct ion work camp, i f  cer ta in condi t ions are met .  

Do not  deduct  char i table donat ions,  taxable d iv idends,  net  capi ta l  
losses,  non-capi ta l  losses,  farm losses,  or  rest r ic ted farm losses 
f rom other  years.  You have to deduct  these i tems f rom net  income 
for  income tax purposes to arr ive at  taxable income. 

You may have to use the fo l lowing schedules to calculate cer ta in 
amounts on Schedule 1:  

• Schedule 6,  Summary of  Disposi t ions of  Capi ta l  Property  
(see page 140 [28]  ) ;  

• Schedule 8,  Capi ta l  Cost  Al lowance (CCA) (see page 161 [31]  ) ;  

• Schedule 10,  Cumulat ive El ig ib le Capi ta l  Deduct ion 
(see page 199 [37]  ) ;  

• Schedule 12,  Resource-Related Deduct ions (see page 202 [37]  ) ;  

• Schedule 13,  Cont inui ty  of  Reserves (see page 203 [37]  ) ;  

• Schedule 16,  Patronage Div idend Deduct ion (see page 205 [38]  ) ;  
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• Schedule 17,  Credi t  Union Deduct ions (see page 207 [38]  ) ;  and 

• Form T661,  Cla im for  Scient i f ic  Research and Exper imenta l  
Development  (SR&ED) Carr ied out  in  Canada (see page 209 [39]  ) .  

The fu l l  resource a l lowance deducted at  l ine 346 under 
paragraph 20(1)(v.1)  is  gradual ly  reduced to:   

• 90% in 2003;  

• 75% in 2004;  

• 65% in 2005;  

• 35% in 2006;  and 

• 0 af ter  2006.  

You have to prorate these amounts us ing the number of  days in  each 
per iod in  your  taxat ion year .  The resource a l lowance wi l l  gradual ly  be 
replaced by the deduct ib i l i ty  of  crown royal t ies and min ing taxes 
against  income. 
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Schedule 6,  Summary of  Disposit ions of  Capital  Property  

You have to complete Schedule 6 i f  you d isposed of  capi ta l  proper ty  
dur ing the taxat ion year  and incurred any capital  losses  or  real ized 
any capital  gains.  You a lso have to complete th is  schedule i f  you 
c la im an al lowable business investment loss.  

References 
Sect ion 54 

IT-170,  SALE OF PROPERTY – WHEN INCLUDED IN  INCOME COMPUTATION 

IT-448,  DISPOSIT IONS – CHANGES IN  TERMS OF SECURIT IES 

IT-460,  DISPOSIT IONS – ABSENCE OF CONSIDERATION 

Designation under paragraph 111(4)(e)  

Answer YES or  NO to the quest ion on l ine 050,  page 1 [1]  of  
Schedule 6.  

You can make a designat ion under paragraph 111(4)(e)  i f  a  person or  
group of  persons has acquired contro l  o f  the corporat ion.  I f  you make 
the designat ion,  capi ta l  proper t ies wi l l  be considered as having been 
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d isposed of  immediate ly  before that  person or  group of  persons 
acquired contro l  o f  the corporat ion.  

Complet ing Schedule 6 

To help you complete Schedule 6,  we have prov ided the fo l lowing 
explanat ions that  br ie f ly  set  out  the type of  in format ion we need in 
each column and each par t  of  the schedule.  

Column 1 – Types of  capital  property 

There are s ix  categor ies of  capi ta l  proper ty  you may have d isposed of  
dur ing the taxat ion year .  The categor ies are:  

• shares;  

• real  estate;  

• bonds;  

• other  propert ies;  

• personal-use property ;  and 

• l is ted personal  proper ty .  
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The f i rs t  s ix  par ts  of  Schedule 6 ref lect  these s ix  categor ies of  capi ta l  
property .  

Column 2 – Date of  acquisit ion 

In  th is  co lumn, g ive the date you acquired the property .  

Column 3 – Proceeds of  disposit ion 

In  th is  column, indicate the proceeds of  d isposi t ion.  The proceeds of  
d isposi t ion are usual ly  the sel l ing pr ice of  the property .  However,  they 
can a lso inc lude compensat ion the corporat ion received for  proper ty  
that  was destroyed,  expropr iated,  s to len,  or  damaged.  

For  a g i f t  or  a deemed disposi t ion,  the proceeds of  d isposi t ion are 
usual ly  the fa i r  market  va lue of  the property  when i ts  owner or  use 
changes.  

References 
Sect ion 54 

IT-259,  EXCHANGES OF PROPERTY 
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Column 4 – Adjusted cost base 

In  th is  column, indicate the cost  of  the property  you used to calculate 
any capi ta l  gain or  loss.  This amount  is  ca l led the adjusted cost base  
(ACB).  The ACB is  the or ig inal  cost  of  the property  that  has been 
adjusted to ref lect  cer ta in t ransact ions or  occurrences that  took p lace 
af ter  acquir ing the property .  

The cost  of  a capi ta l  property  may be the actual  cost ,  a  deemed cost ,  
or  the valuat ion-day value of  the property .  The nature of  the property  
and the c i rcumstances under which you acquired i t  determine which 
cost  of  the capi ta l  proper ty  you should use.  

References 
Subsect ions 53(1)  and 53(2)  

IT-418,  CAPITAL  COST ALLOWANCE – PARTIAL  DISPOSIT IONS OF 
PROPERTY 

The cost  of  property  acquired af ter  1971 is  usual ly  the actual  cost  of  
acqui r ing i t ,  inc luding the purchase pr ice p lus any re lated costs,  such 
as commissions,  legal  fees,  and other  reasonable expenses.  I t  a lso 
inc ludes the cost  of  addi t ions and improvements to the property .  I t  
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does not  inc lude current  expenses,  such as maintenance and repai r  
costs.  

Reference 
IT-128,  CAPITAL  COST ALLOWANCE – DEPRECIABLE PROPERTY 

Specia l  ru les apply when determin ing the cost  of  capi ta l  proper ty  
owned on December 31,  1971.  According to these ru les,  tax is  not  
assessed and losses are not  a l lowed for  any gain or  loss that  arose 
before that  date.  

When deduct ions f rom the cost  base of  a property  (other  than a 
par tnership in terest)  reduce the balance to a negat ive amount  at  any 
t ime in the taxat ion year ,  you are considered to have real ized a 
capi ta l  gain equal  to  the amount  of  the negat ive balance,  and the ACB 
becomes n i l .  

You cannot  use la ter  addi t ions to the ACB to reduce previous gains  
on the property  that  resul ted f rom a negat ive balance.  You can only 
consider  these addi t ions when you determine future gains or  losses.  
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Reference 
Subsect ion 40(3)  

Paragraphs 53(1)(e)  and 53(2)(c)  out l ine the ru les for  determin ing the 
ACB of  a par tnership in terest .  

You have to reduce the ACB of  a par tnership in terest  by the amount  of  
any share purchase tax credi t ,  and one-hal f  o f  any sc ient i f ic  research 
and exper imenta l  development  tax credi t  the par tnership a l located to 
the corporat ion.  

Note 
In terests in  a par tnership that  a l imi ted par tner  or  an inact ive 
par tner  holds are subject  to  the negat ive ACB ru le.  

Column 5 – Outlays and expenses 

In  th is  column, enter  the amount  of  out lays and expenses you 
deducted when calculat ing a gain or  loss.  You can deduct  most  cash 
out lays the corporat ion used to put  a proper ty  in to saleable condi t ion 
when you calculate a gain or  loss.  You can a lso deduct  expenses 
incurred when d isposing of  the proper ty .  These expenses inc lude 
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cer ta in f ix ing-up costs,  f inder 's  fees,  commissions,  surveyor 's  fees,  
t ransfer  taxes,  and other  reasonable expenses incurred to d ispose of  
the property .  

Column 6 – Gain (or loss) 

In  column 6,  enter  the amount  of  the gain or  loss.  To determine th is  
f igure,  subtract  the amounts in  columns 4 and 5 f rom the amount  in  
column 3.  

A capital  gain  resul ts  when the proceeds of  d isposi t ion of  a capi ta l  
proper ty  are more than the ACB and any re lated out lays or  expenses.  
A capital  loss  occurs when the proceeds of  d isposi t ion are less than 
the ACB and the re lated out lays and expenses.  However,  i f  
depreciable proper ty  is  d isposed of ,  i t  wi l l  resul t  in  a terminal  loss,  
not  a capi ta l  loss.  See "Column 6 – Undepreciated capi ta l  cost"  on 
page 178 [34]  for  more deta i ls  about  terminal  losses.  

In  cer ta in cases,  when you d ispose of  a bui ld ing and the land on 
which i t  s tands,  and the bui ld ing is  d isposed of  for  less than i ts  
undepreciated capi ta l  cost ,  you may have to reduce the gain on the 
sale of  the land by the terminal  loss on the sale of  the bui ld ing.  
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References 
Subsect ion 13(21.1)  

IT-220,  CAPITAL  COST ALLOWANCE – PROCEEDS OF DISPOSIT ION OF 
DEPRECIABLE PROPERTY 

Part  1 – Shares 

In  th is  par t ,  l is t  the shares d isposed of  dur ing the taxat ion year .  Give 
the number of  shares,  the name of  the corporat ion in  which the shares 
were held,  and the c lass of  the shares.  

Usual ly ,  d isposing of  a share of  the capi ta l  s tock of  a corporat ion wi l l  
resul t  in  a taxable capi ta l  gain or  an a l lowable capi ta l  loss.  However,  
i f  the corporat ion that  is  d isposing of  the share is  in  the business of  
t rading shares,  the resul t ing gain or  loss is  considered business 
income or  loss.  

I f  a  share is  conver ted because of  a merger  or  an amalgamat ion,  
sect ion 54 deems a d isposi t ion to have occurred.  
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Part  2 – Real  estate 

In  th is  par t ,  l is t  a l l  real  estate d isposed of  dur ing the taxat ion year .  
Give the munic ipal  address of  each property .  

Disposi t ions of  non-depreciable real  proper ty  (unless the property  is  
inventory)  may resul t  in  a capi ta l  gain or  loss.  However,  d isposi t ions 
of  depreciable proper ty  may resul t  in  a capi ta l  gain,  a recapture of  
CCA, or  a terminal  loss.  See "Column 6 – Undepreciated capi ta l  cost"  
on page 178 [34]  for  deta i ls  about  terminal  losses and recaptures.  

Enter  the tota l  amount  of  gain or  loss real ized on d isposi t ion of  real  
estate on l ine B.  

References 
IT-218,  PROFITS,  CAPITAL  GAINS AND LOSSES FROM THE SALE OF REAL 
ESTATE,  INCLUDING FARMLAND AND INHERITED LAND AND CONVERSION OF 
REAL ESTATE FROM CAPITAL  PROPERTY TO INVENTORY AND VICE VERSA 

IT-478,  CAPITAL  COST ALLOWANCE – RECAPTURE AND TERMINAL  LOSS 



–  1 4 9  –  

Part  3 – Bonds 

In  th is  par t ,  l is t  a l l  bonds d isposed of  dur ing the taxat ion year .  Give 
the face value,  the matur i ty  date,  and the issuer 's  name for  each type 
of  bond.  

When you make a capi ta l  d isposi t ion of  a debt  obl igat ion,  the amount  
of  any real ized d iscount  or  bonus received is  usual ly  considered a 
capi ta l  gain.  Simi lar ly ,  a  premium paid is  considered a capi ta l  loss,  
e i ther  when the obl igat ion matures or  on the date you d ispose of  the 
obl igat ion.  Enter  the tota l  amount  of  gain or  loss real ized on 
d isposi t ion of  bonds on l ine C.  

Reference 
IT-479,  TRANSACTIONS IN  SECURIT IES 

Part  4 – Other propert ies 

In  th is  par t ,  descr ibe any capi ta l  proper ty  d isposed of  dur ing the 
taxat ion year  that  you have not  a l ready repor ted in  par ts  1,  2,  and 3.  

Other property  inc ludes capi ta l  debts establ ished as bad debts,  as 
wel l  as amounts that  ar ise f rom fore ign currency t ransact ions.  
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When an amount  receivable on a capi ta l  account  becomes a bad debt  
and you e lect  on your  return to have the prov is ions of  
subsect ion 50(1)  appl ied,  a deemed disposi t ion occurs at  the end of  
the year .  You are considered to have reacquired the debt  immediate ly  
af terwards at  a cost  of  n i l .  This  usual ly  a l lows the corporat ion to c la im 
a bad debt  as a capi ta l  loss in  the year .  Any la ter  recovery of  that  
debt  wi l l  resul t  in  a capi ta l  gain.  

References 
Subsect ion 50(1)  

IT-159,  CAPITAL  DEBTS ESTABLISHED TO BE BAD DEBTS 

Foreign exchange gains or  losses f rom buying or  se l l ing capi ta l  
proper t ies are capi ta l  gains or  capi ta l  losses.  Transact ions in  fore ign 
currency or  fore ign currency futures that  do not  form par t  of  the 
business operat ions can be considered capi ta l  d isposi t ions.  

References 
Subsect ion 39(2)  

IT-95,  FOREIGN EXCHANGE GAINS AND LOSSES 
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For  d isposi t ions of  depreciable proper ty ,  a capi ta l  gain resul ts  i f  the 
proceeds are more than the capi ta l  cost .  However,  losses on 
depreciable proper ty  do not  resul t  in  capi ta l  losses.  These losses are 
terminal  losses.  See "Column 6 – Undepreciated capi ta l  cost"  on 
page 178 [34]  to  f ind out  more about  terminal  losses.  

You have to repor t  d isposi t ions of  goodwi l l  and other  in tangib le 
proper t ies on Schedule 10,  CUMULATIVE EL IGIBLE CAPITAL  DEDUCTION.  
See page 199 [37]  for  more deta i ls .  

Enter  the tota l  amount  of  gain or  loss real ized on d isposi t ion of  other  
proper t ies on l ine D.  

Part  5 – Personal-use property 

In  th is  par t ,  descr ibe any personal-use property  you d isposed of  
dur ing the taxat ion year .  

Personal-use property  of  a corporat ion is  proper ty  owned pr imar i ly  for  
the personal  use or  enjoyment  of  an indiv idual  who is  re lated to the 
corporat ion.  
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Use the $1,000 ru le to determine gains and losses when you d ispose 
of  personal-use property .  According to th is  ru le,  i f  the ACB is  less 
than $1,000,  i t  is  considered to be $1,000.  As wel l ,  when the proceeds 
of  d isposi t ion are less than $1,000,  they are considered to be $1,000.  

The $1,000 ru le wi l l  not  apply when donors acqui re personal-use 
property  as par t  of  an arrangement  in  which the property  is  g i f ted to a 
qual i f ied donee,  such as a regis tered char i ty .  

You cannot  deduct  losses on d isposi t ions of  personal-use property  
(other  than l is ted personal  property)  f rom your income. 

Enter  the tota l  amount  of  gain real ized on d isposi t ion of  personal-use 
property  on l ine E.  

Reference 
Subsect ion 46(1)  

Part  6 – Listed personal  property 

In  th is  par t ,  descr ibe any l is ted personal  property  d isposed of  dur ing 
the taxat ion year .  
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L is ted personal  proper ty  is  a specia l  category of  personal-use 
property  that  usual ly  increases in  value.  The fo l lowing is  a complete 
l is t  o f  the d i f ferent  types of  l is ted personal  property :  

• pr ints ,  etchings,  drawings,  paint ings,  sculptures,  or  other  s imi lar  
works of  ar t ;  

• jewel lery;  

• rare fo l ios,  rare manuscr ipts ,  or  rare books;  

• stamps;  and 

• coins.  

I f  you incur  losses f rom disposing of  l is ted personal  proper ty ,  you can 
only deduct  these losses f rom capi ta l  gains real ized f rom disposing of  
l is ted personal  proper ty .  

On l ine 655,  enter  the amount  of  l is ted personal  property  losses f rom 
previous years you want  to apply against  current-year  net  l is ted 
personal  property  gains.  Also,  enter  th is  amount  on l ine 530 of  
Schedule 4,  CORPORATION LOSS CONTINUITY AND APPLICATION.  
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You can apply any unabsorbed losses in  the current  year  to reduce 
s imi lar  net  gains real ized in  the three immediate ly  preceding years,  
and in  the fo l lowing seven years.  See "Part  5 – L is ted personal  
property  losses"  on page 235 [43]  for  more deta i ls .  

On l ine F,  enter  the tota l  amount  of  gains or  losses real ized on 
d isposi t ion of  l is ted personal  proper ty  minus  the amount  of  l ine 655.   

Part  7 – Property qual i fying for and result ing in an al lowable 
business investment loss 

General ly ,  a  business investment  loss ar ises f rom the arm's- length  
d isposi t ion (or  deemed disposi t ion)  of :  

• shares of  a smal l  business corporat ion;  or  

• cer ta in debts owed to the corporat ion by a smal l  business 
corporat ion,  cer ta in bankrupt  corporat ions,  or  cer ta in wound-up 
corporat ions ( these corporat ions have to deal  wi th the corporat ion 
at  arm's length) .  

A smal l  business corporat ion is  def ined in  subsect ion 248(1) .  



–  1 5 5  –  

I f  c la iming an al lowable business investment loss (ABIL),  complete 
par t  7  of  Schedule 6 g iv ing the fo l lowing in format ion in  the 
appropr iate column: 

column 900 – name of  smal l  business corporat ion;  

column 905 – type of  d isposi t ion (shares or  debt) ;  

column 910 – date of  acquis i t ion of  shares or  debts;  

column 920 – proceeds of  d isposi t ion;  

column 930 – adjusted cost  base;  and 

column 940 – out lays and expenses ( for  d isposi t ions) .  

Deduct ,  f rom the proceeds of  d isposi t ion,  the ACB plus the out lays 
and expenses to get  the business investment  loss.  Enter  th is  resul t  in  
column 950.   

Enter  the tota l  amount  of  business investment  loss on l ine G.  
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On l ine H,  enter  the ABIL (amount  G mul t ip l ied by 1/2) .  Enter  th is  
amount  on l ine 406 of  Schedule 1.  

Capital  gains reserve 

Often,  you wi l l  not  receive par t  of  the proceeds of  d isposi t ion,  usual ly  
for  real  property ,  unt i l  a f ter  the end of  the year .  In  these cases,  you 
can defer  par t  of  the capi ta l  gain to the year  i t  is  due to receive the 
proceeds by set t ing up a capi ta l  gains reserve.  By us ing reserves,   
you can spread a capi ta l  gain over  a maximum of  f ive years.  

A corporat ion that  has made a g i f t  o f  a non-qual i fy ing secur i ty  to  a 
qual i f ied donee may c la im a reserve for  any gain real ized on th is  
secur i ty .  A reserve can only be c la imed i f  the donat ion is  not  
deducted for  tax purposes and the donee does not  d ispose of  the 
secur i ty .  This  reserve can only  be c la imed in taxat ion years ending 
wi th in 60 months of  making the g i f t .  The reserve must  be inc luded  
in  income i f  any of  the fo l lowing occur :  

• the corporat ion becomes a non-res ident  or  tax exempt;  or  

• the donee d isposes of  the secur i ty .  
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The reserve that  you can c la im in a taxat ion year  cannot  be more than 
the lesser  of  the fo l lowing two amounts:  

A.  Capi ta l  gain  

 Proceeds of  d isposi t ion 
× Amount  not  due unt i l  a f ter  

the end of  the year  

and 

B. • for  the year  of  d isposi t ion 4/5 of  the capi ta l  gain

 • for  the second year  3/5 of  the capi ta l  gain

 • for  the th i rd year  2/5 of  the capi ta l  gain

 • for  the four th year  1/5 of  the capi ta l  gain

Add the reserve amount  you deducted in  a taxat ion year  to income in 
the fo l lowing taxat ion year .  Add the reserve opening balance and 
subtract  the reserve c los ing balance on l ines 880 and 885 of  
Schedule 6.  

Show the cont inui ty  of  capi ta l  gain reserves on Schedule 13,  
CONTINUITY OF RESERVES.  See page 203 [37]  for  deta i ls .  
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References 
Subparagraphs 40(1)(a)( i i )  and 40(1)(a)( i i i )  

Subsect ion 40(1.01)  

Part  8 – Determining capital  gains or capital  losses 

The amount  on l ine 890 is  the tota l  capi ta l  gain or  loss,  which is  
determined as fo l lows:  

Line I  –  tota l  o f  amounts A to F,  exc luding amount  F i f  the resul t  is  a 
loss for  the year ;  

add 

l ine 875 – Capital  gains dividends  (Capi ta l  gains d iv idends under 
paragraphs 130.1(4)(a)  and (b)  and 131(1)(a)  and (b)  are considered 
to be capi ta l  gains.  These paragraphs apply to mortgage investment  
corporat ions and mutual  fund corporat ions.)  I f  you received any 
capi ta l  gains d iv idends in  the taxat ion year ,  enter  them on th is  l ine;  
and  
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l ine 880 – the balance at  the beginning of  the year  of  the capi ta l  
gains reserve f rom Schedule 13 ( th is  amount  should inc lude any 
amount  f rom the last  taxat ion year  of  predecessor  corporat ions af ter  
amalgamat ion or  wind-up) ;  

minus  

l ine 885 –  the balance at  the end of  the year  of  the capi ta l  gains 
reserve f rom Schedule 13;  and 

l ine 890  –  to ta l  capi ta l  gain or  loss (exc luding ABIL) .  

Part  9 – Determining taxable capital  gains and total  capital  losses  

Line N  –  tota l  amount  of  gain or  loss excluding ABILs (amount  f rom 
l ine 890) ;  

minus 

l ine 895 – enter  1/2 of  capi ta l  gains real ized on donat ions of  a 
secur i ty  l is ted on a stock exchange,  a share or  uni t  o f  a mutual  
fund,  an in terest  in  a segregated fund,  or  a prescr ibed debt  
obl igat ion made to a qual i f ied donee (other  than a pr ivate 
foundat ion) ;  and 
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l ine 896  –  enter  1/2 of  capi ta l  gain real ized on donat ions of  
ecological ly  sensi t ive land.   

Line P  –  capital  gain or loss for the year.  This  amount  is  the resul t  
o f  l ine N minus l ines 895 and 896.  I f  the amount  is  a loss,  enter  i t  on 
l ine 210 of  Schedule 4.  

Line Q  –  taxable capital  gains.  I f  amount  of  l ine P is  a gain,  mul t ip ly  
i t  by 1/2.  Enter  the amount  of  taxable capi ta l  gain on l ine 113 of  
Schedule 1.  

References 
Paragraphs 38(a.1)  and 38(a.2)  

You can deduct  an ABIL f rom al l  sources of  income for  the year .  I f  any 
balance remains af ter  the year  the loss occurs,  i t  becomes par t  of  the 
non-capi ta l  loss.  You can carry the non-capi ta l  loss back three 
taxat ion years and carry i t  forward seven taxat ion years.  For  an ABIL 
incurred in  taxat ion years ending af ter  March 22,  2004,  the carry 
forward per iod is  for  the ten fo l lowing taxat ion years.  I f  you are 
unable to deduct  an ABIL as a non-capi ta l  loss wi th in th is  a l lowed 
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t ime f rame, the unused par t  becomes a net  capi ta l  loss,  and you can 
carry i t  forward indef in i te ly  to  reduce taxable capi ta l  gains.  

Inc lude a l l  unused  ABIL  a f ter  the appl icable carry forward per iod in  
par t  2,  "Capi ta l  Losses,"  of  Schedule 4.  See page 223 [41] ,  for  more 
deta i ls .  

References 
Paragraph 39(1)(c)  

IT-484,  BUSINESS INVESTMENT LOSSES 

Schedule 8,  Capital  Cost Al lowance (CCA)  

Complete Schedule 8 to calculate capital  cost al lowance  (CCA).  

Paragraph 20(1)(a)  a l lows a corporat ion to deduct  par t  o f  the capi ta l  
cost  of  cer ta in depreciable property  f rom income i t  earned in the 
year  f rom a business or  property .  This  deduct ion is  ca l led CCA. 

When a taxat ion year  is  shor ter  than 12 months,  you general ly  have to 
prorate the CCA. 
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Under Part  XI  of  the INCOME TAX REGULATIONS,  depreciable proper ty   
is  grouped into prescr ibed c lasses.  Schedule I I  o f  the regulat ions 
conta ins a complete l is t  o f  these prescr ibed c lasses.  

A maximum rate is  prescr ibed for  each c lass.  Apply the prescr ibed 
rate to the undepreciated capi ta l  cost  of  the c lass at  year-end to 
determine the maximum CCA you can c la im.  You can deduct  any 
amount  up to the maximum that  is  avai lable for  the year .  

Note 
On Schedule 8,  do not  inc lude capi ta l  expendi tures (other  than f i rs t -  
or  second-term shared-use-equipment)  for  which you are request ing 
SR&ED treatment .  

Disabi l i ty-related modif icat ions 

You can deduct  out lays and expenses you incur  for  e l ig ib le d isabi l i ty-
re lated modi f icat ions made to a bui ld ing in  the year  you paid them, 
instead of  having to add them to the capi ta l  cost  of  your  bui ld ing.  
El ig ib le d isabi l i ty- re lated modi f icat ions inc lude changes you make to 
accommodate wheelchai rs .  You can a lso deduct  expenses paid to 
insta l l  or  get  d isabi l i ty- re lated devices and equipment .  
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You can c la im th is  as "Other  deduct ions"  on Schedule 1,  NET INCOME 
(LOSS) FOR INCOME TAX PURPOSES.  

Available-for-use rule 

The avai lable- for-use ru le determines the ear l iest  taxat ion year  in  
which you can c la im CCA for  depreciable proper ty .  

When is property avai lable for use? 

Property other than a bui lding  is  considered avai lable for  use at  the 
ear l iest  of  several  dates.  The fo l lowing are some examples of  these 
dates:  

• when the corporat ion f i rs t  uses the property  to earn income; 

• the beginning of  the f i rs t  taxat ion year  that  s tar ts  at  least  358 days 
af ter  the taxat ion year  dur ing which the corporat ion acqui red the 
property ;  

• immediate ly  before the corporat ion d isposes of  the property ;  or  

• when the corporat ion can use the property  to e i ther  produce a 
saleable product  or  per form a saleable serv ice.  
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A building  is  considered avai lable for  use on the ear l iest  of  the 
fo l lowing dates:  

• when the corporat ion uses a l l  or  substant ia l ly  a l l  o f  the bui ld ing for  
i ts  in tended purpose;  

• when construct ion of  the bui ld ing is  completed;  

• the beginning of  the f i rs t  taxat ion year  that  s tar ts  at  least  358 days 
af ter  the taxat ion year  dur ing which the corporat ion acqui red the 
property ;  

• immediate ly  before the corporat ion d isposes of  the property ;  or  

• when the corporat ion acquires a replacement  proper ty ,  i f  i t  is  
replac ing one i t  involuntar i ly  d isposed of  ( for  example,  
expropr iat ion)  that  i t  e i ther  acqui red before 1990 or  had a l ready 
become avai lab le for  use.  

Note 
I f  a  corporat ion acquires a proper ty  for  a long-term project ,  i t  can 
e lect  to  l imi t  the impact  of  the avai lable- for-use ru le.  This  e lect ion is  
not  avai lable for  renta l  bui ld ings.  To make th is  e lect ion,  send us a 
completed Form T1031,  SUBSECTION 13(29)  ELECTION IN  RESPECT OF 
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CERTAIN  DEPRECIABLE PROPERTIES,  ACQUIRED FOR USE IN  A  LONG 
TERM PROJECT,  wi th the return.  

References 
Subsect ions 13(26)  to 13(32)  

Election under Regulat ion 1101(5q) 

Line 101 – Is the corporat ion elect ing under Regulat ion 1101(5q)? 

To answer th is  quest ion,  t ick the YES or  NO box.  

This  e lect ion a l lows you to inc lude cer ta in proper ty  usual ly  inc luded in 
c lasses 8,  10,  and 43 in  a separate c lass.  You have to have acquired 
each property  af ter  Apr i l  26,  1993,  at  a capi ta l  cost  of  at least  
$1,000.  The types of  proper t ies that  qual i fy  for  th is  e lect ion inc lude 
general -purpose e lect ronic  data-processing equipment  and anci l lary  
equipment ,  manufactur ing and processing property ,  computer  
sof tware,  photocopiers,  and e lect ronic  communicat ions equipment ,  
such as facs imi le t ransmiss ion devices or  te lephone equipment .  

You can e lect  to  c lass i fy  a proper ty  in  a separate c lass or  several  
proper t ies in  one or  more than one separate c lass.  
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This  e lect ion can a l low you to c la im a terminal  loss,  which is  any 
remain ing undepreciated capi ta l  cost  at  the t ime of  d isposi t ion of  the 
propert ies in  th is  c lass.  For  more in format ion on terminal  losses,  see 
"Column 6 – Undepreciated capi ta l  cost" .  

CCA rates and classes 

New CCA c lasses were in t roduced as a resul t  o f  the 2005 federal  
budget .  

Class 43.2 is  for  cer ta in ef f ic ient  and renewable energy product ion 
equipment  acqui red af ter  February 22,  2005 and before 2012.  The 
CCA rate for  th is  new c lass is  50%. 

Class 47 is  for  cer ta in t ransmiss ion and d is t r ibut ion property  of  a 
d is t r ibutor  of  e lect r ic i ty  acqui red af ter  February 22,  2005.  The CCA 
rate for  th is  new c lass is  8%. 

Class 48 is  for  cer ta in combust ion turb ines that  generate e lect r ic i ty  
acqui red af ter  February 22,  2005.  The CCA rate for  th is  new c lass 
is  15%. 
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Class 49 is  for  cer ta in hydrocarbon t ransmiss ion p ipel ines acqui red 
af ter  February 22,  2005.  The CCA rate for  th is  new c lass is  8% 

List  of  CCA rates and classes 

The fo l lowing char t  is  a par t ia l  l is t  and descr ipt ion of  the most  
common capi ta l  cost  a l lowance (CCA) c lasses.  You wi l l  f ind a 
complete l is t  in  Schedule I I  o f  the INCOME TAX REGULATIONS.  

Class 
number Descript ion 

CCA 
rate 

1 Most  bui ld ings made of  br ick,  s tone,  or  cement  
acqui red af ter  1987,  inc luding thei r  component  
par ts  such as e lect r ic  wi r ing,  l ight ing f ix tures,  
p lumbing,  heat ing and cool ing equipment ,  
e levators,  and escalators 

4% 

3 Most  bui ld ings made of  br ick,  s tone,  or  cement  
acqui red before 1988,  inc luding thei r  
component  par ts  as l is ted in  c lass 1 above 

5% 
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Class 
number Descript ion 

CCA 
rate 

6 Bui ld ings made of  f rame, log,  s tucco on f rame, 
galvanized i ron,  or  corrugated metal  that  are 
used in the business of  farming or  f ish ing,  or  
that  have no foot ings below-ground;  fences and 
most  greenhouses 

10% 

7 Canoes,  boats,  and most  other  vessels,  
inc luding thei r  furn i ture,  f i t t ings,  or  equipment  

15% 

8 Property  that  is  not  inc luded in any other  c lass 
such as furn i ture,  ca lculators and cash 
regis ters ( that  do not  record mul t ip le sales 
taxes) ,  photocopy and fax machines,  pr in ters,  
d isp lay f ix tures,  ref r igerat ion equipment ,  
machinery,  tools  cost ing $200 or  more,  and 
outdoor  adver t is ing b i l lboards and greenhouses 
wi th r ig id f rames and p last ic  covers  

20% 

9 Ai rcraf t ,  inc luding furn i ture,  f i t t ings,  or  
equipment  at tached,  and thei r  spare par ts  

25% 
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Class 
number Descript ion 

CCA 
rate 

10 Automobi les (except  tax is  and others used for  
lease or  rent) ,  vans,  wagons,  t rucks,  buses,  
t ractors,  t ra i lers,  dr ive- in theatres,  
general -purpose e lect ronic  data-processing 
equipment  (e.g. ,  personal  computers)  and 
systems sof tware,  and t imber-cut t ing and 
removing equipment  

30% 

10.1 Passenger vehic les cost ing more than $30,000 
i f  acqui red af ter  2000  

30% 

12 Chinaware,  cut lery,  l inen,  uni forms,  d ies,  j igs,  
moulds or  lasts,  computer  sof tware (except  
systems sof tware) ,  cut t ing or  shaping par ts  of  a 
machine,  cer ta in proper ty  used for  earn ing 
renta l  income such as apparel  or  costumes,  and 
v ideotape casset tes;  cer ta in property  cost ing 
less than $200 such as k i tchen utensi ls ,  tools ,  
and medical  or  denta l  equipment   

100% 
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Class 
number Descript ion 

CCA 
rate 

13 Property  that  is  leasehold in terest  ( the 
maximum CCA rate depends on the type of  
leasehold and the terms of  the lease)  

N/A 

14 Patents,  f ranchises,  concessions,  and l icences 
for  a l imi ted per iod – the CCA is  l imi ted to 
whichever  is  less:  

• the capi ta l  cost  of  the property  spread out  
over  the l i fe  of  the property ;  or  

• the undepreciated capi ta l  cost  of  the property  
at  the end of  the taxat ion year .  

Class 14 a lso inc ludes patents,  and l icences to 
use patents for  a l imi ted per iod,  that  you e lect  
not  to  inc lude in c lass 44.  

N/A 
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Class 
number Descript ion 

CCA 
rate 

16 Automobi les for  lease or  rent ,  tax icabs,  and 
coin-operated v ideo games or  p inbal l  machines;  
cer ta in t ractors and large t rucks acquired af ter  
December 6,  1991,  that  are used to haul  f re ight  
and that  weigh more than 11,788 k i lograms 

40% 

17 Roads,  s idewalks,  park ing- lot  or  s torage areas,  
te lephone,  te legraph,  or  non-elect ronic  data 
communicat ion swi tch ing equipment  

8% 

38 Most  power-operated movable equipment  
acqui red af ter  1987 used for  moving,  
excavat ing,  p lac ing,  or  compact ing ear th,  rock,  
concrete,  or  asphal t  

30% 

39 Machinery and equipment  acqui red af ter  1987 
that  is  used in Canada pr imar i ly  to  manufacture 
and process goods for  sa le or  lease 

25% 



–  1 7 2  –  

Class 
number Descript ion 

CCA 
rate 

43 Manufactur ing and processing machinery and 
equipment  acqui red af ter  February 25,  1992,  
descr ibed in  c lass 39 on page 171 [above]  

30% 

44 Patents and l icences to use patents for  a 
l imi ted or  unl imi ted per iod that  the corporat ion 
acqui red af ter  Apr i l  26,  1993 – However,  you 
can e lect  not  to  inc lude such property  in  
c lass 44 by at taching a le t ter  to  the return for  
the year  the corporat ion acquired the property .  
In  the le t ter ,  ind icate the property  you do not  
want  to  inc lude in  c lass 44.  

25% 

45 Computer  equipment  that  is  "general -purpose 
e lect ronic  data processing equipment  and 
system sof tware"  inc luded in paragraph f  o f  
c lass 10 acquired af ter  March 22,  2004 

45% 



–  1 7 3  –  

Class 
number Descript ion 

CCA 
rate 

46 Data network in f rast ructure equipment  that  
supports  advanced te lecommunicat ion 
appl icat ions,  acqui red af ter  March 22,  2004 – I t  
inc ludes assets such as swi tches,  mul t ip lexers,  
routers,  hubs,  modems and domain name 
servers that  are used to contro l ,  t ransfer ,  
modulate and d i rect  data,  but  does not  inc lude 
of f ice equipment  such as te lephones,  ce l l  
phones or  fax machines,  or  property  such as 
wires,  cables or  s t ructures.  

30% 

Complet ing Schedule 8 

This sect ion expla ins how to complete each column of  Schedule 8.  
Use a separate l ine for  each c lass of  proper ty .  
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Column 1 – Class number 

Ident i fy  each c lass of  property  wi th the assigned c lass number.  

General ly ,  you have to group a l l  depreciable proper ty  of  the same 
c lass together .  Then,  ca lculate CCA on the undepreciated capi ta l  cost  
of  a l l  the property  in  that  c lass.  

However,  somet imes you have to mainta in a separate record for  each 
property  in  the same c lass.  For  example,  l is t  on separate l ines 
property  that  you would usual ly  group in the same c lass but  use to 
earn income f rom di f ferent  sources.  Also,  l is t  on a separate l ine each 
c lass 10.1 passenger vehic le and property  you e lected to ident i fy  in  a 
separate c lass under Regulat ion 1101(5q) .  

Note 
I f  a  c lass number has not  been provided in Schedule I I  o f  the 
INCOME TAX REGULATIONS for  a par t icu lar  c lass of  proper ty ,  use the 
subsect ion prov ided in  Regulat ion 1101.  

Reference 
Regulat ion 1101 
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Column 2 – Undepreciated capital  cost at  the beginning of  the 
year 

Enter  the amount  of  the undepreciated capi ta l  cost  at  the end of  the 
preceding taxation year.  

Column 3 – Cost of  acquisit ions during the year 

For each c lass,  enter  the tota l  cost  of  depreciable property  you 
acquired and had avai lable for  use in  the taxat ion year .  The cost  of  
acquis i t ions general ly  means the fu l l  cost  of  acqui r ing the property ,  
inc luding legal ,  account ing,  engineer ing,  and other  fees.  Land is not 
a depreciable property,  and is therefore not el igible for CCA.  

Do not  enter  sect ion 85 t ransfers in  th is  column. 

Column 4 – Net adjustments 

In  some cases,  you wi l l  have to adjust  the capi ta l  cost  of  a property .  
In  column 4,  enter  the amounts that  wi l l  e i ther  reduce  or  increase  the 
capi ta l  cost .  
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Reduce  the capi ta l  cost  of  a property  by the fo l lowing amounts:  

• any goods and serv ices tax/harmonized sales tax (GST/HST) input  
tax credi t  c la imed or  ent i t led to be c la imed,  or  rebate received or 
enti t led to be received in the year;  

• any federal  investment  tax credi ts  ( ITCs) used to reduce taxes 
payable or  c la imed as a refund in  the preceding taxat ion year ;  

• any reduct ion of  capi ta l  cost  af ter  the appl icat ion of  sect ion 80;  

• any prov inc ia l  or  terr i tor ia l  ITCs received or  ent i t led to be received 
in  the current  year ;  and 

• any government  ass is tance received or  ent i t led to be received in  
the year .  

Add  to  the capi ta l  cost  of  the property :  

• any depreciable proper ty  t ransferred f rom an amalgamated or  
wound-up subsid iary;  

• any repayment  of  GST/HST input  tax credi t  prev iously  c la imed;  

• any depreciable proper ty  t ransferred under sect ion 85;  and 
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• any government  ass is tance repaid in  the year  that  prev iously  
reduced the capi ta l  cost .  

Show the amounts that  reduce the capi ta l  cost  in  brackets.  Do not  
inc lude them as income. 

Note 
A corporat ion that  receives an amount  of  non-government  
ass is tance to buy depreciable property  has the opt ion of  e i ther  
reducing the capi ta l  cost  of  the property  by th is  amount ,  or  inc luding 
i t  in  i ts  income. 

References 
Subsect ions 13(7.1) ,  13(7.4) ,  and 13(21)  

Paragraph 12(1)(x)  

IT-285,  CAPITAL  COST ALLOWANCE – GENERAL COMMENTS 

Column 5 – Proceeds of  disposit ions during the year 

For each c lass,  you usual ly  enter  the tota l  proceeds of  d isposi t ion 
received or  ent i t led to be received for  proper ty  d isposed of  dur ing the 
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year .  However,  i f  you d isposed of  the property  for  more than i ts  
capi ta l  cost ,  enter  the capi ta l  cost ,  not  the actual  proceeds of  
d isposi t ion.  

A capi ta l  gain resul ts  when you d ispose of  a depreciable proper ty  for  
more than i ts  capi ta l  cost .  However,  losses on depreciable proper ty  
do not  resul t  in  capi ta l  losses.  They may resul t  in  terminal  losses.  
See column 6 for  more deta i ls  about  terminal  losses.  

Column 6 – Undepreciated capital  cost 

To calculate the amount  you have to enter  in  column 6:  

• add the amounts in  co lumns 2 and 3;  

• ei ther  subtract  or  add the amount  in  column 4 (subtract  i f  i t  is  a 
negat ive amount ,  or  add i f  i t  is  a posi t ive amount) ;  and 

• subtract  the amount  in  column 5.  

You cannot  c la im CCA when the amount  in  co lumn 6 is :  

• posi t ive,  and no property  is  le f t  in  that  c lass at  the end of  the 
taxat ion year  (a terminal  loss ) ;  or  
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• negat ive (a recapture of  CCA ) .  

Terminal  loss 

A terminal  loss resul ts  when you d ispose of  a l l  the property  in  a 
par t icu lar  c lass and there is  an amount  of  undepreciated capi ta l  cost  
le f t  in  co lumn 6.  You have to deduct  the terminal  loss f rom income. 
For  deta i ls ,  see example 1 under the heading "Schedule 8 examples"  
that  fo l lows.  

Recapture of  CCA 

I f  the amount  in  column 6 is  negat ive,  you have a recapture of  CCA. A 
recapture of  CCA occurs when the proceeds of  d isposi t ion in  column 5 
are more than the tota l  o f  co lumns 2 and 3,  p lus or  minus the amount  
in  column 4 of  that  c lass.  You have to add the recapture to income. 
For  deta i ls ,  see example 2 under the heading "Schedule 8 examples"  
that  fo l lows.  

The recapture and terminal  loss ru les do not  apply to passenger 
vehic les in  c lass 10.1.  
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Enter  the recapture or  terminal  loss f rom column 6 in  column 10 or  11.  
In  th is  case,  do not  complete the rest  of  the columns for  that  l ine.  

Column 7 – 50% rule 

General ly ,  proper ty  acqui red that  is  avai lable for  use dur ing the 
taxat ion year  is  only  e l ig ib le for  50% of  the normal  maximum CCA for  
the year .  You can c la im fu l l  CCA for  that  property  in  the next  taxat ion 
year .  

To apply the 50% ru le,  the undepreciated capi ta l  cost  of  the property  
has to be adjusted.  This adjustment  is  equal  to  one-hal f  o f  the net  
amount  of  addi t ions to the c lass ( the net  cost  of  acquis i t ions minus 
the proceeds of  d isposi t ions) .  Enter  th is  amount  in  column 7.  For  
deta i ls ,  see example 3 under the heading "Schedule 8 examples"  that  
fo l lows.  

When apply ing the 50% ru le,  the net  amount  of  addi t ions must  take 
in to account  some adjustments in  column 4 (p lus or  minus) .  However,  
do not  reduce the net  amount  of  addi t ions by the ITC c la imed in the 
preceding taxat ion year  and inc luded in column 4.  



–  1 8 1  –  

Cer ta in proper t ies acquired through non-arm's- length t ransfers or  
but ter f ly  t ransfers (which occur  in  the course of  cer ta in 
reorganizat ions)  are exempt f rom the 50% ru le.  

References 
Regulat ion 1100(2)  

IT-285,  CAPITAL  COST ALLOWANCE – GENERAL COMMENTS 

Column 8 – Reduced undepreciated capital  cost 

In  th is  column, enter  the amount  you get  when you subtract  the 
amount  in  column 7 f rom the amount  in  column 6.  

Column 9 – CCA rate 

Enter  the prescr ibed rate that  appl ies,  as prov ided for  under Part  XI   
o f  the Regulat ions.  I f  a  speci f ic  rate has not  been provided for  a 
par t icu lar  c lass of  property ,  enter  N/A in th is  column. 
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Column 10 – Recapture of  capital  cost al lowance 

In  column 6,  enter  the amount  of  recapture calculated.  Be sure you 
inc lude the recapture as income. Enter  the tota l  o f  amounts in  
co lumn 10 on l ine 107 of  Schedule 1.  

Column 11 – Terminal  loss 

Enter  the terminal  loss calculated in  column 6.  Deduct  the terminal  
loss f rom income. Enter  the tota l  o f  amounts in  column 11 on l ine 404 
of  Schedule 1.  

Column 12 – Capital  cost al lowance 

To c la im the maximum CCA for  each c lass,  mul t ip ly  the amount  in  
column 8 by the rate in  column 9,  and enter  the resul t  in  co lumn 12.  
You do not  have to c la im the maximum al lowable CCA. You can c la im 
any amount  up to the maximum. 

I f  the taxat ion year  is  less than 365 days,  prorate the CCA c la im for  
a l l  proper ty  except  for  those c lasses of  property  that  Regulat ion 
1100(3)  exc ludes.  The except ions in  Regulat ion 1100(3)  inc lude:  
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• class 14 assets;  

• class 15 assets;  

• t imber l imi ts  and cut t ing r ights;  

• industr ia l  minera l  mines;  

• cer t i f ied product ions;  and 

• cer ta in min ing equipment  in  c lasses 28 and 41.  

A draf t  regulat ion proposes to inc lude Canadian f i lm or  v ideo 
product ions in  the except ions in  Regulat ion 1100(3) .  

To determine the maximum CCA c la im,  mul t ip ly  the maximum CCA for  
a complete year  by the number of  days in  the taxat ion year  d iv ided 
by 365.  

References 
Regulat ion 1100(3)  

IT-147,  CAPITAL  COST ALLOWANCE – ACCELERATED WRITE-OFF OF 
MANUFACTURING AND PROCESSING MACHINERY AND EQUIPMENT 

IT-285,  CAPITAL  COST ALLOWANCE – GENERAL COMMENTS 
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The tota l  o f  a l l  amounts in  column 12 is  the CCA c la im for  the taxat ion 
year .  Deduct  th is  amount  on l ine 403 of  Schedule 1.  

Note 
I f  you want  to change the amount  of  CCA c la imed in a taxat ion year ,  
send a wr i t ten request  wi th in 90 days of  the date on the NOTICE OF 
ASSESSMENT or  NOTICE OF REASSESSMENT.  Only under cer ta in 
c i rcumstances can we make adjustments af ter  the 90-day per iod has 
expi red.  For  more in format ion,  see Informat ion Circular  84-1,  
REVIS ION OF CAPITAL  COST ALLOWANCE CLAIMS AND OTHER PERMISSIVE 
DEDUCTIONS.  

Column 13 – Undepreciated capital  cost at  the end of  the year 

Subtract  the amount  in  column 12 f rom the amount  in  column 6 and 
enter  the d i f ference.  

When there is  a recapture of  CCA or  a terminal  loss for  a par t icu lar  
c lass in  the year ,  the undepreciated capi ta l  cost  at  the end of  the year  
is  a lways n i l .  
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Schedule 8 examples 

Example 1 
An import -expor t  business decided to sel l  i ts  warehouse,  because i t  
is  bet ter  to  lease instead.  The business received $30,000 for  the 
warehouse.  At  the end of  the 2005 taxat ion year ,  the business had 
no more assets in  c lass 3.  

The business 's  Schedule 8 for  i ts  2005 taxat ion year  looks l ike th is :  
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 1 

Class 
number   

2  

Undepreciated  
capi ta l  cost  at  the 
beginning of  the 

year  (undepreciated 
capi ta l  cost  at  the  

end of  the year  
f rom previous 

year 's  CCA 
schedule)  

 

3  

Cost  of  acquis i t ions 
dur ing the year  
(new property  

must  be avai lab le 
for  use)  

 

1 .  3  $35,000   

2.      

3.      

4.      

200 201 203 
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4 

Net  
adjustments 

(show 
negat ive 

amounts in  
brackets)  

 

5  

Proceeds of  
d isposi t ions 

dur ing the year  
(amount  not  to  

exceed the 
capi ta l  cost)  

 

6  

Undepreciated 
capi ta l  cost  

(co lumn 2 plus  
co lumn 3 plus  or  
minus  co lumn 4 
minus  co lumn 5)  

 

1 .   $30,000 $5,000  
2.      
3.      
4.      

207 205 
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7  

50% ru le (1/2 of  
the amount ,  i f  
any,  by which 
the net  cost  of  

acquis i t ions 
exceeds 

column 5)  
211 
211 

 

8  

Reduced  
undepreciated capi ta l  

cost   
(co lumn 6 minus  

co lumn 7)  

9 

CCA rate 
% 

 

1.   $5,000 N/A  
2.      
3.      
4.      

212 211 
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 10 

Recapture 
of  capi ta l  

cost  
a l lowance 

 

11 

Terminal   
loss 

12 

Capi ta l  
cost  

a l lowance 
(column 8 
mult ipl ied  

by 
column 9;  
or  a lower 
amount)  

 

13 

Undepreciated 
capi ta l  cost  at  
the end of  the 

year  
(co lumn 6 

minus  
co lumn 12)  

 

1.   $5,000   
2.      
3.      
4.      

The amount  in  co lumn 11 is  a terminal  loss.  

215 220 213 217 
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The import -expor t  business deducts the $5,000 terminal  loss f rom 
i ts  income ( l ine 404 of  Schedule 1) .   

Example 2 
A c loth ing company bought  a sewing machine in  2003 for  $10,000.  
Now, because of  the overwhelming success the company has had in 
the reta i l  end of  the business,  i t  has decided to concentrate sole ly  
on reta i l ing.  As a resul t ,  the company sold i ts  sewing machine in  
2005 for  $12,000.  At  the beginning of  2005,  the undepreciated 
capi ta l  cost  of  the sewing machine was $9,500.  

The company's  Schedule 8 for  i ts  2005 taxat ion year  looks l ike th is :  
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 1 

Class 
number   

2  

Undepreciated  
capi ta l  cost  at  the 
beginning of  the 

year  (undepreciated 
capi ta l  cost  at  the 

end of  the year  
f rom previous 

year 's  CCA 
schedule)  

 

3  

Cost  of  acquis i t ions 
dur ing the year  
(new property  

must  be avai lab le 
for  use)  

 

1 .  8  $9,500   

2.      

3.      

4.      

200 201 203 
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4 

Net  
adjustments 

(show 
negat ive 

amounts in  
brackets)  

 

5  

Proceeds of  
d isposi t ions 

dur ing the year  
(amount  not  to  

exceed the 
capi ta l  cost)  

 

6  

Undepreciated 
capi ta l  cost  

(co lumn 2 plus  
co lumn 3 plus  or  
minus  co lumn 4 
minus  co lumn 5)  

 

1 .   $10,000 (500)   
2.      
3.      
4.      

207 205 
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7  

50% ru le (1/2 of  
the amount ,  i f  
any,  by which 
the net  cost  of  

acquis i t ions 
exceeds 

column 5)  
211 
211 

 

8  

Reduced undepreciated 
capi ta l  cost  (co lumn 6 

minus  co lumn 7)  

9 

CCA rate 
% 

 

1.   (500)  N/A  
2.      
3.      
4.      

212 211 
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10 

Recapture 
of  capi ta l  

cost  
a l lowance 

 

11 

Terminal   
loss 

12 

Capi ta l  
cost  

a l lowance 
(column 8 
mult ipl ied  

by 
column 9;  
or  a lower 
amount)  

 

13 

Undepreciated 
capi ta l  cost  at  
the end of  the 
year  (co lumn 6 

minus  
co lumn 12)  

 

1.  $500    
2.      
3.      
4.      

The amount  in  column 10 is  the recapture of  CCA. 

215 220 213 217 
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The c loth ing company inc ludes the $500 recapture in  i ts  income 
( l ine 107 of  Schedule 1) .  The capi ta l  gain is  $12,000 minus $10,000,  
which equals $2,000.  

Example 3 
In  the 2005 taxat ion year ,  a bookstore bought  a photocopier  to  help 
keep up wi th the paperwork,  and star ted us ing i t  r ight  away.  The 
copier  cost  $5,000.  The bookstore has to apply the 50% ru le when i t  
ca lculates the amount  of  CCA i t  can deduct  for  2005.  

The bookstore 's  Schedule 8 for  i ts  2005 taxat ion year  looks l ike th is :  
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 1 

Class 
number   

2  

Undepreciated  
capi ta l  cost  at  the 
beginning of  the 

year  (undepreciated 
capi ta l  cost  at  the  

end of  the year  
f rom previous 

year 's  CCA 
schedule)  

 

3  

Cost  of  acquis i t ions 
dur ing the year  
(new property  

must  be avai lab le 
for  use)  

 

1 .  8  $10,000 $5,000  

2.      

3.      

4.      

200 201 203 
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4 

Net  
adjustments 

(show 
negat ive 

amounts in  
brackets)  

 

5  

Proceeds of  
d isposi t ions 

dur ing the year  
(amount  not  to  

exceed the 
capi ta l  cost)  

 

6  

Undepreciated 
capi ta l  cost  

(co lumn 2 plus  
co lumn 3 plus  or  
minus  co lumn 4 
minus  co lumn 5)  

 

1 .    $15,000  
2.      
3.      
4.      

207 205 
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7  

50% ru le (1/2 of  
the amount ,  i f  
any,  by which 
the net  cost  of  

acquis i t ions 
exceeds 

column 5)  
211 
211 

 

8  

Reduced  
undepreciated capi ta l  

cost   
(co lumn 6 minus  

co lumn 7)  

9 

CCA rate 
% 

 

1.  $2,500 $12,500 20  
2.      
3.      
4.      

212 211 
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10 

Recapture 
of  capi ta l  

cost  
a l lowance 

 

11 

Terminal  
loss 

12 

Capi ta l  cost  
a l lowance 
(column 8 

mult ipl ied  by 
column 9;  or  

a lower 
amount)  

 

13 

Undepreciated 
capi ta l  cost  at  
the end of  the 
year  (co lumn 6 

minus  
co lumn 12)  

 

1.    $2,500 $12,500 

2.      
3.      
4.      

Schedule 10,  Cumulat ive El igible Capital  Deduction  

Complete Schedule 10 to calculate the cumulat ive e l ig ib le capi ta l  
deduct ion.  

215 220 213 217 
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Some business-re lated expendi tures are capi ta l  in  nature.  
Corporat ions incur  these expendi tures,  ca l led e l ig ib le capi ta l  
expendi tures,  to  buy in tangib le capi ta l  proper ty ,  known as el igible 
capital  property.  Some examples of  e l ig ib le capi ta l  proper ty  are:  

• goodwi l l ;  

• t rademarks;  

• f ranchises,  concessions,  or  l icences for  an unl imi ted per iod;  and 

• patents,  and l icences to use patents for  an unl imi ted per iod,  that  
you e lect  not  to  inc lude in c lass 44.  For  more in format ion on 
c lass 44,  see the CCA rates and c lasses char t  on page 167 [33] .  

Expenses you incur  for  incorporat ion,  reorganizat ion,  or  amalgamat ion 
a lso qual i fy  as e l ig ib le capi ta l  expendi tures.  

El ig ib le capi ta l  expendi tures are not  deduct ib le in  fu l l ,  and they are 
not  e l ig ib le for  CCA. However,  they may qual i fy  for  a par t ia l  deduct ion 
cal led a cumulat ive el igible capital  deduction.  

The cumulat ive e l ig ib le capi ta l  (CEC) account  is  the account  you set  
up to keep t rack of  your  e l ig ib le capi ta l  expendi tures.  Calculate your  
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CEC account  balance on Schedule 10.  Each year ,  you can deduct  up 
to 7% of  the balance.  

Complete par t  1 of  Schedule 10 and c la im the amount  at  l ine 250 on 
l ine 405 of  Schedule 1.   

Show any amount  at  l ine 222,  "Cost  of  e l ig ib le capi ta l  proper ty  
acqui red dur ing the taxat ion year , "  exc luding any adjustments,  such 
as government  ass is tance,  repayment  of  government  ass is tance,  and 
sect ion 85 t ransfers.  Enter  adjustments at  l ine 226 i f  they increase 
the e l ig ib le capi ta l  cost  or  at  l ine 246 i f  they reduce i t .  

When complet ing par t  1 of  Schedule 10,  i f  you have a negat ive 
balance on your  CEC account ,  you have to complete par t  2.  On 
l ine 108 of  Schedule 1,  enter  the amount  you calculated at  l ine 410.  
You must  prorate the deduct ion for  a shor t  taxat ion year .  

References 
Subsect ion 14(5)  

Paragraph 20(1)(b)  
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Sect ion 85 

IT-143,  MEANING OF EL IGIBLE CAPITAL  EXPENDITURE 

Schedule 12,  Resource-Related Deductions  

You have to complete the appropr iate par t (s)  of  Schedule 12 i f  you 
are c la iming any of  the fo l lowing deduct ions on Schedule 1:  

• Canadian development  expenses;  

• Canadian explorat ion expenses;  

• Canadian o i l  and gas proper ty  expenses;  

• deplet ion;   

• fore ign explorat ion and development  expenses;  

• speci f ied fore ign explorat ion and development  expenses;  or  

• fore ign resource expenses.  

Schedule 12 g ives deta i ls  for  the calculat ions requi red.  
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References 
Part  XI I  o f  the Regulat ions 

Sect ions 65 and 66 

Schedule 13,  Continuity of  Reserves  

You have to complete Schedule 13 to show the cont inui ty  of  a l l  
reserves.  Indicate,  on the appropr iate l ines,  the pr ior-year  and the 
current-year  reserves as wel l  as the reserve t ransferred f rom an 
amalgamat ion or  wind-up.  I f  your  corporat ion or  the predecessor  
corporat ion deducted a reserve amount  last  year ,  add that  amount  to 
current-year  income and establ ish a new reserve amount .  

Complete Schedule 13 as fo l lows:  

Part  1 – Capital  gains reserves 

Establ ish the cont inui ty  of  reserves for  each d i f ferent  property .  Unl ike 
other  reserves,  you have to repor t  the tota l  capi ta l  gain reserves that  
you and the predecessor  corporat ion deducted last  year .  Add the 
current-year  reserve on Schedule 6 to calculate the current-year  
capi ta l  gain.  See page 140 [28]  for  more deta i ls .  
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Part  2 – Other reserves 

In  th is  par t ,  establ ish the cont inui ty  of  the fo l lowing reserves:  

• reserve for  doubt fu l  debts;  

• reserve for  undel ivered goods and serv ices not  rendered;  

• reserve for  prepaid rent ;  

• reserve for  December 31,  1995,  income f rom par tnership;  

• reserve for  returnable conta iners;  

• reserve for  unpaid amounts;  and 

• other  tax reserves.  

Enter ,  on l ine 125 of  Schedule 1,  the tota l  o f  the balance of  your  
reserve at  the beginning of  the year  ( l ine 270 of  Schedule 13)  p lus the 
amount  of  reserve t ransferred on wind-up/amalgamat ion ( l ine 275 of  
Schedule 13) .  

Enter ,  on l ine 413 of  Schedule 1,  the balance at  the end of  the year  
( l ine 280 of  Schedule 13) .  
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Enter ,  on l ine 414 of  Schedule 1,  the balance at  the beginning of  the 
year  of  reserves f rom f inancia l  s tatements.  Enter ,  on l ine 126 of  
Schedule 1,  the balance at  the end of  the year  of  reserves f rom 
f inancia l  s tatements.  

References 
IT-152,  SPECIAL  RESERVES – SALE OF LAND 

IT-154,  SPECIAL  RESERVES 

IT-442,  BAD DEBTS AND RESERVES FOR DOUBTFUL DEBTS 

Schedule 16,  Patronage Dividend Deduction  

Complete Schedule 16 wi th the return i f  c la iming a patronage d iv idend 
deduct ion.  This  deduct ion is  for  payments made to customers for  
a l locat ions in  proport ion to patronage.  An al location in proport ion to 
patronage  ent i t les a customer to receive payment  calculated at  a rate 
re lat ing to the quant i ty ,  qual i ty ,  or  va lue of  e i ther  goods or  products 
sold or  serv ices rendered.  



–  2 0 6  –  

Corporat ions have to pay amounts that  qual i fy  for  th is  deduct ion 
e i ther  dur ing the taxat ion year ,  or  in  the 12 months that  fo l low the 
taxat ion year .  

Members of  cer ta in agr icu l tura l  co-operat ive corporat ions can defer  
inc luding in  income patronage d iv idends in  the form of  shares 
issued af ter  2005 and before 2016 to the year  of  thei r  d isposal .  
A lso,  an e l ig ib le agr icu l tura l  co-operat ive for  a par t icu lar  taxat ion 
year  can deduct  patronage d iv idends issued in the form of  shares 
but  deduct ions can be no more than 85% of  i ts  income for  that  year  
that  is  at t r ibutable to business done wi th i ts  members.  

Corporat ions other  than credi t  unions and co-operat ive corporat ions 
cannot  deduct  patronage d iv idends paid af ter  March 22,  2004,  to  
non-arms length persons.  

Par ts  1 and 2 of  Schedule 16 g ive deta i ls  on how to calculate the 
a l lowable patronage d iv idend deduct ion.  Enter  th is  deduct ion on 
l ine 416 of  Schedule 1.  
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I f  you are c la iming a patronage d iv idend deduct ion,  you a lso have to 
complete par t  4 of  Schedule 16 ent i t led "Calculat ion of  income f rom 
an act ive business carr ied on in  Canada (ABI) . "  Enter  the amount  f rom 
l ine 124 at  l ine 400 of  the return.  

References 
Sect ion 135 

IT-362,  PATRONAGE DIV IDENDS 

Schedule 17,  Credit  Union Deductions  

As a credi t  union,  you may be c la iming a l locat ions for  bonus in terest  
payments and a l locat ions in  propor t ion to borrowing.  I f  so,  prov ide us 
wi th the appropr iate in format ion by complet ing Schedule 17.  

Use th is  schedule to calculate the "addi t ional  deduct ion – credi t  
unions"  to reduce Part  I  tax.  For  deta i ls  on th is  addi t ional  deduct ion,  
see "L ine 628 – Addi t ional  deduct ions – credi t  unions"  on 
page 311 [57] .  

A credi t  union can deduct  f rom i ts  income for  a taxat ion year  both the 
tota l  o f  a l l  bonus in terest  payments and the payments i t  made to i ts  
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members for  a l locat ions in  proport ion to borrowing.  I t  can a lso deduct  
payments made in the 12 months af ter  the end of  the taxat ion year .  
However,  the credi t  union cannot  deduct  an amount  i f  i t  could have 
deducted i t  in  the prev ious taxat ion year .  

The al location in proport ion to borrowing  for  a taxat ion year  means 
an amount  a credi t  union credi ts  to  a member that  is  ent i t led to,  or  wi l l  
receive,  th is  amount .  

On Schedule 17,  you have to calculate the payment  made in 
proport ion to borrowing at  a rate that  is  re lated to:  

• the amount  of  in terest  payable by the member on money the 
member borrowed f rom the credi t  union;  or  

• the amount  of  money the member borrowed f rom the credi t  union.  

You have to calculate the bonus in terest  payment  at  a rate that  is  
re lated to:  

• the in terest  payable by the credi t  union on money standing to the 
member 's  credi t ;  or  

• the amount  of  money standing to the member 's  credi t .  
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The amount  the credi t  union credi ted to the member has to bear  the 
same rate as the in terest  or  money that  the credi t  union s imi lar ly  
credi ted to a l l  o ther  members of  the credi t  union of  the same c lass.  

Complete the appropr iate par ts  of  Schedule 17 to calculate th is  
deduct ion.  Add l ines 305 and 315 of  Schedule 17 and enter  the resul t  
on l ine 315 of  Schedule 1.  

References 
Subsect ions 137(2)  and 137(6)  

Form T661,  Claim for Scienti f ic Research and Experimental  
Development (SR&ED) Carr ied out in Canada 

We publ ish guide T4088,  ca l led CLAIMING SCIENTIF IC  RESEARCH AND 
EXPERIMENTAL DEVELOPMENT – GUIDE TO FORM T661,  which g ives 
deta i ls  on how to complete Form T661.  For  more in format ion,  see  
our  Web s i te  at  www.cra.gc.ca/sred.  

F i le  a current  vers ion of  Form T661 i f  you carry on business in  
Canada and have incurred expendi tures for  sc ient i f ic  research and 
exper imenta l  development  (SR&ED) you carr ied on in  Canada.  
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To be a qual i f ied expendi ture,  the amount  has to be for  SR&ED 
carr ied on " in  Canada."  For  SR&ED expendi tures made af ter  
February 22,  2005,  the expression " in  Canada" inc ludes the 
"exclus ive economic zone" (as def ined in  the OCEANS ACT to 
general ly  consis t  of  an area that  is  wi th in 200 naut ica l  mi les f rom 
the Canadian coast l ine) ,  inc luding the a i rspace,  seabed,  and 
subsoi l  in  respect  of  that  zone.  For  SR&ED expendi tures made pr ior  
to  February 23,  2005,  the expression " in  Canada" general ly  
inc ludes the 12-naut ica l -mi le  terr i tor ia l  sea.  

To avoid delays in  processing,  use the most  recent  vers ion of  
Form T661.  

Current  and capi ta l  SR&ED expendi tures form a specia l  pool  that  you 
can deduct  in  the current  year .  You can a lso carry forward to any 
future year  the expendi tures in  that  pool  as long as you have not  
deducted them before.  

Enter  the sc ient i f ic  research expenses c la imed in the year ,  on 
l ine 411 of  Schedule 1.  
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Form T661 summarizes the costs for  a l l  SR&ED projects.  You have to 
complete the form and p lace i t  on top of  the return for  the taxat ion 
year  you incur  SR&ED expendi tures.  F i le  Form T661 whether  or  not  
you c la im an investment  tax credi t  ( ITC).  I f  you do not  f i le  Form T661 
and Schedule 31,  INVESTMENT TAX CREDIT – CORPORATIONS,  on or  
before the day that  is  12 months af ter  your  f i l ing due-date for  the 
taxat ion year  in  which the SR&ED expendi tures were made,  you 
cannot  c la im SR&ED expendi tures and an ITC for  that  year .  For  more 
in format ion,  see "L ine 652 – Investment  tax credi t "  on page 323 [59] .  

When a corporat ion is  a member of  a par tnership that  incurs SR&ED 
expendi tures,  the par tnership has to f i le  Form T661 a long wi th the 
T5013 Summary,  PARTNERSHIP  INFORMATION RETURN.  Each par tner  has 
to f i le  a T5013 s l ip ,  STATEMENT OF PARTNERSHIP  INCOME,  showing i ts  
share of  the expendi tures.  I f  the par tnership is  exempt f rom f i l ing 
( for  example,  i t  has fewer than s ix  members) ,  each par tner  has to f i le  
Form T661 wi th i ts  return.  

References 
Subsect ions 37(1) ,  149(7) ,  and 149(7.1)  

Regulat ion 2900 
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IC 86-4,  SCIENTIF IC  RESEARCH AND EXPERIMENTAL DEVELOPMENT 

IT-151,  SCIENTIF IC  RESEARCH AND EXPERIMENTAL DEVELOPMENT 
EXPENDITURES 

T4052,  AN INTRODUCTION TO THE SCIENTIF IC  RESEARCH AND 
EXPERIMENTAL DEVELOPMENT PROGRAM 

T4088,  CLAIMING SCIENTIF IC  RESEARCH AND EXPERIMENTAL 
DEVELOPMENT – GUIDE TO FORM T661 

Losses 
Current-year losses 

A corporat ion may not  a lways have net  income to repor t  on l ine 300.  
Instead,  i t  may have incurred a loss for  the year .  The d i f ferent  types 
of  losses a corporat ion can incur  are:  

• non-capi ta l  loss;  

• capi ta l  loss;  

• farm loss;  
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• rest r ic ted farm loss;  and 

• l imi ted par tnership loss.  

The appl icat ion and cont inui ty  of  these losses are calculated on 
Schedule 4,  CORPORATION LOSS CONTINUITY AND APPLICATION.  
In format ion on how to complete Schedule 4 fo l lows th is  sect ion.  

On l ine 300,  enter  in  brackets the net  loss for  the year .  

Applying losses 

A corporat ion can apply unused losses and deduct  them f rom income 
i t  earned in the current  taxat ion year  or  in  pr ior  taxat ion years.  
Schedule 4 is  a lso used to record the var ious losses ( inc luding capi ta l  
losses determined on Schedule 6)  and to ind icate how to apply these 
losses to other  years and how to deduct  the d i f ferent  types of  
pr ior-year  losses.  

Note 
You can choose whether  or  not  to  deduct  an avai lable loss f rom 
income in a taxat ion year .  You can deduct  losses in  any order .  
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However,  for  each type of  loss,  make sure to deduct  the o ldest  
avai lable loss f i rs t .  

Losses carryback 

Use Schedule 4 to request  the carryback of  any losses to pr ior  years.  

You can use losses in  any order ,  but  consider  the fo l lowing:  

• a current-year  non-capi ta l  loss or  farm loss can reduce any k ind of  
income or  taxable d iv idends subject  to  Par t  IV tax for  the three 
preceding years;  

• a net  capi ta l  loss can reduce taxable capi ta l  gains inc luded in your  
income for  the three preceding years;  

• a restr ic ted farm loss can reduce farming income for  the three 
preceding years;  and 

• a l is ted personal  proper ty  loss can reduce capi ta l  gains incurred on 
l is ted personal  proper ty  for  the three preceding years.  

Except  for  net  capi ta l  losses,  you cannot  use other  year  losses to 
create or  increase a non-capi ta l  loss for  the taxat ion year .  
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In  the corresponding par t  of  Schedule 4,  enter  the amount  carr ied 
back to pr ior  years.  

I f  you do not  at tach your  request  to  the return,  you can send i t  
separate ly  to your  tax centre.  

Calculat ing losses when there is a change in control  

Fol lowing an acquis i t ion of  contro l ,  specia l  ru les apply for  ca lculat ing 
and deduct ing net  capi ta l  losses,  non-capi ta l  losses,  and farm losses.  
See the fo l lowing references for  deta i ls .  

References 
Subsect ions 111(4)  and 111(5)  

IT-302,  LOSSES OF A  CORPORATION – THE EFFECT THAT ACQUIS IT IONS  
OF  CONTROL,  AMALGAMATIONS,  AND WINDINGS-UP HAVE ON THEIR  
DEDUCTIB IL ITY – AFTER JANUARY 15,  1987 
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How to complete Schedule 4, Corporation Loss Continuity 
and Application 
Part  1 – Non-capital  losses 

Determination of  current-year non-capital  loss 

To determine the current-year  non-capi ta l  loss,  you have to complete 
par t  1 as fo l lows:  

Net income ( loss) for income tax purposes – income f rom al l  
sources minus losses f rom business and property ,  p lus or  minus the 
adjustments on Schedule 1;  

deduct 

net  capital  losses deducted in the year – net  capi ta l  losses f rom 
previous years  used to reduce taxable capi ta l  gains inc luded in 
income; 

taxable dividends deductible – taxable d iv idends received,  
deduct ib le under sect ion 112 or  113 or  subsect ion 138(6)  ( for  
deta i ls ,  see L ine 320 on page 259 [47]  ) ;  
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amount of  Part  VI .1 tax deductible – unused Part  VI .1 tax 
deduct ib le in  the taxable income calculat ion;  and 

amount deductible as prospector 's and grubstaker 's shares – 
paragraph 110(1)(d.2)  – the amount  deduct ib le is  the value of  any 
shares received f rom a corporat ion on d isposi t ion of  a r ight  or  a 
min ing property ,  except  i f  the amount  is  exempt f rom tax in  Canada 
by v i r tue of  one of  Canada's tax t reat ies,  mul t ip l ied by 1/2.  

Subtotal  –  i f  the resul t  is  posi t ive,  enter  "0" ;  

deduct 

section 110.5 or subparagraph 115(1)(a)(vi i )  –  addit ion for 
foreign tax deductions – any amounts added to the taxable income 
to use fore ign tax deduct ions you could not  otherwise deduct  f rom 
Part  I  tax.  For  deta i ls ,  see L ine 355 on page 267 [48] ;  

add 

current-year farm loss – whichever is  less:  the net  loss f rom 
farming or  f ish ing inc luded in the income, or  the non-capi ta l  loss 
before deduct ing the farm loss.  
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I f  the resul t  a f ter  the calculat ion shown under par t  1 is  negat ive,  enter  
th is  resul t  (as posi t ive)  on l ine 110 as the current-year  non-capi ta l  
loss.  

Note 
You cannot  use pr ior-year  losses to create or  increase a 
current-year  non-capi ta l  loss,  except  wi th net  capi ta l  losses of  other  
years.  

References 
Subsect ion 111(8)  

IT-302,  LOSSES OF A  CORPORATION – THE EFFECT THAT ACQUIS IT IONS  
OF  CONTROL,  AMALGAMATIONS AND WINDINGS-UP HAVE ON THEIR  
DEDUCTIB IL ITY – AFTER JANUARY 15,  1987 

Continuity of  non-capital  losses and request for carryback 

Use th is  box to establ ish the cont inui ty  of  non-capi ta l  losses and to 
carry back a current-year  non-capi ta l  loss to pr ior  years.  
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The current-year  non-capi ta l  loss can reduce any k ind of  income or  
taxable d iv idends subject  to  Par t  IV tax for  the three preceding 
taxat ion years and for  the seven fo l lowing taxat ion years.   

For  losses incurred in  taxat ion years ending af ter  March 22,  2004,  the 
carry- forward per iod is  for  the ten fo l lowing taxat ion years.  

Complete th is  box as fo l lows:  

Amount  of  non-capi ta l  losses at  the end of  the preceding taxat ion 
year ;  

deduct 

l ine 100 – amount  of  non-capi ta l  loss expi red af ter  seven taxat ion 
years.  A non-capi ta l  loss expi res as fo l lows:  

• af ter  seven  taxat ion years i f  i t  arose in  a taxat ion year  ending 
before March 23,  2004;  

• af ter  ten  taxat ion years i f  i t  arose in  a taxat ion year  ending af ter  
March 22,  2004.  
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Line 102 – amount  of  non-capi ta l  losses at  the beginning of  the 
taxat ion year  ( th is  is  the resul t  o f  the two preceding l ines) ;  

deduct 

l ine 140 –  amount  of  debt  forg iveness under sect ion 80 that  reduces 
the non-capi ta l  losses balance ( losses have to be reduced in the 
order  establ ished by sect ion 80) ;  and 

subsection 111(10)  –  amount  received as a fuel  tax rebate that  
reduced non-capi ta l  loss for  a preceding year ;  

add 

l ine 105 – amount  of  non-capi ta l  losses t ransferred f rom a 
predecessor  corporat ion af ter  amalgamat ion or  a subsid iary af ter  
wind-up where not  less than 90% of  the issued shares in  each c lass 
were,  immediate ly  before the wind-up,  owned by the corporat ion 
( th is  amount  is  the unused non-capi ta l  losses avai lab le to be carr ied 
forward at  the end of  the taxat ion year  of  the predecessor  
corporat ion or  subsid iary ending immediate ly  before the 
amalgamat ion or  wind-up,  minus  any expi red amount) ;  and 
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l ine 110 – amount  of  current-year  non-capi ta l  loss calculated on 
page 220 [above] ;  

deduct 

l ine 130 – amount  of  non-capi ta l  losses appl ied in  the current  year  
to reduce the taxable income (enter  th is  amount  on l ine 331 of  the 
return) ;  

l ine 135 – amount  of  pr ior-  and current-year  non-capi ta l  losses 
appl ied to reduce current-year  taxable d iv idends subject  to  Par t  IV 
tax (enter  those amounts on l ine 330 or  335 of  Schedule 3,  
DIV IDENDS RECEIVED,  TAXABLE DIV IDENDS PAID,  AND PART IV TAX 
CALCULATION);  and 

l ine 150 – amount  of  any other  adjustments not  prev iously  
ment ioned  

These adjustments would apply to corporat ions that  have undergone 
a change of  contro l  and whose losses that  accrued before the 
change of  contro l  are not  deduct ib le af ter  the change of  contro l .  

Subtotal  – th is  is  the amount  of  non-capi ta l  losses avai lable to carry 
back or  carry forward to other  years;  
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deduct 

l ines 901 to 913 – on the appropr iate l ine,  enter  the amount  of  
non-capi ta l  loss you carry back to pr ior  years against  taxable 
income and taxable d iv idends subject  to  Par t  IV tax;  

l ine 180 –  the resul t  is  the c los ing balance of  non-capi ta l  losses you 
carry forward to future years.  

Complete par t  6 to establ ish the balance of  non-capi ta l  losses by year  
of  or ig in.  

Election under paragraph 88(1.1)( f )  

Further  to a winding-up of  a subsid iary,  the por t ion of  a non-capi ta l  
loss,  rest r ic ted farm loss,  farm loss,  or  l imi ted par tnership loss 
incurred by the subsid iary is  deemed to be the parent  corporat ion 's  
loss for  i ts  taxat ion year  beginning af ter  the commencement of  the 
winding-up.   

Paragraph 88(1.1)( f )  a l lows the parent  corporat ion to e lect  that  th is  
loss is  deemed to be a loss f rom i ts  taxat ion year  preceding the year  
ment ioned above.  
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T ick box 190 i f  you are making an e lect ion under paragraph 88(1.1)( f ) .  

Part  2 – Capital  losses 

Continuity of  capital  losses and request for a carry-back 

The current-year  capi ta l  loss is  ca lculated on Schedule 6.  See 
page 140 [28]  for  more deta i ls .  Complete th is  box to establ ish the 
cont inui ty  and the appl icat ion of  capi ta l  losses.  

To establ ish the cont inui ty ,  you have to enter  the amount  of  capital  
losses  and not  the amount  of  net capital  losses  avai lab le.  The 
inc lus ion rate wi l l  be used only  when the loss is  appl ied.  You have to 
ind icate the balance of  any preceding-year  capi ta l  losses carr ied 
forward.  

The net  capi ta l  loss can reduce taxable capi ta l  gains inc luded as 
income for  the three preceding taxat ion years and indef in i te ly  for  
fu ture years.  
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Complete th is  box as fo l lows:  

l ine 200 – amount  of  capi ta l  losses at  the end of  the preceding 
taxat ion year ;  

add  

l ine 205 – amount  of  capi ta l  losses t ransferred f rom a predecessor  
corporat ion af ter  amalgamat ion or  a subsid iary af ter  wind-up where 
not  less than 90% of  the issued shares of  each c lass were,  
immediate ly  before the wind-up,  owned by the corporat ion [ th is  
amount  is  the unused capi ta l  losses avai lable to carry forward at  the 
end of  the taxat ion year  of  the predecessor  corporat ion or  
subsid iary ending immediate ly  before the amalgamat ion or  wind-up,  
inc luding any amount  of  the a l lowable business investment  loss 
(ABIL)  expi red as non-capi ta l  loss for  the predecessor  corporat ion 
or  the subsid iary) ,  d iv ided by the inc lus ion rate for  the taxat ion year  
in  which the ABIL was incurred (see note on page 226 [below] ) ] ;  

l ine 210 – amount  of  the current-year  capi ta l  loss calculated on 
Schedule 6;  and 
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l ine 220 – amount  of  the ABIL inc luded in the amount  of  non-capi ta l  
losses expi red in  the year  [d iv ided by the inc lus ion rate for  the 
taxat ion year  in  which the ABIL was incurred (see note on page 226 
[below] ) ] ;  

deduct 

l ine 225 – amount  of  capi ta l  losses f rom pr ior  years used to reduce 
a net  capi ta l  gain incurred in  the year  [ to  get  the net  capi ta l  losses 
requi red to reduce the taxable capi ta l  gain inc luded in the net  
income ( loss)  for  the purpose of  current-year  tax,  mul t ip ly  the 
amount  on l ine 225 by 50% and enter  the resul t  on l ine 332 of  the 
return] ;  

l ine 240 – amount  of  debt  forg iveness under sect ion 80 that  reduces 
the capi ta l  losses balance ( losses have to be reduced in the order  
establ ished by sect ion 80) ;  and 

l ine 250 – amount  of  any other  adjustments not  prev iously  
ment ioned ( these adjustments would apply to corporat ions that  have 
undergone a change of  contro l  and whose losses that  accrued 
before the change of  contro l  are not  deduct ib le af ter  the change of  
contro l ) .  
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Subtotal  –  th is  is  the amount  of  capi ta l  losses avai lable to carry back 
or  carry forward to other  years;  

deduct 

l ines 951 to 953 – on the appropr iate l ine,  enter  the amount  of  
capi ta l  loss you carry back to pr ior  years.  The net  capi ta l  loss 
amount  wi l l  be calculated at  the inc lus ion rate of  the year  to which 
the net  capi ta l  loss is  appl ied (see note below);  

l ine 280  –  the resul t  obta ined is  the c los ing balance of  avai lab le 
capi ta l  losses you carry forward to future years.  

Note:  
The inc lus ion rates are:  

• 0.75 for  taxat ion years ending before February 28,  2000;  

• l ine M of  Schedule 6 (vers ion T2 SCH 6,  F 01) ,  SUMMARY OF 
DISPOSIT IONS OF CAPITAL  PROPERTY,  for  taxat ion years ending 
af ter  February 27,  2000,  and star t ing before October 18,  2000;  
and 

• 0.50 for  taxat ion years star t ing af ter  October 17,  2000.  
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Part  3 – Farm losses 

Calculat ing current-year farm loss 

The current-year  farm loss is  whichever  of  the fo l lowing amounts is  
less:  

• the loss f rom farming or  f ish ing that  is  more than the farming or  
f ish ing income for  the year ;  or  

• the amount  of  the current-year  non-capi ta l  loss as calculated in  
par t  1 before you deduct  the farm loss for  the year .  

Enter  the farm loss calculated on l ine 310.  

The farm loss can a lso inc lude an amount  a l located f rom a 
par tnership.  

Reference 
Subsect ion 111(8)  
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Continuity of  farm losses and request for a carryback 

Use th is  box to establ ish the cont inui ty  of  farm losses and to carry 
back a current-year  farm loss to pr ior  years.  (Farm losses inc lude 
losses f rom farming and f ish ing businesses.)  

Complete th is  box as fo l lows:  

Amount  of  farm losses at  the end of  the preceding taxat ion year ;  

deduct 

l ine 300  –  amount  of  farm loss expi red af ter  10 taxat ion years ( th is  
amount  is  the balance of  farm loss f rom the e leventh preceding year  
that  would otherwise be avai lab le) .  

Line 302 – amount  of  farm losses at  the beginning of  the taxat ion 
year  ( th is  is  the resul t  o f  the two preceding l ines) ;  

add  

l ine 305 – amount  of  farm losses t ransferred f rom a predecessor  
corporat ion af ter  amalgamat ion or  subsid iary af ter  wind-up where 
not  less than 90% of  the issued shares in  each c lass were,  
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immediate ly  before the wind-up,  owned by the corporat ion ( th is  
amount  is  the unused farm losses avai lable to carry forward at  the 
end of  the taxat ion year  of  the predecessor  corporat ion or  
subsid iary ending immediate ly  before the amalgamat ion or  wind-up 
minus  any expi red amount) ;  and 

l ine 310 – amount  of  the current-year  farm loss prev iously  
calculated above;  

deduct 

l ine 330 – amount  of  farm losses f rom pr ior  years you appl ied in  the 
current  year  to reduce the taxable income (enter  th is  amount  on 
l ine 334 of  the return) ;  

l ine 335 – amount  of  farm losses f rom the current  or  prev ious years 
appl ied in  the current  year  to reduce taxable d iv idends subject  to  
Par t  IV (enter  these amounts on l ines 340 or  345 of  Schedule 3) ;  

l ine 340 – amount  of  debt  forg iveness under sect ion 80 that  reduces 
the farm losses balance ( losses have to be reduced in the order  
establ ished by sect ion 80) ;  and 

l ine 350 – any other  adjustments not  prev iously  ment ioned.  
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These adjustments would apply to corporat ions that  have undergone 
a change of  contro l  and whose losses that  accrued before the 
change of  contro l  are not  deduct ib le af ter  the change of  contro l .  

Subtotal  – th is  is  the amount  of  farm losses avai lable to carry back or  
carry forward to other  years;  

deduct 

l ines 921 to 933 – on the appropr iate l ine,  enter  the amounts of  
farm loss you apply to pr ior  years against  taxable income and 
taxable d iv idends subject  to  Part  IV tax;  

l ine 380 –  the resul t  is  the c los ing balance of  farm losses to be 
carr ied forward to future years.  

Complete par t  6 to establ ish the balance of  farm losses by year  of  
or ig in.  
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Part  4 – Restr icted farm losses 

Calculat ing current-year restr icted farm loss 

I f  your  chief  source of  income is  nei ther  farming nor  a combinat ion  
of  farming and another  source of  income, the loss ar is ing f rom the 
farming act iv i ty  that  you can deduct  is  rest r ic ted.  An amount  of  farm 
loss a l located f rom a par tnership may a lso be rest r ic ted.  

Use th is  box to calculate the current-year  rest r ic ted farm loss.  

The amount  of  farm loss you can deduct  f rom net  income for  income 
tax purposes is  A or  B,  whichever  is  less:  

A.  net  loss f rom the farming business for  the year ;  or  

B. $2,500 plus  one of  the fo l lowing amounts,  whichever  is  less:  

( i )  (net  loss f rom the farming business for  the year  minus  $2,500)  
divided by  2 ;  or  

( i i )  $6,250.  
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Add to your  income on l ine 233 of  Schedule 1 the d i f ference between:  

• the actual  farm loss you deducted on the f inancia l  s tatements or  
entered on l ine 485;  and 

• the deduct ib le farm loss you calculated on page 231 [above] .  

This  d i f ference is  ca l led the current-year  restr icted farm loss,  and 
you have to enter  i t  on l ine 410.  

References 
Subsect ion 31(1)  

IT-232,  LOSSES – THEIR  DEDUCTIB IL ITY  IN  THE LOSS YEAR OR IN  OTHER 
YEARS 

Continuity of  restr icted farm losses and request for a carryback 

Use th is  box to establ ish the cont inui ty  of  rest r ic ted farm losses and 
to carry back a current-year  rest r ic ted farm loss to pr ior  years.  

The current-year  rest r ic ted farm loss can reduce farm income for  the 
3 preceding taxat ion years and for  the 10 fo l lowing taxat ion years.  



–  2 3 3  –  

Complete th is  box as fo l lows:  

Amount  of  the restr ic ted farm losses at  the end of  preceding taxat ion 
year ;  

deduct 

l ine 400 – amount  of  rest r ic ted farm loss expi red af ter  10 taxat ion 
years ( th is  amount  is  the balance of  rest r ic ted farm loss f rom the 
e leventh preceding year  that  would otherwise be avai lab le) .  

Line 402 – amount  of  the rest r ic ted farm losses at  the beginning of  
the taxat ion year  ( th is  is  the resul t  o f  the two preceding l ines) ;  

add 

l ine 405 – amount  of  rest r ic ted farm losses t ransferred f rom a 
predecessor  corporat ion af ter  amalgamat ion or  a subsid iary af ter  
wind-up where not  less than 90% of  issued shares in  each c lass 
were,  immediate ly  before the wind-up,  owned by the corporat ion 
( th is  amount  is  the unused restr ic ted farm losses avai lable to carry 
forward at  the end of  the taxat ion year  of  the predecessor  
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corporat ion or  subsid iary ending immediate ly  before the 
amalgamat ion or  wind-up minus  any expi red amount) ;  and 

l ine 410 – amount  of  current-year  rest r ic ted farm loss calculated on 
page 231 [above] ;  

deduct 

l ine 430 – amount  of  rest r ic ted farm losses appl ied in  the current  
year  to reduce farm income (enter  th is  amount  on l ine 333 of  the 
return) ;  

l ine 440 – amount  of  debt  forg iveness under sect ion 80 that  reduces 
the rest r ic ted farm losses balance ( losses have to be reduced in the 
order  establ ished by sect ion 80) ;  and 

l ine 450 – amount  of  any other  adjustments not  prev iously  
ment ioned.  

These adjustments would apply to corporat ions that  have undergone 
a change of  contro l  and whose losses that  accrued before the 
change of  contro l  are not  deduct ib le af ter  the change of  contro l .  
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Subtotal  – th is  is  the amount  of  rest r ic ted farm losses avai lable to 
carry back or  carry forward to other  years;  

deduct 

l ines 941 to 943 – on the appropr iate l ine,  enter  the amount  of  loss 
you carry back to pr ior  years against  farm income; 

l ine 480 –  the resul t  is  the c los ing balance of  rest r ic ted farm losses 
you carry forward to future years.  

Complete par t  6 to establ ish the balance of  rest r ic ted farm losses by 
year  of  or ig in.  

Part  5 – Listed personal  property losses 

Continuity of  l isted personal  property loss and request for a 
carryback 

Use th is  box to establ ish the cont inui ty  of  l is ted personal  property  
losses and to carry back a current-year  l is ted personal  proper ty  loss 
against  net  capi ta l  gains incurred on the same k ind of  proper ty  of  the 
three preceding years.  
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A l is ted personal  property  loss cannot  be t ransferred.  

Complete th is  box as fo l lows:  

Amount  of  l is ted personal  property  losses at  the end of  the preceding 
taxat ion year ;  

deduct 

l ine 500 – amount  of  l is ted personal  proper ty  loss expi red af ter  
seven taxat ion years ( th is  amount  is  the balance of  l is ted property  
loss f rom the e ighth preceding year  that  would otherwise be 
avai lab le) .  

Line 502 – amount  of  l is ted personal  proper ty  losses at  the beginning 
of  the taxat ion year  ( th is  is  the resul t  o f  the two preceding l ines) ;  

add 

l ine 510 – amount  of  l is ted personal  property  loss for  the current  
year  prev iously  ca lculated on Schedule 6 (see page 140 [28]  ) ;  
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deduct 

l ine 530 – amount  of  pr ior-year  l is ted personal  proper ty  losses 
appl ied in  the current  year  to reduce the net  capi ta l  gain incurred in  
the current  year  on the same k ind of  property  (enter  th is  amount  on 
l ine 655 of  Schedule 6) ;  and 

l ine 550 – amount  of  adjustments ( these adjustments would apply to 
corporat ions that  have undergone a change of  contro l  and whose 
losses that  accrued before the change of  contro l  are not  deduct ib le 
af ter  the change of  contro l ) .  

Subtotal  – th is  is  the amount  of  l is ted personal  property  losses 
avai lable to carry back or  carry forward to other  years;  

deduct 

l ines 961 to 963 – on the appropr iate l ine,  enter  the amount  of  loss 
you carry back to pr ior  years against  l is ted personal  proper ty  gains;  

l ine 580 –  the resul t  is  the c los ing balance of  l is ted personal  proper ty  
losses you carry forward to future years.  
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Complete par t  6 to establ ish the balance of  l is ted personal  proper ty  
losses by year  of  or ig in.  

Part  6 – Analysis of  balance of  losses by year of  origin 

Use th is  box to show by year  of  or ig in the balance of  losses you can 
carry forward to future years.  Enter  each loss by year  of  or ig in,  
s tar t ing wi th the current  year ,  going down to the seventh or  the tenth 
preceding year ,  whichever  appl ies.  

Part  7 – Limited partnership losses 

Current-year l imited partnership losses 

Use th is  box to calculate the current-year  l imi ted par tnership losses.  
This box is  used to calculate the deduct ib le amount  for  the year .  The 
amount  that  cannot  be deducted may be carr ied to other  years.  

A corporat ion that  is  a l imi ted par tner  and receives a T5013 s l ip ,  
STATEMENT OF PARTNERSHIP  INCOME,  wi l l  f ind the amount  of  l imi ted 
par tnership loss a l located to i t  in  box 23 of  the s l ip .  
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I f  the l imi ted par tner  does not  receive th is  s l ip  because the 
par tnership is  exempt f rom f i l ing ( for  example,  i f  i t  has fewer than s ix  
members) ,  you have to f i le  the par tnership 's  f inancia l  s tatements wi th 
the return to prove the corporat ion 's  share of  the par tnership loss for  
the year .   

Report  the amount  in  the taxat ion year  dur ing which the par tnership 's  
taxat ion year-ends.  

The par t  of  a par tnership loss that  a l imi ted par tner  can deduct  in  
determin ing net  income for  income tax purposes may be rest r ic ted.  

Complete th is  box as fo l lows:  

column 600 – par tnership ident i f ier ;  

column 602 – f iscal  per iod ending of  the par tnership;  

column 604 – corporat ion 's  share of  l imi ted par tnership loss f rom a 
business (other  than a farming business)  or  f rom property ;  

column 606 – corporat ion 's  at-r isk amount  a t  the f iscal  per iod ending 
of  the par tnership;  
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column 608 – tota l  o f  corporat ion 's  share in :  

• partnership ITCs for  the year ,  

• partnership 's  loss f rom a farming business for  the year ,  and 

• partnership 's  resource expenses for  the year ;  

column 620 – enter  the resul t  o f :  

column 604 minus (column 606 minus column 608) 

In  general  terms,  you have to calculate a l imi ted par tner 's  at - r isk 
amount  as fo l lows:  

the adjusted cost  base of  i ts  par tnership in terest ;  

plus 

i ts  share of  the current-year 's  income f rom the par tnership;  
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minus 

al l  amounts the par tner  owes to the par tnership,  and any amount  or  
benef i t  to  which the par tner  is  ent i t led that  is  in tended to protect  i t  
f rom the loss of  i ts  investment .  

In terests in  par tnerships that  were operat ing on a regular  and 
cont inuous basis  on and af ter  February 25,  1986,  are exempt f rom the 
at - r isk ru les.  However,  par tnership in terests may lose thei r  exempt 
s tatus i f ,  a f ter  February 25,  1986,  there has been e i ther  a substant ia l  
contr ibut ion of  capi ta l  to  the par tnership,  or  substant ia l  par tnership 
borrowings.  

The d i f ference between the corporat ion 's  share of  the actual  loss of  
the l imi ted par tnership shown on the f inancia l  s tatements and the 
corporat ion 's  at - r isk amount  is  ca l led a l imited partnership loss.  
This  amount  is  f rom column 620.  You have to add the tota l  o f  
co lumn 620 to l ine 222 of  Schedule 1.  You a lso have to enter  a l l   
those losses in  column 670 to establ ish the cont inui ty  of  losses.   

References 
Subsect ion 96(2.1)  
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IT-232,  LOSSES – THEIR  DEDUCTIB IL ITY  IN  THE LOSS YEAR OR IN  OTHER 
YEARS 

Limited partnership losses from prior taxat ion years that  may be 
appl ied in the current year 

Complete th is  box i f  you want  to apply l imi ted par tnership losses f rom 
preceding years to reduce any k ind of  income in the current  year .  
However,  the deduct ib le amount  is  l imi ted to the d i f ference between 
the balance of  losses and the corporat ion 's  at - r isk amount  for  each 
l imi ted par tnership.  See page 242 [44]  ear l ier  in  th is  chapter  for  
deta i ls .  

Complete th is  box as fo l lows:  

column 630 – par tnership ident i f ier ;  

column 632 – f iscal  per iod ending of  the par tnership that  ends in  the 
corporat ion 's  taxat ion year ;  

column 634 – amount  of  the l imi ted par tnership losses at  the end of  
the preceding taxat ion year ;  
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column 636 – corporat ion 's  at - r isk amount ;  

column 638 – tota l  o f  corporat ion 's  shares in :  

• partnership 's  investment  tax credi t ;  

• partnership 's  business or  property  losses;  and 

• partnership 's  resource expenses;   

column 650 – enter  whichever  of  the two fo l lowing amounts is  less:  

• column 634 ;  or  

• column 636 minus column 638 .  

The resul t  is  the amount  of  l imi ted par tnership losses f rom previous 
years you can apply against  other  income in the current  year .  

Continuity of  l imited partnership losses that  can be carr ied 
forward to future taxat ion years 

Limi ted par tnership losses can be carr ied forward indef in i te ly  to  future 
years.  To establ ish the cont inui ty  of  those losses,  complete th is  box 
by enter ing the fo l lowing in format ion on each par tnership:  
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column 660 – par tnership ident i f ier ;  

column 662 – l imi ted par tnership losses at  the end of  the preceding 
taxat ion year ;  

column 664 – amount  of  l imi ted par tnership losses t ransferred f rom a 
predecessor  corporat ion af ter  amalgamat ion,  or  a subsid iary af ter  
wind-up,  where not  less than 90% of  the issued shares in  each c lass 
were,  immediate ly  before the wind-up,  owned by the corporat ion ( th is  
amount  is  the unused l imi ted par tnership losses avai lab le to carry 
forward at  the end of  the taxat ion year  of  the predecessor  corporat ion 
or  subsid iary ending immediate ly  before the amalgamat ion or  
wind-up) ;  

column 670 – amount  of  current-year  l imi ted par tnership losses as 
calculated in  co lumn 620 on page 240 [above] ;  

column 675 – amount  of  l imi ted par tnership losses appl ied on 
l ine 335 of  the return ( th is  amount  cannot  be more than the amount  
ca lculated in  co lumn 650 on page 243 [above]  ) ;  and 
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column 680 – amount  of  l imi ted par tnership losses carr ied forward to 
la ter  years.  This  is  the resul t  o f  the fo l lowing calculat ion:  

column 662 + column 664 + column 670 – column 675 

Taxable income 
The fo l lowing sect ion expla ins how to calculate the deduct ions you 
may be able to c la im to reduce net  income. You wi l l  use these 
amounts to arr ive at  your  taxable income. 

Line 300 – Net income or ( loss) for income tax purposes 

On l ine 300,  enter  the net income or loss for income tax purposes,  
as you calculated on Schedule 1.  I f  you d id not  have to make any 
adjustments to the net  income or  loss f rom the f inancia l  s tatements,  
enter  on l ine 300 the net  income or  loss f rom the income statement .  
Show the amount  of  any loss in  brackets.  

Note 
On Schedule 1,  do not  deduct  char i table donat ions,  taxable 
d iv idends,  net  capi ta l  losses,  non-capi ta l  losses,  farm losses,   
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or  rest r ic ted farm losses f rom other  years.  You have to deduct  these 
i tems f rom net  income for  income tax purposes to arr ive at  taxable 
income.  

Line 311 – Charitable donations 

Complete Schedule 2,  CHARITABLE DONATIONS AND GIFTS,  i f ,  dur ing  
the taxat ion year ,  you made char i table donat ions,  unused char i table 
donat ions were t ransferred f rom a predecessor  corporat ion af ter  
amalgamat ion or  f rom a subsid iary corporat ion af ter  wind-up,  or  you 
c la im a deduct ion for  char i table donat ions made to any of  the 
fo l lowing organizat ions:  

• regis tered char i t ies ( inc luding regis tered nat ional  ar ts  serv ice 
organizat ions) ;  

• regis tered Canadian amateur  ath let ic  associat ions;  

• housing corporat ions res ident  in  Canada and exempt f rom Part  I  tax 
under paragraph 149(1)( i ) ;  

• Canadian munic ipal i t ies;  

• the Uni ted Nat ions or  i ts  agencies;  
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• prescr ibed univers i t ies outs ide Canada l is ted in  Schedule VI I I  o f  
the INCOME TAX REGULATIONS;   

• char i table organizat ions outs ide Canada to which the federal  
government  has made a g i f t  dur ing the corporat ion 's  taxat ion year ,  
or  the 12 months immediate ly  before that  taxat ion year ;  or  

• Her Majesty in  r ight  of  Canada,  a prov ince,  or  terr i tory.   

The maximum amount  of  char i table donat ions that  a corporat ion can 
deduct  is  equal  to  75% of i ts net  income  ( l ine 300) .  This  l imi tat ion 
can be increased by the fo l lowing amounts:  

• 25% of  the taxable capi ta l  gains ar is ing f rom gi f ts  of  capi ta l  
proper ty  (other  than for  g i f ts  of  ecological ly-sensi t ive land or  of  
Canadian cul tura l  proper ty)  made in the year  and inc luded in 
taxable income for  the year ;  

• 25% of  a l l  taxable capi ta l  gains in  the year  f rom the d isposi t ion in  a 
preceding year  of  a non-qual i fy ing secur i ty  of  a corporat ion that  is  
making a g i f t  to  a qual i f ied donee;  and 
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• 25% of  whichever  is  less:  

–  the amount  of  recapture,  inc luded in the income of  the year ,  
ar is ing f rom the donat ion of  a prescr ibed c lass of  depreciable 
property ;  or  

–  the lesser  of  the capi ta l  cost  and the proceeds of  d isposi t ion  
of  the property  minus any out lays and expenses made for  the 
purpose of  making the d isposi t ion.  

Char i table donat ions are deducted in  the order  they were made 
( f i rs t - in ,  f i rs t -out  ru le) .  

I f  you are repor t ing n i l  net  income or  a loss for  the year ,  you cannot  
c la im donat ions to create or  increase a loss.  

However,  you can carry forward unused char i table donat ions and 
c la im them in any of  the f ive fo l lowing taxat ion years.  

Complete par t  1 of  Schedule 2 to calculate the tota l  donat ions 
avai lab le and the char i table donat ions c los ing balance.  
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Note 
On l ine 255 of  Schedule 2,  enter  the amount  of  any other  
adjustments ( these adjustments would apply to corporat ions that  
have undergone a change of  contro l  and whose donat ions 
carryforward that  accrued before the change of  contro l  and af ter  
March 22,  2004,  are not  deduct ib le af ter  the change of  contro l .  

Complete par t  2 of  Schedule 2 to calculate the maximum deduct ion 
a l lowable and to determine the amount  to  c la im for  char i table 
donat ions inc luding g i f ts  of  capi ta l  proper ty .   

On l ine 311,  enter  the amount  you want  to apply against  taxable 
income. This amount  cannot  be more than whichever is  less:  

• the tota l  donat ions avai lable;  or  

• the maximum deduct ion a l lowable.  

Complete par t  6 of  Schedule 2 to establ ish the cont inui ty  of  char i table 
donat ions.  

You do not  have to f i le  receipts wi th the return.  However,  you have to 
keep them in case we ask for  them later .  
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Notes 
When a credi t  union calculates i ts  income for  purposes of  the 75% 
l imi t ,  i t  has to add back any amounts i t  prev iously  deducted for  
bonus in terest  payments and payments for  a l locat ions in  propor t ion 
to borrowing.  

Where a corporat ion makes a g i f t  o f  a non-qual i fy ing secur i ty ,  that  
g i f t  has to be ignored for  the char i table donat ions deduct ion.  
However,  i f  the donee d isposes of  the secur i ty  wi th in f ive years or  
the secur i ty  ceases to be a non-qual i fy ing secur i ty  of  the 
corporat ion wi th in f ive years,  the corporat ion wi l l  be t reated as 
having made the g i f t  a t  that  la ter  t ime.  

A non-qual i fy ing secur i ty  inc ludes an obl igat ion of  the corporat ion or  
a non-arm's length person,  a share of  the corporat ion or  a share 
issued by a corporat ion wi th which the corporat ion does not  deal  at  
arm's length,  and any other  secur i ty  issued by the corporat ion or  a 
non-arm's length person.  Speci f ica l ly  excepted f rom th is  def in i t ion 
are obl igat ions,  shares,  and other  secur i t ies l is ted on prescr ibed 
stock exchanges and deposi ts  wi th f inancia l  inst i tu t ions.  

I f  you make a monetary g i f t  to  Canada,  you can choose to apply i t  to  
the Debt  Serv ic ing and Reduct ion Account .  I f  you are sending a 
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cheque,  make i t  payable to the Receiver  General  for  Canada and 
mai l  i t  to :  

Publ ic  Works and Government  Serv ices Canada 
Place du Portage 
Phase 3,  11 Laur ier  Street  
Hul l  QC  K1A 0S5 

Inc lude a note saying that  you want  your  amount  appl ied to th is  
account .  Publ ic  Works and Government  Serv ices Canada wi l l  send a 
receipt .   

The federal  government  wi l l  on ly  use these amounts to reduce the 
publ ic  debt .  

References 
Paragraph 110.1(1)(a)  

Subsect ions 110.1(1.1)  and 40(1.01)  
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Line 312 – Gifts to Canada,  a province,  or a terr i tory 

Complete par t  3 of  Schedule 2 i f ,  dur ing the taxat ion year :  

• you made donat ions to Canada,  a prov ince,  or  a terr i tory before 
February 19,  1997,  or  under a wr i t ten agreement  made before that  
day;   

• donat ions to Canada,  a prov ince,  or  a terr i tory were t ransferred 
f rom a predecessor  corporat ion af ter  amalgamat ion or  f rom a 
subsid iary corporat ion af ter  wind-up;  or  

• you c la im a deduct ion for  donat ions to Canada,  a prov ince,  or  a 
terr i tory.  

You can c la im a deduct ion f rom net  income for  a g i f t  you made to 
Canada,  a prov ince,  or  a terr i tory.  The amount  of  the deduct ion is  not  
l imi ted to 75% of  net  income, as is  the case for  char i table donat ions.  
The most  you can deduct  is  the tota l  g i f ts  you made before 
February 19,  1997,  or  made under a wr i t ten agreement  made before 
that  date,  and any g i f ts  you have not  prev iously  deducted f rom the 
f ive prev ious years.   
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Deduct  char i table donat ions f i rs t .  Then,  c la im gi f ts  to  Canada,  a 
prov ince,  or  a terr i tory.  I f  the amount  of  the g i f t  is  more than net  
income for  the year  minus  any char i table donat ions you c la im,  you 
can carry the excess forward for  up to f ive years.  

Note 
On l ine 355 of  Schedule 2,  enter  the amount  of  any other  
adjustments ( these adjustments would apply to corporat ions that  
have undergone a change of  contro l  and whose donat ions 
carryforward that  accrued before the change of  contro l  and af ter  
March 22,  2004,  are not  deduct ib le af ter  the change of  contro l .  

On l ine 312,  enter  the amount  of  g i f ts  to  Canada,  a prov ince,  or  a 
terr i tory that  you want  to apply against  taxable income. 

Gi f ts  to  Canada,  a prov ince,  or  a terr i tory are deducted in  the order  
they were made ( f i rs t - in ,  f i rs t -out  ru le) .  

Complete par t  6 of  Schedule 2 to establ ish the cont inui ty  of  those 
g i f ts .  
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You do not  have to f i le  receipts wi th the return.  However,  keep them 
in case we ask for  them later .  Regulat ion 3501(1.1)  out l ines the 
in format ion that  has to appear on the receipt .  

References 
Paragraph 110.1(1)(b)  

Subsect ion 110.1(1.1)  

Line 313 – Cultural  gi f ts 

Complete par t  4 of  Schedule 2 i f ,  dur ing the taxat ion year :  

• you donated cul tura l  g i f ts ;  

• cul tura l  g i f ts  were t ransferred f rom a predecessor  corporat ion af ter  
amalgamat ion or  f rom a subsid iary corporat ion af ter  wind-up;  or  

• you c la im cul tura l  g i f ts  as a deduct ion.  

Note 
On l ine 455 of  Schedule 2,  enter  the amount  of  any other  
adjustments ( these adjustments would apply to corporat ions that  
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have undergone a change of  contro l  and whose donat ions 
carryforward that  accrued before the change of  contro l  and af ter  
March 22,  2004,  are not  deduct ib le af ter  the change of  contro l .  

You can c la im a deduct ion f rom net  income for  a g i f t  o f  cer t i f ied 
cul tura l  proper ty  made to designated inst i tu t ions or  publ ic  author i t ies.  
The most  you can deduct  is  the tota l  g i f ts  donated in  the current  
taxat ion year  and any undeducted g i f ts  f rom the f ive prev ious years.   

The Cul tura l  Property  Export  Review Board wi l l  issue you a 
cer t i f icate,  as wel l  as the receipt  conta in ing prescr ibed in format ion.  

Deduct  char i table donat ions and g i f ts  to  Canada,  a prov ince,  or  a 
terr i tory f i rs t .  Then,  c la im cul tura l  g i f ts .  I f  the amount  of  cu l tura l  g i f ts  
is  more than your  net  income for  the year  minus  char i table donat ions 
and g i f ts  to  Canada,  a prov ince,  or  a terr i tory you c la im,  you can carry 
the excess forward for  up to f ive years.  

Cul tura l  g i f ts  are deducted in  the order  they were made ( f i rs t - in ,  
f i rs t -out  ru le) .  
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On l ine 313,  enter  the amount  for  cu l tura l  g i f ts  you want  to apply 
against  taxable income. 

Complete par t  6 of  Schedule 2 to establ ish the cont inui ty  of  cu l tura l  
g i f ts .  

You do not  have to f i le  receipts and cer t i f icates wi th the return.  
However,  keep them in case we ask for  them later .  Regulat ion 
3501(1.1)  out l ines the in format ion that  has to appear on the receipt .  

References 
Paragraph 110.1(1)(c)  

Subsect ion 110.1(1.1)  

IT-407,  DISPOSIT IONS OF CULTURAL PROPERTY TO DESIGNATED CANADIAN 
INSTITUTIONS 
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Line 314 – Ecological  gif ts 

You can deduct  f rom net  income an amount  for  cer t i f ied ecological  
g i f ts  made to Canadian munic ipal i t ies and regis tered char i t ies that  are 
designated by the Min is ter  of  the Envi ronment .  

An ecological  g i f t  is  a g i f t  o f  land ( inc luding a covenant ,  an easement ,  
or  a serv i tude)  that  is  cer t i f ied by the Min is ter  of  the Envi ronment  as 
ecological ly  sensi t ive.  

The fa i r  market  va lue of  ecological ly-sensi t ive land and,  
consequent ly ,  the corporate donor 's  proceeds of  d isposi t ion are 
deemed to be the amount  determined by the Min is ter  of  the 
Envi ronment .  

Complete par t  5 of  Schedule 2 i f ,  dur ing the taxat ion year :  

• you made cer t i f ied ecological  g i f ts ;  

• ecological  g i f ts  were t ransferred f rom a predecessor  corporat ion 
af ter  amalgamat ion,  or  f rom a subsid iary corporat ion af ter  wind-up;  
or  

• you c la im ecological  g i f ts .  



–  2 5 8  –  

Note 
On l ine 555 of  Schedule 2,  enter  the amount  of  any other  
adjustments ( these adjustments would apply to corporat ions that  
have undergone a change of  contro l  and whose donat ions 
carryforward that  accrued before the change of  contro l  and af ter  
March 22,  2004,  are not  deduct ib le af ter  the change of  contro l .  

For  ecological  g i f ts ,  you must  get  a cer t i f icate issued by the Min is ter  
of  the Envi ronment  as wel l  as the receipt  and the CERTIF ICATE FOR 
DONATION OF ECOLOGICALLY SENSIT IVE LAND.  You do not  have to f i le  
the receipt  and the two cer t i f icates wi th the return.  However,  keep 
them in case we ask for  them later .  

The maximum deduct ion you can c la im is  the tota l  o f  g i f ts  made 
dur ing the current  taxat ion year  p lus the uncla imed g i f ts  f rom the f ive 
prev ious taxat ion years.  

Deduct  char i table donat ions,  g i f ts  to  Canada,  a prov ince,  or  a 
terr i tory,  and cul tura l  g i f ts ,  f i rs t .  Then,  c la im ecological  g i f ts .  I f  the 
amount  of  ecological  g i f ts  is  more than your  net  income for  the year  
minus  any char i table donat ions,  g i f ts  to  Canada,  a prov ince,  or  a 
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ter r i tory,  and cul tura l  g i f ts  you c la im,  you can carry the excess 
forward for  up to f ive years.  

Deduct  ecological  g i f ts  in  the order  they were made ( f i rs t - in ,  f i rs t -out  
ru le) .  

On l ine 314,  enter  the amount  of  ecological  g i f ts  you want  to apply 
against  taxable income. 

Complete par t  6 of  Schedule 2 to establ ish the cont inui ty  of  ecological  
g i f ts .  

References 
Paragraph 110.1(1)(d)  

Subsect ions 110.1(5)  and 110.1(1.1)  

Line 320 – Taxable dividends deductible under section 112 or 113,  
or  subsection 138(6)  

Complete Schedule 3,  DIV IDENDS RECEIVED,  TAXABLE DIV IDENDS PAID,  
AND PART IV TAX CALCULATION,  i f  you e i ther  received or  pa id 
d iv idends.  For  deta i ls  on how to complete Schedule 3,  see 
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par ts  3 and 4 of  Schedule 3 on page 296 [54]  and "L ine 712 – Part  IV 
tax payable"  on page 355 [64] .  

When calculat ing taxable income, you can deduct ,  under sect ion 112,  
any of  the fo l lowing types of  taxable d iv idends received:  

• div idends f rom a taxable Canadian corporat ion,  or  f rom a 
corporat ion res ident  in  Canada and contro l led by the receiv ing 
corporat ion;  and 

• div idends (or  a por t ion of  them) f rom a non-res ident  corporat ion 
(other  than a fore ign af f i l ia te)  that  has carr ied on business in  
Canada cont inuously s ince June 18,  1971.  

The fo l lowing types of  taxable d iv idends received are not  deduct ib le 
under sect ion 112:  

• div idends f rom a corporat ion that  is  exempt f rom Part  I  tax;  

• div idends on col la tera l ized preferred shares ( loss renta l  p lans) ;  

• div idends that  are par t  of  a d iv idend renta l  arrangement ,  as def ined 
in  subsect ion 248(1) ;  



–  2 6 1  –  

• div idends on term preferred shares received by cer ta in f inancia l  
inst i tu t ions;  and 

• div idends on shares guaranteed by a speci f ied f inancia l  inst i tu t ion,  
as descr ibed in  subsect ion 112(2.2) .  

References 
Subsect ions 112(1) ,  112(2) ,  and 112(2.1)  to  112(2.9)  

Section 113  conta ins the author i ty  and the l imi tat ions concerning the 
deduct ion of  d iv idends received f rom fore ign af f i l ia tes.  

Subsection 138(6)  conta ins the author i ty  for  a l i fe  insurer  to  deduct  
the taxable d iv idends received f rom taxable Canadian corporat ions,  
other  than d iv idends on term preferred shares that  are acquired in  the 
ord inary course of  i ts  business.  

On l ine 320,  enter  the amount  of  taxable d iv idends (as per  
Schedule 3)  deduct ib le f rom income under sect ion 112,  or  113,   
or  subsect ion 138(6) .  This  amount  is  the tota l  o f  co lumn 240 of  
Schedule 3.  
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Note 
A div idend does not  inc lude stock d iv idends received f rom a 
non-res ident  corporat ion.  

By deduct ing taxable d iv idends received f rom net  income or  loss 
amount  shown on l ine 300,  you can create or  increase a non-capi ta l  
loss for  the year .  

Reference 
IT-269,  PART IV TAX ON TAXABLE DIV IDENDS RECEIVED BY A  PRIVATE 
CORPORATION OR A  SUBJECT CORPORATION 

Line 325 – Part  VI .1 tax deduction 

A corporat ion that  pays Part  VI .1 tax on d iv idends i t  pa id on taxable 
preferred shares and shor t - term preferred shares can deduct  three 
t imes the Part  VI .1 tax the corporat ion has to pay.  

On l ine 325,  enter  the Part  VI .1 tax t imes three.  For  deta i ls  on how to 
calculate Part  VI .1 tax see "L ine 724 – Part  VI .1 tax payable on 
page 369 [66] .  
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Reference 
Paragraph 110(1)(k)  

Line 331 – Non-capital  losses of  preceding taxation years 

On l ine 331,  enter  any non-capi ta l  losses carr ied forward f rom 
preceding years to reduce taxable income f rom l ine 130 of  
Schedule 4.  

On l ine 330 of  Schedule 3,  enter  the amount  of  current-year  non-  
capi ta l  losses,  and on l ine 335,  enter  the non-capi ta l  losses f rom 
preceding years to be used to reduce d iv idends subject  to  Par t  IV tax.  

The tota l  o f  those two amounts has to be entered as an appl ied 
amount  on l ine 135 of  Schedule 4.  For  deta i ls ,  see "How to complete 
Schedule 4,  Par t  1 – Non-capi ta l  losses"  on page 216 [40] .  

References 
Paragraphs 111(1)(a) ,  186(1)(c) ,  and 186(1)(d)  
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Line 332 – Net-capital  losses of  preceding taxation years 

On l ine 332,  enter  the amount  of  net  capi ta l  losses f rom preceding 
years that  you appl ied against  taxable capi ta l  gain incurred in  the 
year .  This  amount  is  the capi ta l  loss entered on l ine 225 of  
Schedule 4 that  you mul t ip ly  by 50%. See "How to complete 
Schedule 4,  Par t  2 – Capi ta l  losses"  on page 223 [41]  for  deta i ls .  

Note 
A net  capi ta l  loss can create a non-capi ta l  loss in  the year  you apply 
i t ,  because the net  capi ta l  loss is  not  l imi ted to reducing the taxable 
income, but  to  reducing the taxable capi ta l  gain in  that  year .  

References 
Sect ion 38 

Subsect ions 111(1.1)  and 111(8)  

Paragraph 111(1)(b)  
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Line 333 – Restr icted farm losses of  preceding taxation years 

On l ine 333,  enter  the amount  you want  to apply to reduce the 
current-year  farm income. On l ine 430 of  Schedule 4,  enter  the 
amount  of  rest r ic ted farm loss used.  For  deta i ls ,  see page 231 [42] .  

Reference 
Paragraph 111(1)(c)  

Line 334 – Farm losses of  preceding taxat ion years 

On l ine 334,  enter  the farm losses you are carry ing forward f rom 
preceding years to reduce taxable income f rom l ine 330 of  
Schedule 4.  

On l ine 340 of  Schedule 3,  enter  the amount  of  the current-year  farm 
loss,  and on l ine 345,  enter  the preceding years '  farm losses that  you 
are us ing to reduce d iv idends subject  to  Par t  IV tax.  

The tota l  o f  those two amounts has to be entered on l ine 335 of  
Schedule 4 as the amount  appl ied.  For  deta i ls ,  see "How to complete 
Schedule 4,  Par t  3 – Farm losses"  on page 227 [42] .  
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References 
Paragraphs 111(1)(d) ,  186(1)(c) ,  and 186(1)(d)  

Line 335 – Limited partnership losses of  preceding taxation years 

On l ine 335,  enter  the deduct ib le amount  of  l imi ted par tnership losses 
f rom preceding years that  were appl ied against  other  incomes in the 
current  year  f rom par t  7 of  Schedule 4.  See page 242 [44]  for  more 
deta i ls .  

Reference 
Paragraph 111(1)(e)  

Line 340 – Taxable capital  gains or taxable dividends al located 
from a central  credit  union 

I f  a  centra l  credi t  union has made an e lect ion under subsect ion 
137(5.1) ,  amounts a l located to a member credi t  union as taxable 
d iv idends or  net  capi ta l  gains may be c la imed by that  member as a 
deduct ion f rom taxable income under paragraph 137(5.2)(c) .  Enter  
these amounts on l ine 340.  
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Line 350 – Prospector 's and grubstaker 's shares 

You can deduct  1/2 of  the value of  any shares received f rom a 
corporat ion af ter  d isposi t ion of  a r ight  or  a min ing property ,  except  i f  
the amount  is  exempt under a tax t reaty.  

Reference 
Paragraph 110(1)(d.2)  

Line 355 – Section 110.5 addit ions and/or 
subparagraph 115(1)(a)(vi i )  addit ions 

You can use fore ign tax deduct ions to reduce Part  I  tax that  you would 
otherwise have to pay.  Under sect ion 110.5 and subparagraph 
115(1)(a)(v i i ) ,  a  corporat ion that  cannot  deduct  i ts  fore ign income tax 
deduct ions ( for  example,  i f  i t  has no Part  I  tax payable for  the year)  
can choose to add an amount  to i ts  taxable income. In th is  way,  the 
corporat ion can use these otherwise non-deduct ib le fore ign tax 
deduct ions.  

The amount  you add to income for  th is  purpose forms par t  of  the 
non-capi ta l  loss.  See page 216 [40]  for  deta i ls .  However,  you cannot  
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add an amount  under sect ion 110.5 i f  that  addi t ion increases any  o f  
the fo l lowing deduct ib le amounts:  

• the smal l  business deduct ion;  

• the manufactur ing and processing prof i ts  deduct ion;  

• the federal  logging tax credi t ;  

• the federal  pol i t ica l  contr ibut ion tax credi t ;  

• the investment  tax credi t  ( ITC);  

• the share-purchase tax credi t ;  or  

• the SR&ED tax credi t .  

I f  the corporat ion is  an author ized fore ign bank,  you cannot  add an 
amount  under subparagraph 115(1)(a)(v i i )  i f  that  addi t ion increases 
any  o f  the fo l lowing deduct ib le amounts:  

• the federal  logging tax credi t ;  

• the federal  pol i t ica l  contr ibut ion tax credi t ;  or  

• the ITC. 
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On l ine 355,  enter  the amount  you added to income under 
sect ion 110.5 and/or  subparagraph 115(1)(a)(v i i ) .  

Line 360 – Taxable income 

To calculate th is  amount ,  subtract  a l l  the deduct ions you entered on 
l ines 311 to 350 f rom the net  income for  income tax purposes on 
l ine 300.  Add,  i f  i t  appl ies,  sect ion 110.5 or  subparagraph 
115(1)(a)(v i i )  addi t ions ( l ine 355) .  Enter  the taxable income on 
l ine 360.  

I f  the resul t  is  a loss,  enter  "0"  on l ine 360.  

Note 
I f  you want  to carry back a current-year  loss to a pr ior  taxat ion year ,  
see "How to complete Schedule 4"  on page 216 [40]  for  deta i ls .  

Line 370 – Income exempt under paragraph 149(1)( t )  

Insurers who are not  engaged in any other  business except  insurance 
and who earn at  least  20% of  thei r  gross premium income (net  of  
re insurance ceded) f rom the business of  proper ty  used in a f ish ing or  
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farming business,  or  res idences of  farmers or  f ishermen,  are e l ig ib le 
for  an exempt ion f rom Part  I  tax on thei r  taxable income. 

On l ine 370,  enter  the exempt income i f  you meet  the cr i ter ia  of  
paragraph 149(1)( t ) .  

Taxable income for a corporat ion with exempt income under 
paragraph 149(1)( t )  

Enter  on th is  l ine the resul t  o f  l ine 360 minus  l ine 370.  

References 
Subsect ions 149(4.1)  and 149(4.2)  
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Small business deduction 
Corporat ions that  were CCPCs throughout  the taxat ion year  may be 
able to c la im the smal l  business deduct ion (SBD).  The SBD reduces 
Part  I  tax that  the corporat ion would otherwise have to pay.  

The SBD is  16% of  whichever  of  the fo l lowing amounts is  less:  

• the income f rom act ive business carr ied on in  Canada ( l ine 400) ;  

• the taxable income ( l ine 405) ;  

• the business l imi t  ( l ine 410) ;  or  

• the reduced business l imi t  ( l ine 425) .  

The fo l lowing sect ion expla ins each of  the above amounts.  

Once you have calculated the SBD, enter  i t  on l ine 430.  

Line 400 – Income from active business carr ied on in Canada 

Complete Schedule 7,  CALCULATION OF AGGREGATE INVESTMENT INCOME 
AND ACTIVE BUSINESS INCOME,  to determine the fo l lowing amounts:  
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• the aggregate investment  income and fore ign investment  income for  
determin ing the refundable por t ion of  Par t  I  tax (see "Refundable 
por t ion of  Par t  I  tax,  L ines 440,  445,  and 450" on page 289 [53]  for  
deta i ls) ;  

• the income f rom an act ive business carr ied on in  Canada for  the 
SBD; and 

• the speci f ied par tnership income for  members of  a par tnership.  

Note 
I f  c la iming a deduct ion for  patronage d iv idends on l ine 416 of  
Schedule 1,  complete par t  4 of  Schedule 16 to establ ish act ive 
business income carr ied on in  Canada (see page 205 [38]  for  
deta i ls) .  

Active business income 

General ly ,  act ive business income is  income earned f rom a business 
source,  inc luding any income inc identa l  to  the business.  

Act ive business income does not  inc lude income f rom a specif ied 
investment business  or  f rom a personal  services business.  As a 
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resul t ,  income f rom these types of  businesses is  not  e l ig ib le for  the 
SBD. 

Specif ied investment business 

A speci f ied investment  business is  a business wi th the pr inc ipal  
purpose of  der iv ing income f rom property ,  inc luding in terest ,  
d iv idends,  rents,  or  royal t ies.  I t  a lso inc ludes a business carr ied on  
by a prescr ibed labour-sponsored venture capi ta l  corporat ion,  the 
pr inc ipal  purpose of  which is  to  der ive income f rom property .  

Except  for  a prescr ibed labour-sponsored venture capi ta l  corporat ion,  
income f rom a speci f ied investment  business is  considered to be 
act ive business income, and is  therefore e l ig ib le for  the SBD i f :  

• the corporat ion employs more than f ive fu l l - t ime employees in  the 
business throughout  the year ;  or  

• an associated corporat ion prov ides manager ia l ,  f inancia l ,  
adminis t rat ive,  maintenance,  or  other  s imi lar  serv ices to the 
corporat ion whi le  carry ing on an act ive business,  and the 
corporat ion would have to engage more than f ive fu l l - t ime 
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employees to per form these serv ices i f  the associated corporat ion 
were not  prov id ing them. 

Note 
The business a credi t  union carr ies on,  or  the business of  leasing 
property  other  than real  proper ty ,  is  not  considered speci f ied 
investment  business.  

Personal  services business 

A personal  serv ices business is  a business that  a corporat ion carr ies 
on to prov ide serv ices to another  ent i ty  (such as a person or  a 
par tnership)  that  an of f icer  or  employee of  that  ent i ty  would usual ly  
per form. Instead,  an indiv idual  per forms the serv ices on behal f  o f  the 
corporat ion.  That  ind iv idual  is  ca l led an incorporated employee.  

Any income the corporat ion der ives f rom provid ing the serv ices is  
considered income f rom a personal  serv ices business,  as long as  
both of  the fo l lowing condi t ions are met :  
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• the incorporated employee who is  per forming the serv ices,  or  any 
person re lated to h im or  her ,  is  a specif ied shareholder  o f  the 
corporat ion;  and 

• the incorporated employee would,  i f  i t  were not  for  the ex is tence of  
the corporat ion,  reasonably be considered an of f icer  or  employee of  
the ent i ty  receiv ing the serv ices.  

However,  i f  the corporat ion employs more than f ive fu l l - t ime 
employees throughout  the year  or  prov ides the serv ices to an 
associated corporat ion,  the income is  not  considered to be f rom a 
personal  serv ices business.  Therefore,  the income is  e l ig ib le for  the 
SBD. 

Specif ied shareholder 

A speci f ied shareholder  is  a taxpayer who owns,  d i rect ly  or  ind i rect ly  
at  any t ime in the year ,  at  least  10% of  the issued shares of  any c lass 
of  capi ta l  s tock of  the corporat ion or  a re lated corporat ion.  
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How to calculate income from an act ive business carr ied on in 
Canada 

General ly ,  to  calculate act ive business income f rom carry ing on a 
business in  Canada,  you have to deduct  f rom net  income for  income 
tax purposes any of  the fo l lowing amounts that  apply:  

• taxable capi ta l  gains minus a l lowable capi ta l  losses;  

• div idends that  are deduct ib le f rom income under sect ions 112  
and 113,  and subsect ion 138(6) ;  

• property  income minus property  losses;  

• property  income f rom an interest  in  a t rust ;  

• fore ign business income; 

• income f rom a speci f ied investment  business;  and 

• income f rom a personal  serv ices business.  
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Specif ied partnership income 

A corporat ion that  is  a member of  a par tnership has to complete 
Schedule 7 to calculate i ts  act ive business income. 

The corporate par tnership ru les impose a l imi t  on the amount  of  act ive 
business income earned by a par tnership that  is  e l ig ib le for  the SBD. 
This amount  is  a l located among a l l  par tners.  

Specif ied partnership income  is  the amount  of  par tnership income 
el ig ib le for  the SBD that  is  a l located to the corporat ion.  You have to 
add th is  income to your  act ive business income. 

I f  the par tnership incurs a loss f rom carry ing on an act ive business,  
you have to deduct  the corporat ion 's  share of  that  loss f rom i ts  act ive 
business income. This is  referred to as a specif ied partnership loss.  

I f  the corporat ion received a T5013 s l ip ,  STATEMENT OF PARTNERSHIP  
INCOME,  that  shows i ts  share of  par tnership income or  loss,  inc lude 
th is  form wi th the return.  See page 112 [23]  for  deta i ls .  

On l ine 400,  enter  the tota l  act ive business income you calculated on 
Schedule 7.  
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References 
Subsect ions 125(1) ,  125(7) ,  and 248(1)  

Sect ion 251 

IT-73,  THE SMALL  BUSINESS DEDUCTION  

Line 405 – Taxable income 

The taxable income you use to calculate the SBD is  usual ly  the 
amount  entered on l ine 360.  However,  i f  you have c la imed a fore ign 
non-business income tax credi t ,  a  fore ign business income tax credi t ,  
or  both,  you have to reduce the taxable income by:  

• ten th i rds (10/3)  of  the amount  that  would be deduct ib le as a 
federal  fore ign non-business income tax credi t  on l ine 632,  i f  that  
credi t  was determined wi thout  the refundable tax on the CCPC's 
investment  income ( l ine 604)  and wi thout  reference to the corporate 
tax reduct ion under sect ion 123.4;  and 

• three t imes the amount  that  would be deduct ib le as a federal  
fore ign business income tax credi t  ( l ine 636)  i f  that  credi t  were 
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determined wi thout  reference to the corporate tax reduct ion under 
sect ion 123.4.  

You a lso have to reduce taxable income by any amount  that ,  because 
of  federal  law,  is  exempt f rom Part  I  tax.  

On l ine 405,  enter  your  taxable income for  the purposes of  ca lculat ing 
the SBD. 

References 
Paragraph 125(1)(b)  

Subsect ion 126(7)  

Line 410 – Business l imit  

The maximum al lowable business l imi t  for  a corporat ion that  is  not  
associated wi th any other  corporat ion is :  

• $225,000 i f  the calendar year  is  2003;  

• $250,000 i f  the calendar year  is  2004;  and 

• $300,000 i f  the calendar year  is  2005 or  la ter .  
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For  taxat ion years that  s t raddle a calendar year ,  the maximum 
al lowable business l imi t  is  prorated based on the number of  days  
in  each calendar year .  

CCPCs that  are associated wi th one or  more corporat ions dur ing the 
taxat ion year  have to f i le  Schedule 23,  AGREEMENT AMONG ASSOCIATED 
CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO ALLOCATE THE 
BUSINESS L IMIT .  On th is  schedule,  a percentage of  the business l imi t  
is  a l located to each corporat ion,  and the tota l  o f  a l l  percentages 
cannot  be more than 100%. See page 100 [21]  for  deta i ls  about  
Schedule 23.  

On l ine 410,  enter  the business l imi t  for  the year .  Enter  the amount  
f rom Schedule 23 for  an associated corporat ion.  

Notes 
I f  the taxat ion year  is  shor ter  than 51 weeks,  you have to prorate 
the business l imi t ,  based on the number of  days in  the taxat ion year  
d iv ided by 365,  before you enter  i t  on l ine 410.  

I f  you e lect  not  to  be an associated corporat ion wi th two other  
corporat ions for  the smal l  business deduct ion,  you have to f i le  
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Schedule 28,  ELECTION NOT TO BE AN ASSOCIATED CORPORATION.  For  
more deta i ls ,  see page 107 [22] .  

References 
Subsect ions 125(2) ,  125(3) ,  125(5) ,  and 256(2)  

IT-64,  CORPORATIONS:  ASSOCIAT ION AND CONTROL  

Line 425 – Reduced business l imit  

Large CCPCs that  have taxable capi ta l  employed in Canada of  
$15 mi l l ion or  more do not  qual i fy  for  the SBD. The business l imi t  is  
reduced on a st ra ight- l ine basis  for  CCPCs that  have taxable capi ta l  
employed in  Canada of  between $10 mi l l ion and $15 mi l l ion in  the 
preceding year .  Simi lar  rest r ic t ions apply to any CCPC that  is  a 
member of  an associated group that  has,  in  tota l ,  more than 
$10 mi l l ion of  taxable capi ta l  employed in  Canada.   

Reference 
Subsect ion 125(5.1)  
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Resource deduction 
Lines 435 and 438 – Resource deduction 

Corporat ions wi th taxable resource income can c la im th is  deduct ion.  
The rate is :  

• 1% ef fect ive January 1,  2003;  

• 2% ef fect ive January 1,  2004;  

• 3% ef fect ive January 1,  2005;  

• 5% ef fect ive January 1,  2006;  and 

• 7% ef fect ive January 1,  2007.  

You have to prorate these amounts us ing the number of  days in  each 
per iod in  your  taxat ion year .  

On l ines 435 and 438 on pages 18 and 30 [5] ,  enter  your  taxable 
resource income and resource deduct ion.  

Reference 
Sect ion 125.11 
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General tax reduction 
A general  tax reduct ion is  avai lab le on qual i fy ing income. This 
reduct ion is  5% for  2003 and 7% af ter  2003.  

You have to prorate these amounts us ing the number of  days in  each 
per iod in  your  taxat ion year .  

The reduct ion does not  apply to income that  benef i ts  f rom preferent ia l  
corporate tax t reatment ,  such as:  

• smal l  business income and Canadian manufactur ing and processing 
income; 

• income el ig ib le for  the deduct ion for  the generat ion of  e lect r ica l  
energy for  sa le or  the product ion of  s team for  sa le;  

• income el ig ib le for  the addi t ional  deduct ion for  credi t  unions;   

• investment  income subject  to  the refundable tax prov is ions;  and 

• taxable resource income. 
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The reduct ion wi l l  not  apply to a corporat ion that  was throughout  the 
year  an investment  corporat ion,  a mortgage investment  corporat ion,  or  
a mutual  fund corporat ion.   

Reference 
Subsect ion 123.4(1)  

General  tax reduction for Canadian-control led private 
corporat ions 

I f  you are a CCPC throughout  the taxat ion year ,  complete th is  area of  
pages 30 to 32 [5]  to  calculate the reduct ion.  Enter  the resul t ing 
amount  on l ine 638 on page 44 [7] .  

Reference 
Subsect ion 123.4(2)  

General  tax reduction 

I f  you are a corporat ion other  than a CCPC, an investment  
corporat ion,  a mortgage investment  corporat ion,  or  a mutual  fund 
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corporat ion,  complete th is  area on pages 33 and 34 [5]  to  calculate 
the reduct ion.  Enter  the resul t ing amount  on l ine 639 on page 44 [7] .  

Reference 
Subsect ion 123.4(2)  
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Refundable portion of Part I  tax 
Lines 440,  445,  and 450 

The refundable por t ion of  Par t  I  tax is  par t  of  the refundable d iv idend 
tax on hand (RDTOH).  More in format ion about  RDTOH is  in  the 
sect ion that  fo l lows.  

The refundable por t ion of  Par t  I  tax a l lows a CCPC that  has paid 
Part  I  tax on investment  income to recover  par t  of  that  tax when the 
corporat ion pays taxable d iv idends to i ts  shareholders.  The 
refundable por t ion of  Par t  I  tax only  appl ies to corporat ions that  are 
CCPCs throughout  the taxat ion year .  

The refundable por t ion of  Par t  I  tax is  based on the aggregate 
investment  income and fore ign investment  income. You have to 
determine these amounts by complet ing page 1 [1]  of  Schedule 7,  
CALCULATION OF AGGREGATE INVESTMENT INCOME AND ACTIVE BUSINESS 
INCOME. 



–  2 9 0  –  

Calculate investment  income as fo l lows:  

add 

• the e l ig ib le por t ion of  the taxable capi ta l  gains for  the year  that  is  
more than the tota l  o f :  

–  the e l ig ib le por t ion of  a l lowable capi ta l  losses for  the year ;  and  

–  the net  capi ta l  losses f rom preceding years which are appl ied in  
the year ;  

• to ta l  income f rom property  ( inc luding income f rom a speci f ied 
investment  business)  f rom which the fo l lowing amounts have been 
deducted:  

–  exempt income; 

–  Net Income Stabi l izat ion Account  (NISA) receipts;  

–  taxable d iv idends deduct ib le af ter  deduct ing re lated expenses;  
and 

–  business income f rom an interest  in  a t rust  
that  is  considered property  income under paragraph 108(5)(a) ;  
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deduct 

• to ta l  losses for  the year  f rom property  ( inc luding losses f rom 
speci f ied investment  business) .  

Fol low the inst ruct ions on Schedule 7.  When requested,  enter  "0"  i f  
the amount  is  negat ive.  

On l ines 440 and 445,  enter  the amount  of  aggregate investment  
income and the amount  of  fore ign investment  income that  you 
determined on l ines O  and P  o f  Schedule 7.  

You can inc lude taxable capi ta l  gains and a l lowable capi ta l  losses in  
a CCPC's net  investment  income only i f  you can at t r ibute the gain or  
loss to a per iod of  t ime when a CCPC, an investment  corporat ion,  a 
mortgage investment  corporat ion,  or  a mutual  fund corporat ion held 
the d isposed property .  

Calculate the amount  of  the refundable por t ion of  Par t  I  tax.  Enter  the 
amount  f rom l ine 450 in the space provided in  the "Refundable 
d iv idend tax on hand" area of  your  return.  
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References 
Subsect ions 129(3)  and 129(4)  

IT-73,  THE SMALL  BUSINESS DEDUCTION 

IT-269,  PART IV TAX ON TAXABLE DIV IDENDS RECEIVED BY A  PRIVATE 
CORPORATION OR A  SUBJECT CORPORATION 

Refundable dividend tax on hand 
Lines 460,  465,  480,  and 485 

The RDTOH account  only  appl ies to corporat ions that  were private  or  
subject  corporat ions,  which are def ined on pages 356 and 357 [64] .  

A CCPC generates RDTOH on both the Part  I  tax i t  pays on 
investment  income, and on the Part  IV tax i t  pays on d iv idends i t  
receives.  For  any other  type of  pr ivate corporat ion,  only  the Part  IV 
tax i t  pays generates RDTOH. 

For  more in format ion on taxable d iv idends deduct ib le under 
sect ion 112 or  113,  or  subsect ion 138(6) ,  see page 259 [47] .  
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For  in format ion on Part  IV tax and inst ruct ions to complete 
Schedule 3,  see page 355 [64] .  

A l l  or  par t  of  RDTOH at  the end of  the taxat ion year  is  avai lable as a 
refund i f  the corporat ion pays taxable d iv idends to the shareholders 
dur ing the taxat ion year .  

To calculate the RDTOH at  the end of  the taxat ion year ,  add the 
fo l lowing amounts:  

• the RDTOH balance at  the end of  the preceding taxat ion year  
(minus any d iv idend refund issued to the corporat ion in  the 
preceding year) ;  

• the refundable por t ion of  Par t  I  tax f rom l ine 450;  

• Part  IV tax calculated on l ine 360 of  Schedule 3;  and 

• any balance of  RDTOH transferred f rom a predecessor  corporat ion 
on amalgamat ion,  or  f rom a wound-up subsid iary corporat ion.  

For  the f i rs t  taxat ion year  of  a successor  corporat ion formed as a 
resul t  o f  an amalgamat ion,  enter  on l ine 480 a l l  RDTOH balances 
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being t ransferred f rom predecessor  corporat ions.  Do not  inc lude th is  
amount  on l ine 460.  

For  a parent  corporat ion that  wound up a whol ly  owned subsid iary,  
enter  on l ine 480 any RDTOH transferred f rom the subsid iary 
corporat ion.  On l ine 460,  enter  the RDTOH the parent  corporat ion is  
carry ing forward f rom i ts  preceding taxat ion year .  

Note 
You cannot  t ransfer  any RDTOH to a successor  or  parent  
corporat ion i f ,  had the predecessor  or  subsid iary corporat ion paid a 
d iv idend immediate ly  before the amalgamat ion or  wind-up,  
subsect ion 129(1.2)  would have appl ied to that  d iv idend.  

On l ine 485,  enter  the RDTOH at  the end of  the taxat ion year .  Also,  
enter  the same amount  on l ine B in the "Div idend refund" area of  your  
return.  

References 
Subsect ions 129(3)  and 186(5)  
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Dividend refund 
A pr ivate or  subject  corporat ion may be ent i t led to a d iv idend refund 
for  d iv idends i t  pa id whi le  i t  was a pr ivate or  subject  corporat ion,  
regardless of  whether  i t  was a pr ivate or  subject  corporat ion at  the 
end of  the taxat ion year .  

A d iv idend refund ar ises i f  you pay taxable d iv idends to shareholders,  
and i f  there is  an amount  of  RDTOH at  the end of  the taxat ion year .  

To c la im a d iv idend refund,  you have to have made an actual  payment  
to the shareholders,  unless the d iv idend is  considered paid (a deemed 
div idend).  

You can make th is  payment  e i ther  in  cash,  or  wi th some other  tangib le 
assets at  fa i r  market  va lue,  inc luding the fo l lowing:  

• stock d iv idends;  

• sect ion 84 deemed div idends;  and 

• amounts paid as in terest  or  d iv idends on income bonds or  
debentures that  are not  deduct ib le when calculat ing income. 
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I f  you lose your  private  s tatus fo l lowing a change in contro l ,  a  
deemed year-end occurs.  This  a l lows you to c la im a d iv idend refund 
for  any d iv idends paid dur ing the deemed shor t  year .  

You have to complete par ts  3 and 4 ( i f  they apply)  of  Schedule 3 to 
c la im a d iv idend refund.  The d iv idend refund is  equal  to  whichever  of  
the fo l lowing amounts is  less:  

• one th i rd of  taxable d iv idends that  you paid in  the year  whi le  a 
pr ivate or  subject  corporat ion;  or  

• the RDTOH at  the end of  the taxat ion year .  

The tota l  o f  taxable d iv idends paid for  the purpose of  the d iv idend 
refund is  equal  to  the amount  on l ine 460 of  Schedule 3.  Refundable 
d iv idend tax on hand refers to the amount  on l ine 485 in the 
"Refundable d iv idend tax on hand" area of  your  return.  

Parts 3 and 4 of  Schedule 3 

The fo l lowing expla ins how to complete par ts  3 and 4 of  Schedule 3.  
How to complete par ts  1 and 2 is  expla ined on pages 360 [65]  
and 365 [66] .  
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I f  you paid taxable d iv idends dur ing the year ,  complete par t  3 to 
ident i fy  taxable d iv idends that  qual i fy  for  the d iv idend refund.  

I f  the amount  of  d iv idends paid inc ludes d iv idends that  do not  qual i fy  
for  the d iv idend refund,  you have to deduct  these d iv idends before 
complet ing the calculat ion in  par t  3.  In  th is  case,  complete par t  4 of  
Schedule 3 to ident i fy  d iv idends that  do not  qual i fy .  

Div idends that  do not  qual i fy  are:  

• div idends paid out  of  the capi ta l  d iv idend account ;  

• capi ta l  gains d iv idends;  

• div idends paid for  shares that  do not  qual i fy  as taxable d iv idends,  
because the main purpose of  acqui r ing the shares was to receive  
a d iv idend refund (subsect ion 129(1.2)) ;  

• taxable d iv idends paid to a contro l l ing corporat ion that  was 
bankrupt  at  any t ime in the year ;  and 

• deemed div idends paid on a smal l  business development  bond.  
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Complete par t  3 of  Schedule 3 to ident i fy  a connected corporat ion that  
received taxable d iv idends that  qual i fy  for  the d iv idend refund.  

I f  the d iv idend refund is  more than the amount  of  Par t  I  tax payable 
for  the year ,  we deduct  the excess f rom any other  taxes owed under 
the INCOME TAX ACT.  Any balance lef t  over  is  avai lable for  a refund.  

I f  the tota l  d iv idends paid dur ing the year  is  d i f ferent  f rom the tota l   
o f  taxable d iv idends paid for  the purpose of  the d iv idend refund,  
complete par t  4 of  Schedule 3.  

References 
Sect ion 129 

Subsect ion 186(5)  
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Part I  tax 
Line 550 – Base amount of  Part  I  tax 

The basic rate of  Par t  I  tax is  38% of  taxable income. To determine 
the base amount  of  Par t  I  tax,  ca lculate 38% of  the taxable income 
f rom l ine 360 of  page 23 [3]  less income exempt under 
paragraph 149(1)( t ) .  

On l ine 550,  enter  th is  base amount .  

Reference 
Sect ion 123 

Line 600 – Corporate surtax 

Every corporat ion is  subject  to  the 4% sur tax on the federal  tax i t  has 
to pay.  

On page 41 [7] ,  ca lculate the 4% corporate sur tax,  and enter  i t  on 
l ine 600.  
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The 4% sur tax wi l l  be e l iminated for  smal l  and medium-sized 
corporat ions as of  January 1,  2008.  Such corporat ions wi th taxat ion 
years that  s t raddle th is  date wi l l  prorate the sur tax.  

Reference 
Sect ion 123.2 

Line 602 – Recapture of  investment tax credit  

Use Schedule 31,  INVESTMENT TAX CREDIT – CORPORATIONS,  to 
calculate the recapture of  investment  tax credi t  ( ITC) 

A corporat ion that  d isposed of  a property  used in sc ient i f ic  research 
and exper imenta l  development  (SR&ED),  or  conver ted i t  to  
commercia l  use,  should repor t  a recapture in  i ts  income tax return for  
the year  in  which the d isposi t ion or  convers ion occurred.   

I f  you per formed the SR&ED and earned the re lated ITC, the 
recapture wi l l  be whichever  is  less:  

• the ITC earned for  the property ;  or  
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• the amount  determined by apply ing the percentage you used in 
calculat ing the ITC earned on the property  to:  

–  the proceeds of  d isposi t ion of  the property  i f  you d ispose of  i t  to  
an arm's length person;  or  

–  in  any other  case,  the fa i r  market  va lue of  the property .  

I f  you per formed the SR&ED and t ransferred the qual i f ied 
expendi tures to a non-arm's length par ty  in  accordance wi th an 
agreement  descr ibed in  subsect ion 127(13) ,  the recapture wi l l  be 
whichever  is  less:  

• the ITC earned by the t ransferee on the qual i f ied expendi tures for  
the property  that  was t ransferred;  or  

• the amount  determined by the formula:  

A × B – C 

where 

–  "A"  is  the percentage that  the t ransferee used in determin ing i ts  
ITC; 
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–  "B"  is  the proceeds of  d isposi t ions of  the property  i f  you d ispose 
of  i t  to  an arm's length person,  or  in  any other  case,  the fa i r  
market  va lue of  the property ;  and 

–  "C" is  the amount ,  i f  any,  added to the tax payable under 
subsect ion 127(27)  for  the property .  This  a l lows for  the s i tuat ion 
where you t ransferred only a por t ion of  the cost  of  the property  in  
an agreement  under subsect ion 127(13) .  

I f  you t ransferred a por t ion of  the expendi tures and c la imed a por t ion 
of  that  expendi ture for  ITC purposes,  both calculat ions wi l l  apply.  

On l ine 602,  enter  the amount  of  recapture of  ITC. 

For  more in format ion,  see guide T4088,  ca l led CLAIMING SCIENTIF IC  
RESEARCH AND EXPERIMENTAL DEVELOPMENT – GUIDE TO FORM T661.  
Also see our  Web s i te  at  www.cra.gc.ca/sred.  

Reference 
Subsect ions 127(27)  to (35)  
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Line 604 – Refundable tax on CCPC's investment income 

An addi t ional  refundable tax of  6 2/3% is  lev ied on the investment  
income (other  than deduct ib le d iv idends)  of  a CCPC. This addi t ional  
tax is  not  par t  of  the corporate sur tax base.  

This  addi t ional  tax wi l l  be added to the refundable d iv idend tax on 
hand (RDTOH).  The RDTOH pool  wi l l  be refunded when d iv idends are 
paid to shareholders (at  a rate of  1/3 of  taxable d iv idends paid) .  

A CCPC wi th investment  income has to calculate th is  addi t ional  tax on 
page 42 [7]  and enter  the amount  on l ine 604.  

References 
Sect ion 123.3 

Subsect ion 129(3)  

Line 608 – Federal  tax abatement 

The federal  tax abatement  is  equal  to  10% of  taxable income earned 
in the year  in  a Canadian prov ince or  terr i tory less income exempt 
under paragraph 149(1)( t ) .  The federal  tax abatement  reduces Part  I  



–  3 0 7  –  

tax payable.  Income earned outs ide Canada is  not  e l ig ib le for  the 
federal  tax abatement .  

On l ine 608,  enter  the amount  of  federal  tax abatement .  

Reference 
Sect ion 124 

Line 616 – Manufacturing and processing profi ts deduction 

Corporat ions that  der ive at  least  10% of  thei r  gross revenue for  the 
year  f rom manufactur ing or  processing goods in  Canada for  sa le or  
lease can c la im the manufactur ing and processing prof i ts  deduct ion 
(MPPD).  The MPPD reduces Part  I  tax otherwise payable.  

The MPPD appl ies to the par t  of  taxable income that  represents 
Canadian manufactur ing and processing prof i ts .  Calculate the MPPD 
at  the rate of  7% on income that  is  not  e l ig ib le for  the smal l  business 
deduct ion (SBD).  
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Use Schedule 27,  CALCULATION OF CANADIAN MANUFACTURING AND 
PROCESSING PROFITS DEDUCTION,  to  calculate the manufactur ing and 
processing prof i ts  deduct ion.  

There are two ways to calculate Canadian manufactur ing and 
processing prof i ts :  a  s impl i f ied method for  smal l  manufactur ing 
corporat ions,  and a basic  labour and capi ta l  formula for  other  
corporat ions.  These methods are out l ined in  par ts  1 and 2 of  
Schedule 27.  

A corporat ion 's  manufactur ing labour and capi ta l  is  based on the 
labour and capi ta l  employed in qual i f ied act iv i t ies.  These act iv i t ies 
are d iscussed in in terpretat ion bul le t in  IT-145,  CANADIAN 
MANUFACTURING AND PROCESSING PROFITS – REDUCED RATE OF 
CORPORATE TAX.  

Smal l  manufactur ing corporat ions only  have to complete par t  1 of  
Schedule 27,  and are ent i t led to calculate the MPPD on thei r  ent i re 
adjusted business income. Essent ia l ly ,  a  corporat ion 's  adjusted 
business income is  i ts  income f rom an act ive business i t  carr ied on in  
Canada that  is  more than i ts  losses f rom s imi lar  businesses.  I f  the 
corporat ion is  involved in  resource act iv i t ies,  i t  has to reduce the 
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adjusted business income by i ts  net  resource income, i ts  refund 
interest ,  and a por t ion of  i ts  prescr ibed resource loss.  Schedule 27 
shows how to calculate the adjusted business income. 

To qual i fy  as a smal l  manufactur ing corporat ion,  you have to meet  al l  
o f  the fo l lowing requi rements:  

• the act iv i t ies dur ing the year  were main ly  manufactur ing or  
processing;  

• the act ive business income and that  of  any associated Canadian 
corporat ions was not  more than $200,000;  

• you were not  engaged in any act iv i t ies speci f ica l ly  exc luded f rom 
manufactur ing and processing,  as def ined in  subsect ion 125.1(3) ;  

• you were not  engaged in processing ore (other  than i ron ore or  tar  
sands ore)  f rom a mineral  resource located outs ide Canada to any 
stage that  is  not  beyond the pr ime metal  s tage or  i ts  equivalent ;  

• you were not  engaged in processing i ron ore f rom a mineral  
resource located outs ide Canada to any stage that  is  not  beyond 
the pel le t  s tage or  i ts  equivalent ;  
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• you were not  engaged in processing tar  sands located outs ide 
Canada to any stage that  is  not  beyond the crude o i l  s tage or  i ts  
equivalent ;  and 

• you d id not  carry on any act ive business outs ide Canada at  any 
t ime dur ing the year .  

Corporat ions that  do not  qual i fy  as smal l  manufactur ing corporat ions 
have to complete par t  2 of  Schedule 27.  In  par t  2,  you wi l l  f ind the 
basic  formula for  ca lculat ing Canadian manufactur ing and processing 
prof i ts ,  as wel l  as deta i led inst ruct ions on how to complete the 
schedule.  

Corporat ions that  produce e lect r ic i ty  or  s team for  sa le are a l lowed the 
7% manufactur ing and processing tax reduct ion.  Complete par ts  10 to 
13 of  Schedule 27 to calculate th is  reduct ion.  

On l ine 616,  enter  the amount  of  the manufactur ing and processing 
prof i ts  deduct ion determined in par t  9 of  Schedule 27.  

References 
Sect ion 125.1 
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Regulat ion 5200 

IT-145,  CANADIAN MANUFACTURING AND PROCESSING PROFITS – 
REDUCED RATE OF CORPORATE TAX 

Lines 620 and 624 – Investment corporat ion deduction 

A Canadian publ ic  corporat ion that  is  an investment corporat ion,  as 
def ined in  subsect ion 130(3) ,  can c la im a deduct ion f rom Part  I  tax 
that  the corporat ion would otherwise have to pay.  This  deduct ion is  
equal  to  20% of  the taxable income for  the year  that  is  more than the 
taxed capi ta l  gains for  the year .  

On l ine 624,  enter  the investment  corporat ion 's  taxed capi ta l  gains.  
On l ine 620,  enter  the amount  of  the deduct ion you are c la iming.  

References 
Sect ion 130 

Line 628 – Addit ional  deduction – credit  unions 

Although a credi t  union is  not  general ly  considered a pr ivate 
corporat ion,  i t  is  e l ig ib le for  the smal l  business deduct ion.  A credi t  
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union can a lso deduct  an extra 16% of  i ts  taxable income that  was not  
e l ig ib le for  the smal l  business deduct ion.  

Wi th th is  addi t ional  deduct ion,  a credi t  union can pay tax at  a reduced 
rate on income i t  needs to bui ld  up a tax-paid reserve that  is  equal  to  
5% of  deposi ts  and capi ta l .  Provinc ia l  and terr i tor ia l  s tatutes requi re 
these reserves.  The credi t  union cannot  d is t r ibute these reserves to 
i ts  members.  

Use Schedule 17,  CREDIT  UNION DEDUCTIONS,  to  c la im the addi t ional  
deduct ion.  Credi t  unions have to complete the Schedule 17 boxes 
cal led "Addi t ional  deduct ion"  and "Preferred rate amount  at  the end  
of  the taxat ion year"  to  c la im th is  addi t ional  deduct ion.  

The addi t ional  deduct ion is  16% of  whichever  of  the fo l lowing amounts 
is  less:  

• the taxable income for  the year ;  or  

• 4/3 of  the maximum cumulat ive reserve  a t  the end of  the year ,  
minus  the preferred-rate amount  a t  the end of  the preceding 
taxat ion year ;  
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minus 

• the least  of  l ines 400,  405,  410,  and 425 of  the smal l  business 
deduct ion calculat ion (pages 23 to 26 [4]  of  the return) .  

General ly ,  a  credi t  union 's  maximum cumulat ive reserve  is  equal  to  
5% of  the amounts owing to members,  inc luding members '  deposi ts ,  
plus  5% of  a l l  members '  share capi ta l  in  the credi t  union.  

The preferred-rate amount  a t  the end of  a taxat ion year  is  equal  to  
the tota l  o f  the preferred rate amount  at  the end of  the preceding 
year ,  plus  25/4 of  the amount  of  the smal l  business deduct ion for  the 
year .  

On l ine 628,  enter  the credi t  union 's  addi t ional  deduct ion.  

Reference 
Sect ion 137 

Line 632 – Federal  foreign non-business income tax credit  

Use Schedule 21,  FEDERAL FOREIGN INCOME TAX CREDITS AND FEDERAL 
LOGGING TAX CREDIT,  to  calculate th is  credi t .  
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A federal  fore ign non-business income tax credi t  is  avai lable to 
Canadian res idents to prevent  double taxat ion of  any non-business 
income earned in a fore ign country that  was taxed by that  fore ign 
country.  The credi t  is  a lso avai lable to author ized fore ign banks on 
thei r  Canadian banking business f rom sources in  a fore ign country.  
This  credi t  reduces Part  I  tax that  the corporat ion would otherwise 
have to pay.  

Fore ign non-business income inc ludes d iv idends,  in terest ,  and capi ta l  
gains.  I t  does not  inc lude d iv idends received f rom fore ign af f i l ia tes,  or  
income f rom operat ing a business in  a fore ign country.  

Fore ign non-business income tax does not  inc lude any fore ign tax 
paid on income that  is  exempt f rom tax in  Canada under an income 
tax t reaty.  

As another  opt ion,  under subsect ion 20(12) ,  instead of  c la iming a 
fore ign non-business income tax credi t ,  a  corporat ion can deduct  f rom 
income al l  or  any par t  of  non-business income tax i t  pa id to a fore ign 
country.  
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I f ,  a f ter  you c la im the federal  fore ign non-business income tax credi t ,  
there is  any fore ign non-business income tax le f t  over ,  you can c la im 
i t  as a prov inc ia l  or  terr i tor ia l  fore ign tax credi t .  See page 385 [69]  for  
deta i ls .  

Under sect ion 110.5 and subparagraph 115(1)(a)(v i i ) ,  you can a lso 
increase your  taxable income so that  you can use an otherwise 
non-deduct ib le fore ign non-business income tax credi t .  See 
"L ine 355 – Sect ion 110.5 addi t ions and/or  subparagraph 
115(1)(a)(v i i )  addi t ions"  on page 267 [48]  for  deta i ls .  

To c la im th is  credi t ,  complete par t  1 of  Schedule 21.  Calculate the 
federal  fore ign non-business income tax credi t  for  each country 
separate ly .  Use more than one schedule i f  more space is  requi red.  

Add a l l  the a l lowable fore ign non-business income tax credi ts  in  
column I  on Schedule 21.  Then,  enter  the tota l  a l lowable credi t  or  a 
lesser  amount  on l ine 632.  

References 
Subsect ion 126(1)  

IT-270,  FOREIGN TAX CREDIT 



–  3 1 6  –  

Line 636 – Federal  foreign business income tax credit  

Use Schedule 21,  FEDERAL FOREIGN INCOME TAX CREDITS AND FEDERAL 
LOGGING TAX CREDIT,  to  calculate th is  credi t .  

To prevent  double taxat ion,  a corporat ion that  pays fore ign tax on 
income or  prof i ts  i t  earned f rom operat ing a business in  a fore ign 
country can c la im a federal  fore ign business income tax credi t .  This  
credi t  reduces the Part  I  tax that  the corporat ion would otherwise 
have to pay.  

Unl ike fore ign non-business income tax,  you cannot  deduct  excess 
fore ign business income tax paid as a prov inc ia l  or  terr i tor ia l  fore ign 
tax credi t .  However,  under sect ion 110.5,  you can increase taxable 
income so as to c la im an otherwise non-deduct ib le fore ign business 
income tax credi t .  See L ine 355 on page 267 [48]  for  deta i ls .  

To c la im th is  credi t ,  complete par t  2 of  Schedule 21.  Calculate the 
fore ign business income tax credi t  for  each country separate ly .  Use 
more than one schedule i f  more space is  requi red.  
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Add a l l  a l lowable fore ign business income tax credi ts  in  co lumn J on 
Schedule 21.  Then,  enter  the tota l  a l lowable credi ts  or  a lesser  
amount  on l ine 636.  

Notes 
Foreign business income tax does not  inc lude any fore ign tax paid 
on income that  is  exempt f rom tax in  Canada under an income tax 
t reaty.  

When calculat ing income for  the year  f rom sources in  a fore ign 
country,  deduct  the maximum amount  of  fore ign explorat ion and 
development  expense that  is  deduct ib le on a country-by-country 
basis .  

References 
Subsect ion 126(2)  

IT-270,  FOREIGN TAX CREDIT 

Continuity of  unused federal  foreign business income tax credits 

Complete par t  3  of  Schedule 21 i f  you have a fore ign business income 
tax credi t  that :  
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• expired in  the current  year ;  

• was t ransferred f rom an amalgamat ion or  wind-up;  

• was deducted in  the current  year ;  or  

• was carr ied back to a pr ior  year .  

You have to establ ish the cont inui ty  and the appl icat ion of  the fore ign 
tax credi ts  on business income for  each country.  Use more than one 
schedule i f  more space is  requi red.  

Carry back or carry forward of  unused credits 

You can carry back any unused fore ign business income tax credi t  to  
the three preceding taxat ion years,  and you can carry the credi t  
forward for  seven taxat ion years.   

Credi ts  earned in taxat ion years ending af ter  March 22,  2004,  can be 
carr ied forward for  ten taxat ion years.   

To c la im a carry-back to prev ious years,  complete par t  4 of  
Schedule 21.  
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Note 
You can use th is  credi t  only  to reduce Part  I  tax on income 
or ig inat ing f rom the same fore ign country.  

Lines 638 and 639 – General  tax reduction 

Calculate th is  reduct ion on page 44 [5] .   

I f  you were a CCPC throughout  the taxat ion year ,  enter  the amount  on 
l ine 638.  

I f  you were a corporat ion other  than a CCPC, an investment  
corporat ion,  a mortgage investment  corporat ion,  or  a mutual  fund 
corporat ion,  enter  the amount  on l ine 639.  See "General  tax 
reduct ion"  on page 285 [52]  for  deta i ls .  

Line 640 – Federal  logging tax credit  

Corporat ions that  have income f rom logging operat ions and have paid 
logging tax to the prov ince of  Quebec or  Br i t ish Columbia can c la im 
th is  credi t .  
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Complete par t  5 of  Schedule 21,  FEDERAL FOREIGN INCOME TAX 
CREDITS AND FEDERAL LOGGING TAX CREDIT,  to  calculate th is  credi t .  On 
l ine 640,  enter  the credi t  you calculated on l ine 580 of  Schedule 21 or  
a lesser  amount .  

References 
Subsect ion 127(1)  

Regulat ion 700 

Lines 644 and 646 – Federal  pol i t ical  contr ibution tax credit  

A corporat ion that  made monetary contr ibut ions in  the year  to a 
regis tered federal  pol i t ica l  par ty  or  to  a candidate conf i rmed in a 
federal  e lect ion may be able to c la im th is  tax credi t .  

Note 
The CANADA ELECTIONS ACT may restr ic t  monetary contr ibut ions.  

However,  a corporat ion cannot  deduct  pol i t ica l  contr ibut ions that  
qual i fy  for  any grant ,  credi t ,  subsidy,  or  other  form of  ass is tance  
f rom other  government  bodies.  
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The federal  pol i t ica l  tax credi t  is  ca lculated as fo l lows:  

• 75% of  the f i rs t  $400 contr ibuted;  

plus 

• 50% of  the next  $350 contr ibuted;  

plus 

• 33 1/3% of  the next  $525 contr ibuted,  to  a maximum of  $650.  

An of f ic ia l  receipt  is  one that  is  s igned by the regis tered agent  for  the 
regis tered par ty  or  the of f ic ia l  agent  of  the candidate.  We can only 
accept  photocopies i f  the issuer  cer t i f ies them as t rue copies.  You do 
not  have to f i le  receipts wi th the return.  However,  keep them in case 
we ask for  them later .  

On l ine 646,  enter  the tota l  amount  of  qual i fy ing contr ibut ions and,  on 
l ine 644,  the amount  of  the a l lowable credi t .  

References 
Subsect ion 127(3)  
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IC 75-2,  CONTRIBUTIONS TO A  REGISTERED POLIT ICAL  PARTY OR TO A  
CANDIDATE AT  A  FEDERAL ELECTION 

Line 648 – Federal  qual i fying environmental  trust  tax credit  

A corporat ion that  is  the benef ic iary under a qual i fy ing envi ronmental  
t rust  can c la im a tax credi t  equal  to  Part  XI I .4  tax payable by the t rust  
on that  income.  

The sole purpose of  a qual i fy ing envi ronmental  t rust  must  be for  
funding the rec lamat ion of  a s i te  in  Canada that  had been used 
pr imar i ly  for ,  or  for  any combinat ion of :  

• the operat ion of  a mine;  

• the extract ion of  c lay,  peat ,  sand,  shale,  or  aggregates;  or  

• the deposi t  o f  waste.  

On l ine 648,  enter  the credi t  c la im up to the amount  of  Par t  I  tax 
otherwise payable.  On l ine 792 (page 47 [8]  ) ,  enter  any unused 
amount .  
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Reference 
Sect ion 127.41 

Line 652 – Investment tax credit  

A corporat ion can c la im ITCs to reduce Part  I  tax that  i t  would 
otherwise have to pay,  or  in  some cases th is  credi t  may be fu l ly  or  
par t ia l ly  refundable.  

Use Schedule 31,  INVESTMENT TAX CREDIT – CORPORATIONS,  to 
calculate the investment  tax credi t  ( ITC).  

A corporat ion earns ITCs by apply ing a speci f ied percentage to the 
cost  of  acqui r ing cer ta in property .  However,  you f i rs t  have to reduce 
the capi ta l  cost  of  the property  by any government  or  non-government  
ass is tance you received or  wi l l  receive for  that  proper ty .  Any goods 
and serv ices tax/harmonized sales tax (GST/HST) input  tax credi t  or  
rebate received for  proper ty  acqui red is  considered government  
ass is tance.  
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Note 
A speci f ied percentage of  prov inc ia l  or  terr i tor ia l  deduct ions for  
sc ient i f ic  research and exper imenta l  development  (SR&ED) in  
excess of  the actual  amount  of  the expendi ture are t reated as 
government  ass is tance.   

On page 2 [2]  of  Schedule 31,  we l is t  the percentages you have to 
apply to e l ig ib le investments and expendi tures.  

You may earn an ITC of  20% of  the SR&ED qual i f ied expendi ture pool  
at  the end of  the year .  

General ly ,  th is  pool  wi l l  inc lude a l l  qual i f ied expendi tures the 
corporat ion incurred in  the year  and any qual i f ied expendi tures 
t ransferred to the corporat ion under an agreement  in  paragraph 
127(13)(e)  (see Form T1146,  AGREEMENT TO TRANSFER QUALIF IED 
EXPENDITURES INCURRED IN  RESPECT OF SCIENTIF IC  RESEARCH AND 
EXPERIMENTAL DEVELOPMENT (SR&ED) CONTRACTS CARRIED ON IN  
CANADA).  However,  amounts the corporat ion t ransferred dur ing the 
year ,  under paragraph 127(13)(d)  (see Form T1146),  wi l l  reduce th is  
account .  
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Some CCPCs can c la im an addi t ional  ITC of  15% on qual i f ied 
expendi tures,  up to thei r  expendi ture l imi t .  

A CCPC's expendi ture l imi t  wi l l  be reduced by the reduct ion to the 
CCPC's business l imi t  under sect ion 125.  In  that  case,  i f  the CCPC's 
business l imi t  is  n i l ,  i ts  expendi ture l imi t  wi l l  a lso be n i l .  

Investments and expenditures that  qual i fy for ITC  

The fo l lowing investments and expendi tures earn an ITC: 

A.  the cost  of  acqui r ing qual i f ied property ;  

B.  the cost  of  acqui r ing cer t i f ied property ;   

C.  qual i f ied expendi tures that  are par t  of  the SR&ED qual i f ied 
expendi ture pool ;  and 

D.  pre-product ion min ing expendi tures incurred af ter  2002.  
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The fo l lowing are def in i t ions of  investment  and expendi ture:  

A.  Qual i f ied property  (o ther  than cer t i f ied property  or  approved 
pro ject  proper ty)  inc ludes new prescr ibed bui ld ings,  machinery,  or  
equipment  acqui red dur ing the year  to use in  cer ta in act iv i t ies.  See 
the "Act iv i t ies that  qual i fy  for  the investment  tax credi t "  sect ion 
that  fo l lows.  

B.  Cert i f ied property  inc ludes prescr ibed bui ld ings or  machinery and 
equipment ,  other  than approved pro ject  proper ty ,  acqui red dur ing 
the year  to use in  prescr ibed areas of  s low growth in  Canada.  To 
f ind out  where these prescr ibed areas are,  see Regulat ion 4602.  

C.  Qual i f ied expenditures for SR&ED  are def ined in  
subsect ion 127(9) .  SR&ED is  def ined in  subsect ion 248(1) .  

D.  Pre-production mining expenditures are def ined in  
subsect ion 127(9) .  

Activi t ies that  qual i fy for an ITC 

You can earn ITCs on qual i f ied proper ty  acqui red pr imar i ly  for  use in  
designated act iv i t ies in  speci f ic  areas.  
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The speci f ic  areas are Newfoundland and Labrador,  Nova Scot ia,  
Pr ince Edward Is land,  New Brunswick,  the Gaspé Peninsula,  and 
prescr ibed of fshore regions.  

Designated act iv i t ies inc lude,  among others,  the fo l lowing:  

• manufactur ing or  processing goods for  sa le or  lease;  

• prospect ing,  explor ing,  ext ract ing,  and developing minerals ;  

• explor ing,  dr i l l ing,  operat ing an o i l  or  gas wel l ,  and extract ing o i l  or  
natura l  gas;  

• processing ore,  i ron ore,  or  tar  sands to the pr ime metal  s tage only;  

• logging;  

• farming or  f ish ing;  and 

• Canadian f ie ld processing.  

In  addi t ion,  the fo l lowing ru les apply to cer ta in corporat ions that  lease 
qual i f ied proper t ies:   
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• For a corporat ion wi th a pr inc ipal  business of  leasing proper ty ,  
lending money,  or  purchasing condi t ional  sa les contracts,  accounts 
receivable,  or  other  obl igat ions,  proper ty  acqui red for  the purposes 
of  leasing i t  in  the ord inary course of  carry ing on business in  
Canada is  considered qual i f ied proper ty .  

• For a corporat ion wi th a pr inc ipal  business of  manufactur ing 
property  that  i t  se l ls  or  leases,  property  acquired for  leasing 
purposes is  considered qual i f ied proper ty  only  i f  the corporat ion 
manufactures i t  and leases i t  in  the ord inary course of  i ts  business 
in  Canada.  

• For a corporat ion wi th a pr inc ipal  business of  se l l ing or  serv ic ing 
property ,  proper ty  acqui red for  leasing purposes is  considered 
qual i f ied property  only  i f  i t  is  a type of  proper ty  that  the corporat ion 
sel ls  or  serv ices,  and the property  is  leased in the ord inary course 
of  carry ing on business in  Canada.  

Quali f ied expenditures for scienti f ic research and experimental  
development (SR&ED) 

You have to f i le  Form T661,  CLAIM FOR SCIENTIF IC  RESEARCH AND 
EXPERIMENTAL DEVELOPMENT (SR&ED) CARRIED OUT IN  CANADA,  a long 
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wi th Schedule 31 when making a c la im for  an ITC on qual i f ied 
expendi tures for  SR&ED. See page 210 [39]  for  more in format ion.  

Depending on i ts  taxable income, a CCPC can earn ITCs at  the rate 
of  35% on current  and capi ta l  SR&ED expendi tures,  up to the 
expendi ture l imi t .  

The ITC earned at  the rate of  20% on SR&ED expendi tures that  
exceed the expendi ture l imi t  is  not  refundable to a CCPC wi th a 
taxable income for  the preceding year  of  more than $300,000.  Also,   
a  CCPC cannot  c la im an ITC refund when i t  is  associated wi th other  
corporat ions i f  the tota l  taxable income of  a l l  associated corporat ions 
for  thei r  preceding year  is  more than $300,000.  For  e l ig ib le 
corporat ions,  the ITC is  s t i l l  re fundable at  the rate of  40% or  100%. 
See Schedule 31 for  deta i ls .  

When you calculate ITCs earned in the year ,  you cannot  use SR&ED 
expendi tures that  you have a l ready used to c la im a refund of  
Part  VI I I  tax.  
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Note 
You have to ident i fy  qual i f ied SR&ED expendi tures on Form T661 
and Schedule 31 no la ter  than 12 months af ter  the f i l ing due date  
for  the year  the expendi tures were incurred (wi thout  reference to 
subsect ion 78(4)) .  

Reference 
Subsect ions 37(11)  and 127(9)  

Available-for-use rule 

A corporat ion is  not  considered to have acquired a property  or  made 
capi ta l  expendi tures for  earn ing an investment  tax credi t  unt i l  the 
property  becomes avai lable for use.  

For  more in format ion about  the avai lable- for-use ru le,  see "When is  
proper ty  avai lable for  use?" on page 163 [32] .  

References 
Subsect ions 13(26)  to 13(32)  and 127(11.2)  
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Investment tax credit  claim 

You can deduct  the fu l l  amount  of  ITC against  federal  Par t  I  tax 
payable.  I f  c la iming an ITC for  a depreciable proper ty ,  inc luding 
shared-use equipment ,  reduce the capi ta l  cost  of  the property  in  the 
next  taxat ion year  by the amount  of  th is  year 's  ITC. I f  c la iming an ITC 
for  SR&ED expendi tures,  other  than expendi tures for  shared-use 
equipment ,  reduce the SR&ED expendi ture pool  in  the next  taxat ion 
year  by the amount  of  th is  year 's  ITC. For  more in format ion,  see 
Schedule 8,  "Column 4 – Net  adjustments"  on page 175 [34] .  

Note 
A corporat ion cannot  c la im an ITC for  an expense or  expendi ture 
incurred in  the course of  earn ing income i f  any of  that  income is  
exempt.  ITCs a lso cannot  be c la imed for  expenses or  expendi tures 
incurred in  earn ing taxable income that  is  exempt f rom tax under 
Part  I .  This  appl ies to a l l  taxat ion years.  

References 
Subsect ions 13(7.1)  and 37(1)  
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You can carry forward ITCs not  prev iously  deducted for  ten years,  or  
carry them back three years,  to  reduce Part  I  tax.  Remember that  you 
can only carry back ITCs to a pr ior  year  i f  you cannot  deduct  them in 
the year  you earn them. 

Specia l  ru les rest r ic t  the carry forward and carry back of  ITCs 
fo l lowing an acquis i t ion of  contro l .  

Note 
ITCs earned for  pre-product ion min ing expendi tures cannot  be 
carr ied back to a taxat ion year  ending before January 1,  2003.  

References 
Paragraph 127(5)(a)  

Subsect ions 127(9.1)  and 127(9.2)  

When to complete Schedule 31 

Complete and f i le  Schedule 31 wi th the return i f  the corporat ion:  

• acquired any qual i f ied proper ty  or  incurred any expendi tures 
qual i fy ing for  ITC purposes;  
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• is  carry ing forward unused ITCs f rom a prev ious year ;  

• is  t ransferr ing unused ITCs f rom a predecessor  corporat ion on 
amalgamat ion,  or  f rom a subsid iary corporat ion on wind-up;  

• is  apply ing ITCs against  Par t  I  tax;  

• is  request ing a carryback of  unused ITCs to a pr ior  taxat ion year ;  or  

• is  request ing a refund of  unused ITCs.  

Complete Schedule 31 and enter  the amount  of  the ITC for  the current  
year  on l ine 652.  

Note 
El ig ib i l i ty  for  an ITC is  l imi ted to those expenses or  expendi tures 
ident i f ied in  Schedule 31 f i led wi th in 12 months of  the f i l ing due 
date for  the taxat ion year  in  which the expenses were made or  
incurred (wi thout  reference to subsect ion 78(4)) .  

Investment tax credit  refund 

Certa in CCPCs can c la im a refund of  the unused ITC they earned 
dur ing the taxat ion year .  The refund rates are as fo l lows:  
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A.  Qual i fy ing corporat ions can request  a 40% refund of  the ITC they 
earned in the taxat ion year .  

B.  Most  qual i fy ing corporat ions that  have ITCs they earned in the 
taxat ion year  on SR&ED expendi tures can c la im:  

• a fu l l  re fund (100%) of  the ITC they earned on the f i rs t  $2 mi l l ion 
of  current  SR&ED expendi tures;  

plus 

• 40% of  the ITC they earned on any current  expendi tures that  are 
more than $2 mi l l ion;  

plus 

• 40% of  the ITC they earned on capi ta l  expendi tures at  the rate 
of  35% or  20%. 

Definit ion 

A quali fying corporat ion  is  a CCPC whose taxable income before the 
appl icat ion of  the speci f ied future tax consequences (see note on 
page 336 [ th is  page]  ) ,  plus  the taxable incomes of  a l l  associated 
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corporat ions before the appl icat ion of  the speci f ied future tax 
consequences ( for  taxat ion years ending in  the same calendar year  as 
the corporat ion 's  preceding taxat ion year)  is  not  more than the tota l  o f  
the business l imi ts  of  the corporat ion and the associated corporat ions 
for  those preceding years.  The business l imi t  can be reduced by 
Part  I .3  tax.  

Qual i fy ing corporat ions that  c la im ITCs at  the rate of  35% on qual i f ied 
SR&ED expendi tures have a maximum expenditure l imi t  o f  $2 mi l l ion 
to calculate the ITCs.  

I f  the corporat ion is  associated wi th one or  more corporat ions,  you 
have to a l locate the expendi ture l imi t  among the associated 
corporat ions on Schedule 49,  AGREEMENT AMONG ASSOCIATED 
CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO ALLOCATE THE 
EXPENDITURE L IMIT .  See page 105 [22]  in  th is  guide for  deta i ls  about  
Schedule 49.  

You have to f i le  Schedule 31 to c la im the ITC refund.  On l ine 780 of  
your  return,  enter  the ITC refund c la im calculated on Schedule 31.  
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Note 
The taxable income ment ioned in the def in i t ion of  "qual i fy ing 
corporat ion"  is  determined before tak ing in to considerat ion the 
"speci f ied future tax consequences."  These speci f ied future tax 
consequences inc lude,  among others,  the carry-back of  losses f rom 
later  years that  would have reduced the taxable income for  the year  
in  which those losses were appl ied.  This  amendment appl ies to 1996 
and later  taxat ion years.  For  more in format ion,  see the def in i t ion of  
"speci f ied future tax consequence" in  subsect ion 248(1) .  

Corporat ions may be associated because the same group of  persons 
contro ls  them, but  the members of  th is  group do not  act  together  and 
have no other  connect ion to each other .   

For  taxat ion years ending af ter  March 22,  2004,  CCPC's that  are 
associated only  because of  the above def in i t ion of  a group wi l l  not  be 
considered associated for  the fo l lowing calculat ions:  

• the refundable ITC on e l ig ib le SR&ED expendi tures;  

• calculat ing the expendi ture l imi t ;  and 

• al locat ing the expendi ture l imi t .   
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For  th is  except ion to apply,  one of  the corporat ions must  have at  least  
one shareholder  who is  not  common to both corporat ions.  

References 
Sect ion 127.1 

Subsect ions 127(5)  to  127(12)  and 248(1)  

Regulat ions 2902 and 4600 

IT-151,  SCIENTIF IC  RESEARCH AND EXPERIMENTAL DEVELOPMENT 
EXPENDITURES 

Part  I  tax payable 

Part  I  tax payable for  the year  is  the basic  Part  I  tax plus  the amount  
of  sur tax,  the amount  of  recapture of  ITC, and the refundable tax on 
the CCPC's investment  income ( l ine A p lus l ines B,  C,  and D),  minus  
any a l lowable deduct ions and credi ts  ( l ine F) .   

Enter  th is  amount  on l ine G,  and a lso on l ine 700 in the "Summary of  
tax and credi ts"  sect ion on page 45 [8]  of  your  return.  
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Summary of tax and credits 
In  the "Summary of  tax and credi ts"  area of  your  return,  summarize 
the amounts of  federal  and provinc ia l  or  terr i tor ia l  tax payable,  as wel l  
as the credi ts  and refunds c la imed to reduce tota l  tax payable.  

Federal tax 
Line 700 – Part  I  tax payable 

On l ine 700,  enter  the amount  of  Par t  I  tax payable that  you 
determined on l ine G of  page 45 [7] .  

Line 704 – Part  I .3  tax payable 

Part  I .3  lev ies a tax on the taxable capi ta l  employed in Canada by 
large corporat ions,  inc luding large f inancia l  inst i tu t ions and large 
insurance corporat ions.  The Part  I .3  tax rate is :  

• 0.225% for  ca lendar years 2003 and ear l ier ;  

• 0.200% for  ca lendar year  2004;  

• 0.175% for  ca lendar year  2005;  
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• 0.125% for  ca lendar year  2006;  

• 0.0625% for  ca lendar year  2007;  and 

• ni l  for  ca lendar years 2008 and later .  

For  taxat ion years that  s t raddle a calendar year ,  the rate is  prorated 
based on the number of  days in  each calendar year .   

This  rate of  tax is  appl ied to the taxable capi ta l  employed in Canada 
that  is  more than the capi ta l  deduct ion of  $10 mi l l ion for  the year .  The 
capi ta l  deduct ion is  increased to $50 mi l l ion ef fect ive for  taxat ion 
years ending in  2004 and later .   

A lso,  under subsect ion 181.1(4) ,  a  corporat ion can deduct  i ts  
Canadian sur tax payable for  the year  f rom the amount  of  Par t  I .3   
tax payable.  This  is  ca l led the surtax credit .  

You can deduct  unused sur tax credi t  f rom Part  I .3  tax in  any of  the 
three preceding and seven fo l lowing taxat ion years.  
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To calculate the balance of  unused sur tax credi ts  and to carry back 
any unused sur tax credi ts ,  f i le  Schedule 37,  CALCULATION OF UNUSED 
SURTAX CREDIT.  

I f  the corporat ion is  a member of  a re lated group,  a l locate the capi ta l  
deduct ion among the members.  Use Schedule 36,  AGREEMENT AMONG 
RELATED CORPORATIONS – PART I .3 TAX,  to  a l locate the capi ta l  
deduct ion.  F i le  th is  schedule wi th the return.  

Notes 
For th is  a l locat ion,  a CCPC is  re lated only  to corporat ions wi th 
which i t  is  a lso associated.  

Schedule 36 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 36 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we wi l l  
ask for  one.  

F i le  the appl icable Part  I .3  tax return wi th the T2 return i f  there is  
Par t  I .3  tax payable,  or  i f  there would have been,  i f  not  for  the 
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deduct ion of  a sur tax credi t .  To calculate Part  I .3  tax,  use whichever 
appl ies:  

• Schedule 33,  PART I .3 TAX ON LARGE CORPORATIONS;  

• Schedule 34,  PART I .3 TAX ON FINANCIAL  INSTITUTIONS;  or  

• Schedule 35,  PART I .3 TAX ON LARGE INSURANCE CORPORATIONS.  

The fo l lowing corporat ions do not  have to pay tax under Part  I .3 :  

• bankrupt  corporat ions;  

• corporat ions exempt f rom tax under sect ion 149 on a l l  the i r  taxable 
income; 

• corporat ions that  were not  res ident  in  Canada and d id not  carry on 
a business f rom a permanent  establ ishment  in  Canada;  

• deposi t  insurance corporat ions;  and 

• a corporat ion descr ibed in  subsect ion 136(2)  whose pr inc ipal  
business is  market ing natura l  products belonging to or  acqui red 
f rom i ts  members or  customers.  
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On l ine 704,  enter  the amount  of  Par t  I .3  tax payable.  

Par t  I .3  insta lment  requi rements are the same as those for  Par t  I .   
For  more in format ion,  see guide T7B Corp,  ca l led CORPORATION 
INSTALMENT GUIDE.  

References 
Subsect ions 181(1)  to 181.7 

T7B Corp,  CORPORATION INSTALMENT GUIDE 

Line 708 – Part  I I  surtax payable 

Under Part  I I ,  tobacco manufacturers have to pay a sur tax equal  to  
50% of  Par t  I  tax on tobacco manufactur ing prof i ts  for  the year .   

F i le  Schedule 46,  PART I I  –  TOBACCO MANUFACTURERS'  SURTAX,  and 
at tach i t  to  the return.  See the schedule for  more deta i ls .   

On l ine 708,  enter  the amount  of  Par t  I I  sur tax payable.  

Reference 
Sect ion 182 
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Line 712 – Part  IV tax payable 

Use par ts  1 and 2 of  Schedule 3,  DIV IDENDS RECEIVED,  TAXABLE 
DIV IDENDS PAID,  AND PART IV TAX CALCULATION,  to calculate Part  IV 
tax payable on taxable d iv idends you received.  

Dividends subject  to Part  IV tax 

The fo l lowing types of  d iv idends are subject  to  Par t  IV tax:  

• taxable d iv idends f rom corporat ions that  are deduct ib le under 
sect ion 112 when you calculate taxable income; and 

• taxable d iv idends f rom fore ign af f i l ia tes that  are deduct ib le under 
paragraphs 113(1)(a) ,  (b) ,  or  (d) ,  or  subsect ion 113(2)  when you 
calculate taxable income. 

Taxable d iv idends received are only  subject  to  Par t  IV tax i f  the 
corporat ion receives them whi le  i t  is  a private or subject  
corporat ion.  Taxable d iv idends received f rom a non-connected 
corporat ion are subject  to  Part  IV tax.  

Taxable d iv idends received f rom a connected corporat ion  are 
subject  to  Par t  IV tax only  when paying the d iv idends generates a 
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d iv idend refund for  the payer  corporat ion.  The Part  IV tax rate is  
33 1/3%. 

Definit ions 

Private corporat ion 

A pr ivate  corporat ion is  a corporat ion that  is :  

• res ident  in  Canada;  

• not  a publ ic  corporat ion;  

• not  contro l led by one or  more publ ic  corporat ions (other  than a 
prescr ibed venture capi ta l  corporat ion) ;  

• not  contro l led by one or  more prescr ibed federal  Crown 
corporat ions;  and 

• not  contro l led by any combinat ion of  prescr ibed federal  Crown 
corporat ions and publ ic  corporat ions.  

Reference 
Subsect ion 89(1)  
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Subject corporat ion 

A subject  corporat ion is  a corporat ion,  other  than a pr ivate 
corporat ion,  that  is  res ident  in  Canada and is  contro l led by or  for  the 
benef i t  o f  e i ther  an indiv idual  other  than a t rust ,  or  a re lated group of  
ind iv iduals other  than t rusts.  

Reference 
Subsect ion 186(3)  

Connected corporat ion 

A payer corporat ion is  connected to the corporat ion that  receives the 
d iv idends ( the rec ip ient)  i f  the rec ip ient  contro ls  the payer  
corporat ion.  The payer  and rec ip ient  corporat ions are a lso connected 
when:  

• the rec ip ient  owns more than 10% of  the issued share capi ta l  (wi th 
fu l l  vot ing r ights)  of  the payer  corporat ion;  and 

• the rec ip ient  owns shares of  the capi ta l  s tock of  the payer  
corporat ion wi th a fa i r  market  va lue of  more than 10% of  the fa i r  
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market  va lue of  a l l  the issued share capi ta l  o f  the payer  
corporat ion.  

You determine contro l  o f  the corporat ion by consider ing the actual  
ownership of  shares,  wi thout  tak ing in to account  any r ights referred  
to  in  paragraph 251(5)(b) .  

For  purposes of  Par t  IV tax,  a payer  corporat ion is  contro l led by a 
rec ip ient  corporat ion i f  more than 50% of  the payer 's  issued share 
capi ta l  (having fu l l  vot ing r ights)  belongs to the rec ip ient ,  to  persons 
wi th whom the rec ip ient  does not  deal  at  arm's length,  or  to  any 
combinat ion of  these persons.  

References 
Subsect ions 186(2)  and (4)  

Exempt corporat ions 

The fo l lowing types of  corporat ions are exempt f rom Part  IV tax:  

A.  a corporat ion that  was bankrupt  at  any t ime dur ing the year ;  or  
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B.  a corporat ion that ,  throughout  the year ,  was:  

• a prescr ibed labour-sponsored venture capi ta l  corporat ion;  

• a prescr ibed investment  contract  corporat ion;  

• an insurance corporat ion;  

• a corporat ion l icensed as a t rustee;  

• a bank;  or  

• a regis tered secur i t ies dealer  that  was throughout  the year  a 
member of  a prescr ibed stock exchange in Canada.  

Reference 
Sect ion 186.1 

Exempt dividends 

A corporat ion that  is  a prescr ibed venture capi ta l  corporat ion 
throughout  the year  does not  have to pay Part  IV tax on d iv idends  
i t  received f rom a prescr ibed qual i fy ing corporat ion.  
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References 
Sect ion 186.2 

Regulat ion 6704 

Dividends not taxable 

Any d iv idends that  a corporat ion received f rom a capi ta l  d iv idend 
account  are not  taxable,  as long as the payer  corporat ion made an 
e lect ion under sect ion 83.  Therefore,  i f  these non-taxable d iv idends 
are inc luded as income, they should be deducted as an adjustment   
on Schedule 1.  

Complet ing parts 1 and 2 of  Schedule 3 

In  the fo l lowing sect ion we provide deta i ls  on how to complete par ts  1 
and 2 of  Schedule 3.  Par ts  3 and 4 are expla ined on page 296 [54] .  

Part  1 – Dividends received during the taxation year 

Do not  inc lude d iv idends received f rom fore ign non-af f i l ia tes.  
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column 200 –  l is t  a l l  payer  corporat ions f rom which the corporat ion 
received d iv idends.  

I f  the payer corporat ion is a connected corporat ion,  complete 
columns 205,  210,  and 220.  

column 205 – enter  "1"  in  the box i f  the payer  corporat ion is  a 
connected corporat ion;  

column 210 – enter  the connected corporat ion 's  Business Number;  

column 220 – enter  the taxat ion year-end of  the payer  corporat ion in  
which the d iv idend in  column 240 was paid;  

column 230 – enter  the amount  of  non- taxable capi ta l  d iv idend i f  
under sect ion 83 e lect ion (enter  the tota l  o f  th is  co lumn on l ine 402  
of  Schedule 1) ;  and 

column 240 – enter  the amount  of  taxable d iv idends deduct ib le f rom 
taxable income under sect ion 112,  subsect ions 113(2)  and 138(6) ,  and 
paragraph 113(1)(a) ,  (b) ,  or  (d)  (enter  the tota l  o f  th is  co lumn on 
l ine 320 of  the return) .  For  more in format ion on these d iv idends,  see 
page 259 [47] .  
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I f  the payer corporat ion is a connected corporat ion,  complete 
columns 250 and 260.  

column 250 – enter  the amount  of  to ta l  taxable d iv idends paid by 
connected payer  corporat ion for  the taxat ion year  as shown in 
column 220;  

column 260 – enter  the amount  of  d iv idend refund of  the connected 
payer  corporat ion for  the taxat ion year  as indicated in  column 220;  
and 

column 270 – enter  the amount  of  Par t  IV tax,  based on the fo l lowing 
calculat ions:  

• when the taxable d iv idend subject  to  Par t  IV tax is  received f rom a 
non-connected corporat ion:  

column 270 = column 240 × 1/3 

• when the d iv idend subject  to  Par t  IV tax is  received f rom a 
connected corporat ion:  
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column 270  = column 240 × column 260  

  column 250  

I f  the connected payer  corporat ion 's  taxat ion year  ends more than 
three months af ter  the corporat ion 's  taxat ion year ,  you have to 
est imate the payer 's  d iv idend refund when you calculate the 
corporat ion 's  Par t  IV tax payable.  

Add  a l l  Par t  IV tax,  and enter  the amount  in  par t  2 of  Schedule 3.  

I f  taxable d iv idends are received,  enter  the amount  in  column 240,   
but  i f  the corporat ion is  not  subject  to  Part  IV tax,  such as a publ ic  
corporat ion,  enter  "0"  in  column 270.  

Note 
I f  more than one corporat ion paid d iv idends,  you have to do a 
separate calculat ion for  each payer  corporat ion.  I f  d iv idends were 
paid in  d i f ferent  payer  corporat ions '  taxat ion years,  you have to do  
a separate calculat ion for  each taxat ion year .  
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Part  2 – Calculat ion of  Part  IV tax payable 

Part  IV tax otherwise payable on a d iv idend is  reduced by any amount  
of  Par t  IV.1 tax payable on the same div idend.  See page 365 [66]  for  
deta i ls .  

On l ine 320 of  Schedule 3,  enter  the amount  of  Par t  IV.1 tax you have 
to pay on taxable d iv idends received.  

You can reduce the amount  of  d iv idends subject  to  Par t  IV tax by 
us ing non-capi ta l  losses and farm losses incurred in  the taxat ion year  
or  carr ied forward f rom pr ior  years.  

On l ines 330 to 345 of  Schedule 3,  enter  the amount  of  avai lable 
non-capi ta l  and farm losses you are us ing to reduce d iv idends subject  
to Part  IV tax.  

On l ine 712 of  the return,  enter  the amount  of  Par t  IV tax payable on 
taxable d iv idends received ( l ine 360 of  Schedule 3) .  

Reference 
IT-269,  PART IV TAX ON TAXABLE DIV IDENDS RECEIVED BY A  PRIVATE 
CORPORATION OR A  SUBJECT CORPORATION 
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Line 716 – Part  IV.1 tax payable  

Complete Schedule 43,  CALCULATION OF PARTS IV.1 AND VI .1 TAXES,  to 
calculate Part  IV.1 tax payable.  

Part  4 of  Schedule 43 – Calculat ion of  Part  IV.1 tax 

Part  4 g ives deta i ls  on how to calculate Part  IV.1 tax.  

Publ ic  corporat ions and cer ta in other  corporat ions may be subject  to  
the 10% Part  IV.1 tax on d iv idends they receive on taxable preferred 
shares.  A restr icted f inancial  inst i tut ion  is  a lso subject  to  tax on 
d iv idends received on taxable restr icted f inancial  inst i tut ion shares  
(see subsect ion 248(1)  for  def in i t ions of  these terms).  

The issuer  of  taxable preferred shares can e lect  to  pay a 40% tax 
under Par t  VI .1 on d iv idends on taxable preferred shares.  This  
e lect ion exempts the holder  of  these shares f rom the 10% tax under 
Part  IV.1.  See page 369 [66]  for  deta i ls .  

Excepted dividends,  which are def ined in  sect ion 187.1,  are not  
subject  to  Par t  IV.1 tax.  For  example,  an excepted d iv idend is  one the 
corporat ion receives on a share of  another  corporat ion in  which the 
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corporat ion had a substant ia l  in terest  at  the t ime i t  received the 
d iv idend.  

On l ine 716,  enter  the amount  of  Par t  IV.1 tax payable that  you 
calculated on l ine 340 of  Schedule 43.  

References 
Sect ions 187.1 to 187.6 

Subsect ion 191.2(1)  

Line 720 – Part  VI  tax payable 

You have to complete Schedule 38,  PART VI  TAX ON CAPITAL  OF 
FINANCIAL  INSTITUTIONS,  to calculate Part  VI  tax.  

Par t  VI  lev ies a tax on a f inancia l  inst i tu t ion 's  taxable capi ta l  
employed in Canada.  Par t  VI  tax is  1.25% of  the taxable capi ta l  
employed in Canada that  is  more than the capi ta l  deduct ion for  the 
year .  Also,  under subsect ion 190.1(3) ,  you can deduct  Par t  I  tax  
f rom Part  VI  tax payable.  This is  ca l led the Part  I  tax credi t .  
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You can deduct  any unused Part  I  tax credi ts  f rom Part  VI  tax in  any 
of  the three preceding and seven fo l lowing taxat ion years.  

To calculate the balance of  unused Part  I  tax credi ts  and to carry back 
th is  credi t ,  you can use Schedule 42,  CALCULATION OF UNUSED PART I  
TAX CREDIT.  

Financial  inst i tut ions  inc lude banks,  t rust  companies,  l i fe  insurance 
corporat ions,  cer ta in hold ing corporat ions,  and corporat ions that  
accept  deposi ts  and carry on the business of  lending money on the 
secur i ty  of  real  estate or  invest ing in  mortgages or  hypothecs on real  
estate.  

The capi ta l  deduct ion for  the year  is  $200 mi l l ion p lus whichever  
amount  is  less:  

• $20 mi l l ion;  or  

• 20% of  the amount  of  the taxable capi ta l  employed in Canada that  
is  more than $200 mi l l ion.  
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F i le  Schedule 38 wi th the return i f  you have Part  VI  tax payable,  or  
would have,  i f  not  for  the deduct ion of  a Par t  I  tax credi t  or  sur tax 
credi t .  

I f  the corporat ion is  a member of  a re lated group,  you have to a l locate 
the capi ta l  deduct ion among the members.  

Use Schedule 39,  AGREEMENT AMONG RELATED FINANCIAL  INSTITUTIONS 
– PART VI  TAX,  to  a l locate the capi ta l  deduct ion.  F i le  th is  agreement  
wi th the return.  

On l ine 720,  enter  the amount  of  Par t  VI  tax payable that  you 
calculated on l ine 890 of  Schedule 38.  

Note 
Schedule 39 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 39 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we  
wi l l  ask for  one.  



–  3 6 9  –  

References 
Sect ions 190,  190.1,  and 190.11 to 190.15 

Line 724 – Part  VI .1 tax payable 

Complete the fo l lowing schedules i f  requi red:  

• Schedule 43,  CALCULATION OF PARTS IV.1 AND VI .1 TAXES;  and 

• Schedule 45,  AGREEMENT RESPECTING L IABIL ITY  FOR PART VI .1 TAX.  

See the fo l lowing headings for  more deta i ls .  

Part  1 of  Schedule 43 – Calculat ion of  dividend al lowance 

Calculate the d iv idend a l lowance on par t  1 of  Schedule 43.  

General ly ,  the f i rs t  $500,000 of  d iv idends paid in  the year  on taxable 
preferred shares is  exempt f rom Part  VI .1 tax l iab i l i ty .  This  basic  
annual  exempt ion is  ca l led the dividend al lowance.  
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However,  the $500,000 basic  a l lowance is  reduced i f  you paid more 
than $1 mi l l ion of  d iv idends on taxable preferred shares in  the 
preceding year .  

Part  2 of  Schedule 43 – Agreement among associated corporat ions 
to al locate the dividend al lowance 

I f  you are a member of  an associated group,  you have to a l locate the 
d iv idend a l lowance between the members.  Par t  2 prov ides an area for  
th is  a l locat ion.  

Part  3 of  Schedule 43 – Calculat ion of  Part  VI .1 tax 

Complete par t  3 of  Schedule 43 to calculate Part  VI .1 tax.  Par t  VI .1 
tax is  lev ied on d iv idends (other  than cer ta in exc luded d iv idends)  you 
paid on shor t - term preferred shares and taxable preferred shares.  

You are subject  to  a tax of  50% for  2003 (66 2/3% for  years before 
2003) on d iv idends you paid on short- term preferred shares  that  are 
more than the annual  d iv idend a l lowance.  
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You are subject  to  a tax of  25% and/or  40% on d iv idends you paid on 
taxable preferred shares  (o ther  than shor t - term preferred shares)  
that  are more than any remain ing d iv idend a l lowance.  

See subsect ion 248(1)  for  def in i t ions of  the terms short- term 
preferred shares  and taxable preferred shares.  

Schedule 45,  Agreement Respecting Liabi l i ty for Part  VI .1 Tax 

Complete Schedule 45 to cer t i fy  the t ransfer  of  Par t  VI .1 tax l iab i l i ty  
and send i t  to  us wi th Schedule 43.  

A corporat ion ( the t ransferor)  can t ransfer  a l l  or  par t  of  i ts  Par t  VI .1 
tax l iab i l i ty  to  another  corporat ion ( the t ransferee) ,  i f  the corporat ions 
were re lated throughout  the fo l lowing taxat ion years:  

• the t ransferor 's  taxat ion year  for  which i t  owes Part  VI .1 tax;  and 

• the t ransferee 's  taxat ion year  that  ends on or  before the end of  the 
above-ment ioned t ransferor 's  taxat ion year .  

You can deduct  Par t  VI .1 tax payable f rom income. See page 262 [48]  
for  more in format ion.  Any Part  VI .1 tax that  is  le f t  over  af ter  the 
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taxable income is  reduced to zero is  par t  of  the non-capi ta l  loss for  
the year .  See page 212 [39]  for  deta i ls .  

On l ine 724,  enter  the amount  of  Par t  VI .1 tax payable you calculated 
on l ine 270 of  Schedule 43.  

References 
Sect ions 191,  and 191.1 to 191.4 

Line 727 – Part  XI I I .1  tax payable 

Every author ized fore ign bank is  subject  to  Par t  XI I I .1  tax equal  
to  25% of  i ts  taxable in terest  expense for  the year .  

You have to show your  calculat ions on a separate schedule.  Ident i fy  
these calculat ions as Schedule 92,  PART XI I I .1  TAX –ADDIT IONAL TAX 
ON AUTHORIZED FOREIGN BANKS,  s ince we do not  pr in t  th is  schedule.  
For  more in format ion,  see Part  XI I I .1  tax.  

On l ine 727 of  the return,  enter  the amount  of  Par t  XI I I .1  tax payable.  
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Line 728 – Part  XIV tax payable 

Every corporat ion that  is  non-res ident  in  a taxat ion year  is  subject  to  
Par t  XIV tax,  which is  commonly known as branch tax.  

The branch tax rate is  25%, but  a tax t reaty can reduce th is  
percentage.  In  addi t ion,  a tax t reaty may restr ic t  the branch tax to 
corporat ions that  carry on business in  Canada through a permanent  
establ ishment  in  Canada.  

You have to complete Schedule 20,  PART XIV – BRANCH TAX,  to 
calculate Part  XIV tax.  On l ine 728,  enter  the amount  of  Par t  XIV tax 
payable you calculated on Schedule 20.  

Note 
Corporat ions that  are subject  to  Par t  XIV tax should f i le  thei r  return 
wi th the Internat ional  Tax Serv ices Of f ice.  See "Where do you f i le  
your  return?" on page 31 [9] .  

References 
Sect ion 219 
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IT-137,  ADDIT IONAL TAX ON CERTAIN  CORPORATIONS CARRYING ON 
BUSINESS IN  CANADA 

Provincial and territorial tax 
Quebec,  Ontar io,  and Alber ta adminis ter  thei r  own corporate income 
tax systems.  Corporat ions that  earn income in these provinces have to 
f i le  separate prov inc ia l  corporate income tax returns.  

Al l  o ther  prov inces and terr i tor ies legis late thei r  corporate income tax 
prov is ions,  but  the CRA adminis ters them. These provinces and 
terr i tor ies do not  charge income tax on the taxable income of  
corporat ions that  are exempt f rom tax under sect ion 149.  

I f  the corporat ion has a permanent  establ ishment  in  any province or  
terr i tory other  than Quebec,  Ontar io,  or  Alber ta,  you have to calculate 
prov inc ia l  and/or  terr i tor ia l  income taxes and credi ts ,  as wel l  as 
federal  income taxes and credi ts ,  on the return.  
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Permanent establ ishment 

A permanent  establ ishment  in  a prov ince or  terr i tory is  usual ly  a f ixed 
p lace of  business of  the corporat ion,  which inc ludes an of f ice,  branch,  
o i l  wel l ,  farm, t imber land,  factory,  workshop,  warehouse,  or  mine.  I f  
the corporat ion does not  have a f ixed p lace of  business,  the 
corporat ion 's  permanent  establ ishment  is  the pr inc ipal  p lace in  which 
the corporat ion 's  business is  conducted.  

I f  the corporat ion carr ies on business through an employee or  an 
agent  establ ished in a par t icu lar  p lace,  i t  is  considered to have a 
permanent  establ ishment  in  that  p lace i f  the employee or  agent :  

• has general  author i ty  to  contract  for  the corporat ion;  or  

• has a stock of  merchandise owned by the corporat ion f rom which 
the employee or  agent  regular ly  f i l ls  orders received.  

See Regulat ion 400(2)  for  a complete def in i t ion of  permanent  
establ ishment .  

References 
Regulat ions 400(2)  and 414 
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IT-177,  PERMANENT ESTABLISHMENT OF A  CORPORATION IN  A  PROVINCE 
AND OF A  FOREIGN ENTERPRISE IN  CANADA 

Line 750 – Provincial  or  terr i torial  jur isdict ion 

On l ine 750,  g ive the name of  the prov ince or  terr i tory where you 
earned your  income. Usual ly ,  th is  is  where the corporat ion has i ts  
permanent  establ ishment .  

I f  you earned income in more than one province or  terr i tory,  wr i te  
"mul t ip le"  on l ine 750.  Corporat ions wi th a mult iple jur isdict ion  have 
to f i le  Schedule 5,  TAX CALCULATION SUPPLEMENTARY – CORPORATIONS,  
wi th the return.  

Note 
The Newfoundland and Labrador of fshore area and the Nova Scot ia 
of fshore area are considered prov inces.  

By complet ing l ine 750,  you ensure that  the income taxes go to the 
correct  prov ince or  terr i tory.  Complete th is  l ine even i f  no tax is  
payable,  or  i f  the prov inc ia l  jur isd ic t ion is  Quebec,  Ontar io,  or  Alber ta.  
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Reference 
Subsect ion 124(4)  

Line 760 – Net provincial  and terr i tor ial  tax payable 

You have to complete Schedule 5 i f :  

• there is  a permanent  establ ishment  in  more than one province or  
terr i tory (whether  or  not  you are taxable) ;  or  

• the corporat ion is  c la iming prov inc ia l  or  terr i tor ia l  tax credi ts ,  or  
rebates (see page 384 [69]  for  deta i ls) .  

I f  there is  no taxable income, you only have to complete columns B 
and D in par t  1 of  Schedule 5.   

I f  Schedule 5 is  not  requi red and the prov inc ia l  or  terr i tor ia l  
jur isd ic t ion is  not  Ontar io,  Quebec or  Alber ta,  enter  the prov inc ia l  or  
terr i tor ia l  tax on l ine 760.  For  in format ion on the calculat ion of  tax  
for  each province and terr i tory,  see the sect ions that  fo l low in th is  
chapter .  
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Part  1 of  Schedule 5 – Al location of  taxable income 

We assess prov inc ia l  or  terr i tor ia l  income taxes on the amount   
of  taxable income al located to each province or  terr i tory.  See 
Regulat ion 402 for  deta i ls  on how to a l locate taxable income. 

General ly ,  to  a l locate taxable income to each province or  terr i tory,  
you have to use a formula based on gross revenue and salar ies and 
wages.  See par t  1 of  Schedule 5 for  deta i ls .  

You wi l l  f ind the general  ru les on how to a l locate gross revenue in 
Regulat ion 402.  

Do not  inc lude any of  the fo l lowing amounts in  gross revenue:  

• in terest  on bonds,  debentures,  or  mortgages;  

• div idends on shares of  capi ta l  s tock;  or  

• rents or  royal t ies f rom property  that  are not  par t  of  the pr inc ipal  
business operat ions.  

Al locate gross salar ies and wages paid in  the year  to the permanent  
establ ishment  in  which those salar ies and wages were paid.  Do not  
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inc lude in  gross salar ies and wages any commissions paid to a person 
who is  not  an employee.  

See Regulat ions 403 to 413 for  deta i ls  on specia l  methods for  
a l locat ing taxable income for  the fo l lowing types of  businesses:  

• insurance corporat ions (Regulat ion 403) ;  

• banks (Regulat ion 404) ;  

• t rust  and loan corporat ions (Regulat ion 405) ;  

• ra i lway corporat ions (Regulat ion 406) ;  

• air l ine corporat ions (Regulat ion 407) ;  

• grain e levator  operators (Regulat ion 408) ;  

• bus and t ruck operators (Regulat ion 409) ;  

• ship operators (Regulat ion 410) ;  

• pipel ine operators (Regulat ion 411) ;  

• div ided businesses (Regulat ion 412) ;  and 

• non-res ident  corporat ions (Regulat ion 413) .  
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On l ine 100 of  Schedule 5,  enter  the regulat ion number that  appl ies to 
at t r ibute the taxable income. 

Dual rates of  provincial  and terr i tor ial  income tax 

General ly ,  prov inces and terr i tor ies have two rates of  income tax:  the 
lower rate  and the higher rate.   

The lower rate appl ies to e l ig ib le income based on e i ther :  

• the income el ig ib le for  the federal  smal l  business deduct ion;  or  

• income l imi ts  establ ished by the par t icu lar  prov ince or  terr i tory.  

The h igher  rate appl ies to a l l  o ther  income. For  more deta i led 
in format ion on the income el ig ib le for  each rate and the rates that  
apply to each province and terr i tory,  see the sect ions that  fo l low in 
th is  chapter .  

Example 1 
Corporat ion X earned a l l  o f  i ts  income for  2005 f rom i ts  permanent  
establ ishment  in  Newfoundland and Labrador.  Corporat ion X c la imed 
the smal l  business deduct ion when i t  ca lcu lated i ts  federal  tax 
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payable.  The income f rom act ive business carr ied on in  Canada was 
$78,000.  

The Newfoundland and Labrador lower rate of  tax is  5%. The 
higher rate  o f  tax is  14%. 

Corporat ion X calculates i ts  Newfoundland and Labrador tax payable 
as fo l lows:  

Taxable income $ 90,000 

Subtract  amount  taxed at  lower rate:   
Least  of  l ines 400,  405,  410,  or  425 in the smal l  business 
deduct ion calculat ion $ 78,000 

Amount  taxed at  h igher  rate $ 12,000 

Taxes payable at  the lower rate:   
$78,000 × 5% = $ 3,900 
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Taxes payable at  the h igher  rate:   
$12,000 × 14% = $ 1,680 

Newfoundland and Labrador tax payable $ 5,580 

When you a l locate taxable income to more than one province or  
terr i tory,  you a lso have to a l locate proport ional ly  any income el ig ib le 
for  the smal l  business deduct ion.  

Example 2 
Corporat ion Y has permanent  establ ishments in  both Nova Scot ia 
and  the Yukon.  I ts  taxat ion year  runs f rom September 1,  2004,  to 
August  31,  2005.  

Corporat ion Y c la imed the smal l  business deduct ion when i t  
ca lcu lated i ts  federal  tax payable.  

The lower rate  o f  tax for  Nova Scot ia is  5%, and the higher rate  o f  
tax is  16%. 

To calculate i ts  Nova Scot ia income tax,  Corporat ion Y does the 
fo l lowing calculat ions:  
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Taxable income al located to Nova Scot ia  
( f rom Schedule 5)  

 
$ 60,000 

Taxable income al located to the Yukon  
( f rom Schedule 5)  

 
$ 30,000 

Tota l  taxable income earned in Canada  $ 90,000 

Least  of  l ines 400,  405,  410,  or  425 in the smal l  
business deduct ion calculat ion 

 
$ 78,000 

Income el ig ib le for  the smal l  business deduct ion 
at t r ibuted to Nova Scot ia:  

 
 

$60,000 × $78,000 =   $ 52,000 

$90,000    

Taxable income earned in Nova Scot ia  $ 60,000 

Subtract:  Income el ig ib le for  the smal l  business 
deduct ion at t r ibuted to Nova Scot ia 

 
$ 52,000 

Amount  taxed at  h igher  rate  $ 8,000 
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Taxes payable at  h igher  rate:    
$8,000 × 16% =  $ 1,280 

Taxes payable at  lower rate:    
$52,000 ×  5% =  $ 2,600 

Nova Scot ia tax payable  $ 3,880 

To calculate i ts  Yukon income tax payable,  Corporat ion Y would 
repeat  the same steps,  us ing the rates that  apply.  

On the appropr iate l ines of  par t  2 of  Schedule 5,  enter  the gross 
amount  of  each provinc ia l  or  terr i tor ia l  tax payable.   

Part  2 of  Schedule 5 – Provincial  and terr i tor ial  tax credits and 
rebates 

Complete par t  2 of  Schedule 5 i f :  

• there is  prov inc ia l  or  terr i tor ia l  tax;  

• there is  a c la im for  prov inc ia l  or  terr i tor ia l  tax credi ts  or  rebates;  or  
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• there is  a c la im for  prov inc ia l  or  terr i tor ia l  refundable tax credi ts .  

On l ine 255 of  Schedule 5,  enter  the net  amount  of  prov inc ia l  and 
terr i tor ia l  tax payable or  the net  amount  of  refundable credi ts .  When 
the resul t  is  posi t ive,  enter  the net  prov inc ia l  or  terr i tor ia l  tax payable 
on l ine 760 of  the return.  When the resul t  is  negat ive,  enter  the 
refundable prov inc ia l  or  terr i tor ia l  tax credi t  on l ine 812.  At tach to the 
return any forms you completed to c la im provinc ia l  or  terr i tor ia l  
credi ts  or  rebates.  

In  the fo l lowing sect ions,  you wi l l  f ind in format ion about  prov inc ia l  
and terr i tor ia l  fore ign tax credi ts ,  as wel l  as deta i ls  on a l l  o ther  
prov inc ia l  and terr i tor ia l  credi ts  and rebates.  

Provincial  or  terr i tor ial  foreign tax credits 

Every prov ince and terr i tory a l lows a corporat ion to c la im a fore ign 
tax credi t  for  taxes i t  paid to another  country on fore ign non-business 
income.  
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However,  you cannot  c la im fore ign tax credi ts  on the return for  the 
prov inces of  Quebec,  Ontar io,  and Alber ta,  because these provinces 
col lect  thei r  own income taxes.  

For  each prov ince or  terr i tory for  which you are c la iming a credi t ,  you 
have to do a separate calculat ion.  Also,  i f  you paid tax to more than 
one fore ign country you have to do a separate calculat ion for  each 
country.  Calculate a prov inc ia l  or  terr i tor ia l  fore ign tax credi t  as the 
least  of :  

taxable income 
al located to prov ince  

or  terr i tory  A.  
prov inc ia l  or  

terr i tor ia l   
tax rate (%)*  

×
fore ign  

non-business 
income 

× 

tota l  taxable income 

 and 

B.  ( i )  × [ ( i i )  – ( i i i ) ]  
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 where 

 ( i )  = taxable income al located to prov ince 
or  terr i tory 

  taxable income al located to a l l  prov inces 
or  terr i tor ies 

 ( i i )  = non-business fore ign tax paid [not  inc luding tax paid on 
d iv idends f rom a share of  a fore ign af f i l ia te or  fore ign 
non-business income tax deducted under subsect ion 20(12) ]  

 ( i i i )  = federal  fore ign non-business income tax credi t  a l lowed**  

* I f  the tax rate has changed dur ing the taxat ion year ,  prorate the 
calculat ion in  A on page 386 [above]  us ing the two rates.  I f  dual  
rates of  corporate tax apply,  a lways use the h igher  rate when you 
calculate the fore ign tax credi t .  

** The word "a l lowed" should read "deduct ib le"  for  year-ends af ter  
December 31,  2005.  

On the appropr iate l ines of  par t  2 of  Schedule 5,  enter  the tota ls  of  
prov inc ia l  and terr i tor ia l  fore ign tax credi ts .  
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Newfoundland and Labrador 

The lower rate  o f  Newfoundland and Labrador income tax is  5%. This 
lower rate appl ies to taxable income earned in Newfoundland and 
Labrador that  qual i f ies for  the federal  smal l  business deduct ion.  

The higher rate  o f  income tax is  14%. This h igher  rate appl ies to 
taxable income earned in Newfoundland and Labrador that  does not  
qual i fy  for  the federal  smal l  business deduct ion.  

These rates a lso apply to taxable income earned in the Newfoundland 
and Labrador of fshore area.  

On l ine 200 or  205 of  Schedule 5,  enter  the amount  of  tax calculated.  

Newfoundland and Labrador pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to regis tered pol i t ica l  par t ies,  
regis tered d is t r ic t  associat ions,  or  regis tered non-af f i l ia ted 
candidates,  as def ined under the ELECTIONS ACT,  1991,  of  
Newfoundland and Labrador,  as fo l lows:  

• 75% of  the f i rs t  $100 contr ibuted;  
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plus 

• 50% of  the next  $450 contr ibuted;  

plus 

• 33 1/3% of  the amount  contr ibuted that  is  more than $550,  to a 
maximum credi t  o f  $500.  

You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can only accept  photocopies i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 891 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 500,  enter  the amount  of  the credi t  you are 
c la iming.  

Newfoundland and Labrador manufacturing and processing profi ts 
tax credit   

Corporat ions that  have earned taxable income in Newfoundland 
and Labrador,  as wel l  as manufactur ing and processing prof i ts  are 
e l ig ib le for  th is  credi t .  
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For  taxat ion years ending af ter  March 31,  2003,  th is  credi t  cannot   
be c la imed unless the corporat ion has engaged in manufactur ing or  
processing in  the taxat ion year  f rom a permanent  establ ishment  in  
Newfoundland and Labrador.  

Schedule 300,  NEWFOUNDLAND AND LABRADOR MANUFACTURING AND 
PROCESSING PROFITS TAX CREDIT,  is  a worksheet  to calculate the 
credi t  and does not  have to be f i led wi th the return.  See the schedule 
for  more deta i ls .  

On l ine 503 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Newfoundland and Labrador direct  equity tax credit  

You can c la im th is  credi t  for  an investment  af ter  March 31,  2004,  in  
e l ig ib le shares of  a business wi th which you deal  at  arm's length.   

There are two tax credi t  rates.  For  qual i fy ing act iv i t ies undertaken in 
the prov ince outs ide the Northeast  Avalon,  a 35% rate appl ies.  For  
qual i fy ing act iv i t ies undertaken wi th in the Northeast  Avalon,  a 20% 
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rate appl ies.  In  cases where qual i fy ing act iv i t ies are undertaken in 
both areas,  a reasonable prorat ion appl ies.  

The maximum credi t  you can c la im is  $50,000 per  year ,  inc luding any 
amounts carr ied back or  carr ied forward.  

This  credi t  must  be c la imed against  tax otherwise payable before the 
Newfoundland and Labrador smal l  business tax hol iday.  You can carry 
forward unused credi ts  for  seven years or  back three years.  However,  
you cannot  carry back credi ts  to  a year  ending before Apr i l  1 ,  2004.   

The prov ince of  Newfoundland and Labrador wi l l  issue Form 
NLDETC-1,  NEWFOUNDLAND AND LABRADOR DIRECT EQUITY TAX CREDIT,  
for  e l ig ib le investments.  F i le  th is  form wi th your  T2 return.   

To c la im the credi t ,  f i le  a completed Schedule 303,  NEWFOUNDLAND 
AND LABRADOR DIRECT EQUITY TAX CREDIT.  See the schedule for  more 
deta i ls .  

On l ine 505 of  Schedule 5,  enter  the amount  of  the credi t .  
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Newfoundland and Labrador small  business tax hol iday 

The Province of  Newfoundland and Labrador wi l l  issue a Smal l  
Business Tax Hol iday Cert i f icate (NLSBTH) to e l ig ib le new businesses 
incorporated between Apr i l  1 ,  2003 and March 31,  2006,  that  operate 
in  designated growth sectors of  the economy and are not  associated 
wi th another  business.  

For  businesses located on the Northeast  Avalon,  the tax hol iday wi l l  
be prov ided for  the new company's  f i rs t  three f iscal  years.  For  those 
located outs ide the Northeast  Avalon,  the tax hol iday wi l l  apply for  the 
f i rs t  f ive years.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep i t  
in  case we ask for  i t  la ter .  

On l ines 832 and 511 of  Schedule 5,  enter  the cer t i f icate number and 
the amount  you are c la iming.  

Newfoundland and Labrador research and development tax credit   

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  
Newfoundland and Labrador and i f  you made e l ig ib le expendi tures for  
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research and development  carr ied out  in  Newfoundland and Labrador.  
The credi t  is  equal  to  15% of  e l ig ib le expendi tures.  

The credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

To c la im the credi t ,  f i le  a completed Schedule 301,  NEWFOUNDLAND 
AND LABRADOR RESEARCH AND DEVELOPMENT TAX CREDIT,  wi th the 
return.  See the schedule for  more deta i ls .  

On l ine 520 of  Schedule 5,  enter  the amount  of  credi t  earned in the 
year .  

Newfoundland and Labrador f i lm and video industry tax credit  

The Min is ter  of  F inance for  the prov ince of  Newfoundland and 
Labrador wi l l  issue a tax credi t  cer t i f icate to a corporat ion that  
produces an e l ig ib le f i lm or  v ideo in  the prov ince.  

The amount  of  the credi t  is  equal  to  40% of  e l ig ib le salar ies paid in  
the taxat ion year  to res idents of  the prov ince for  each e l ig ib le f i lm or  
v ideo.  
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The tax credi t :  

• appl ies to e l ig ib le salar ies incurred af ter  January 12,  1999,  and 
before January 1,  2005;  

• appl ies only  to the por t ion of  e l ig ib le salar ies that  is  not  more than 
25% of  the tota l  product ion costs of  an e l ig ib le f i lm or  v ideo;  and 

• is  l imi ted to $1 mi l l ion for  each e l ig ib le pro ject  and $2 mi l l ion for  
each e l ig ib le corporat ion,  together  wi th a l l  corporat ions associated 
wi th that  corporat ion,  of  a l l  e l ig ib le f i lms or  v ideos begun in a 
12-month per iod.  

This credi t  is  extended to December 31,  2008.  The annual  tax credi t  
l imi t  o f  $1 mi l l ion for  each e l ig ib le pro ject  and $2 mi l l ion for  each 
e l ig ib le corporat ion is  replaced wi th a s ingle credi t  o f  $3 mi l l ion for  
each corporat ion,  ef fect ive January 1,  2005.  

This credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  
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You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep  
i t  in  case we ask for  i t  la ter .  Schedule 302,  ADDIT IONAL CERTIF ICATE 
NUMBERS FOR THE NEWFOUNDLAND AND LABRADOR FILM AND VIDEO 
INDUSTRY TAX CREDIT,  should be completed i f  you receive more than 
one cer t i f icate.  

On l ines 821 and 521 of  Schedule 5,  enter  the cer t i f icate number,  i f  
there is  only  one cer t i f icate,  and the amount  of  the credi t  earned in 
the current  year .  

Prince Edward Island 

The lower rate  o f  Pr ince Edward Is land income tax is  7.5%. 

Ef fect ive Apr i l  1 ,  2005,  the lower rate  o f  Pr ince Edward Is land 
income tax is  decreased to 6.5%. 

This rate appl ies to:  

• taxable income earned in Pr ince Edward Is land that  qual i f ies for  the 
federal  smal l  business deduct ion;  and 
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• a credi t  union 's  income that  qual i f ies for  the addi t ional  deduct ion 
under subsect ion 137(3) .  

The higher rate  o f  income tax is  16%. This rate appl ies to taxable 
income that  does not  qual i fy  for  the federal  smal l  business deduct ion.  

On l ine 210 of  Schedule 5,  enter  the amount  of  tax calculated.  

Prince Edward Island pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to recognized Pr ince Edward Is land 
pol i t ica l  par t ies,  and to candidates who were of f ic ia l ly  nominated 
under the ELECTIONS ACT of  Pr ince Edward Is land,  as fo l lows:  

• 75% of  the f i rs t  $100 contr ibuted;  

plus 

• 50% of  the next  $450 contr ibuted;  

plus 

• 33 1/3% of  the amount  contr ibuted that  is  more than $550,  to a 
maximum credi t  o f  $500.   
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You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can only accept  photocopies i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 892 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 525,  enter  the amount  of  credi t  you are 
c la iming.  

Prince Edward Island manufacturing and processing profi ts tax 
credit   

Corporat ions that  have earned taxable income and manufactur ing and 
processing prof i ts  in  Pr ince Edward Is land are e l ig ib le for  a credi t  
equal  to  8.5% of  these prof i ts .  

Ef fect ive Apr i l  1 ,  2005,  th is  credi t  is  e l iminated.  However,  the credi t  
is  avai lable for  the number of  days wi th in the taxat ion year  that  are 
pr ior  to  th is  date.  

Schedule 320,  PRINCE EDWARD ISLAND MANUFACTURING AND 
PROCESSING PROFITS TAX CREDIT,  is  a worksheet  to calculate the 
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credi t  and does not  have to be f i led wi th the return.  See the schedule 
for  more deta i ls .  

On l ine 529 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  

Prince Edward Island corporate investment tax credit   

Corporat ions that  have acquired qual i f ied proper ty  are e l ig ib le for  th is  
credi t .  Apply the credi t  to  reduce the Pr ince Edward Is land tax 
payable.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  that  you acquired the property .  You can 
a lso carry forward the uncla imed credi t  to  the seven taxat ion years 
that  fo l low the taxat ion year  in  which you acquired the property .  

To c la im the credi t ,  f i le  a completed Schedule 321,  PRINCE EDWARD 
ISLAND CORPORATE INVESTMENT TAX CREDIT,  wi th the return.  See the 
schedule for  more deta i ls .  

On l ine 530 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  
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Nova Scotia 

The lower rate  o f  Nova Scot ia income tax is  5%. This lower rate 
appl ies to taxable income earned in Nova Scot ia that  qual i f ies for  the 
federal  smal l  business deduct ion.  

Ef fect ive Apr i l  1 ,  2005,  the income threshold e l ig ib le for  the lower 
tax rate is  increased to $350,000.  Ef fect ive Apr i l  1 ,  2006,  th is  
threshold wi l l  increase to $400,000.  These amounts wi l l  be prorated 
for  taxat ion years st raddl ing Apr i l  1 .  

The higher rate  o f  income tax is  16%. This rate appl ies to taxable 
income earned in Nova Scot ia that  does not  qual i fy  for  the federal  
smal l  business deduct ion.  

These rates a lso apply to taxable income earned in the Nova Scot ia 
of fshore area.  

You can use new Schedule 346,  NOVA SCOTIA  CORPORATION TAX 
CALCULATION,  to  help you calculate the Nova Scot ia tax before the 
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appl icat ion of  credi ts .  You do not  have to f i le  i t  wi th the return.  See 
the schedule for  more deta i ls .  

On l ine 215 or  220 of  Schedule 5,  enter  the amount  of  tax calculated.  

Nova Scotia pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to candidates and recognized 
par t ies,  as def ined under the Nova Scot ia ELECTIONS ACT,  as fo l lows:  

• 75% of  the f i rs t  $100 contr ibuted;  

plus 

• 50% of  the next  $450 contr ibuted;  

plus 

• 33 1/3% of  the amount  contr ibuted that  is  more than $550,  to a 
maximum credi t  o f  $500.  
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You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can only accept  photocopies i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 893 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 550 enter  the amount  of  the credi t  you are 
c la iming.  

Nova Scotia manufacturing and processing investment tax credit   

You could earn th is  credi t  by acqui r ing qual i f ied proper ty  before 
January 1,  2003.  

You had to use or  lease the qual i f ied property  in  Nova Scot ia pr imar i ly  
for  manufactur ing or  processing goods.  The credi t  was equal  to  15% 
of  the qual i f ied property .  You can carry forward the uncla imed credi t  
to  the seven taxat ion years that  fo l low the taxat ion year  in  which you 
acquired the property .  

To c la im the credi t ,  you had to f i le  a completed Schedule 344,  
NOVA SCOTIA  MANUFACTURING AND PROCESSING INVESTMENT TAX 
CREDIT,  no la ter  than 12 months af ter  your  income tax return was due 
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for  the taxat ion year  in  which the expendi tures were incurred.  For  
more deta i ls ,  see the schedule.  

On l ine 561 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  

Nova Scotia corporate tax reduction for new small  businesses  

This tax reduct ion appl ies to the f i rs t  three taxat ion years of  qual i fy ing 
CCPCs incorporated in  Nova Scot ia.  This  tax reduct ion a lso appl ies to 
a corporat ion incorporated outs ide the prov ince,  but  ins ide of  Canada,  
i f  i t  pays at  least  25% of  i ts  wages to employees who are res ident  in  
the prov ince and i ts  head of f ice is  located in  the prov ince.  

I f  the qual i fy ing corporat ion is  e l ig ib le for  a federal  smal l  business 
deduct ion for  the year ,  i t  can c la im th is  tax reduct ion to reduce 
Nova Scot ia income tax otherwise payable.  

Schedule 341,  NOVA SCOTIA  CORPORATE TAX REDUCTION FOR NEW 
SMALL  BUSINESSES,  is  a worksheet  to  calculate the credi t  and does not  
have to be f i led wi th the return.  You do not  have to f i le  the cer t i f icate 
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o f  e l ig ib i l i ty  that  the prov ince issues.  However,  keep i t  in  case we ask 
for  i t  la ter .  

On l ines 834 and 556 of  Schedule 5,  enter  the cer t i f icate number and 
the amount  of  the reduct ion you are c la iming.  

Nova Scotia f i lm industry tax credit  

The Min is ter  of  F inance for  the prov ince of  Nova Scot ia wi l l  issue a 
tax credi t  cer t i f icate to a corporat ion producing an e l ig ib le f i lm in the 
prov ince.  

The amount  of  the credi t  is  equal  to  the tota l  o f  the fo l lowing amounts 
incurred af ter  Apr i l  10,  2000,  and before 2006:  

• whichever is  less:  

–  35% of  e l ig ib le salar ies in  prescr ibed e l ig ib le geographic areas;  
or  

–  17.5% of  to ta l  product ion costs of  the e l ig ib le f i lm;  
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plus 

• whichever is  less:  

–  30% of  e l ig ib le salar ies not  in  prescr ibed e l ig ib le geographic 
areas;  or  

–  15% of  to ta l  product ion costs of  the e l ig ib le f i lm.   

Ef fect ive January 1,  2005,  the amount  of  the credi t  wi l l  be equal  to  
the tota l  o f  the fo l lowing amounts incurred af ter  December 31,  
2004,  and before 2016:  

• whichever is  less:  

 –  40% of  e l ig ib le salar ies in  prescr ibed e l ig ib le geographic 
areas;  or  

 

 –  20% of  to ta l  product ion costs of  the e l ig ib le f i lm;   
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plus 

• whichever is  less:  

 –  35% of  e l ig ib le salar ies not  in  prescr ibed e l ig ib le geographic 
areas;  or  

 

 –  17.5% of  to ta l  product ion costs of  the e l ig ib le f i lm.   

A lso,  ef fect ive January 1,  2005,  product ion companies that  shoot  
more than two f i lms in  the prov ince over  a two-year  per iod wi l l  be 
e l ig ib le for  an addi t ional  5% f requent  f i lm bonus on the th i rd and 
subsequent  f i lms.  

This credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep i t  
in  case we ask for  i t  la ter .  Schedule 345,  ADDIT IONAL CERTIF ICATE 
NUMBERS FOR THE NOVA SCOTIA  F ILM INDUSTRY TAX CREDIT,  should be 
completed i f  more than one cer t i f icate is  issued.  
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On l ines 836 and 565 of  Schedule 5,  enter  the cer t i f icate number,  i f  
there is  only  one cer t i f icate,  and the amount  of  the credi t  earned in 
the current  year .  

Nova Scotia research and development tax credit   

Use Schedule 340,  NOVA SCOTIA  RESEARCH AND DEVELOPMENT TAX 
CREDIT,  to  calculate the Nova Scot ia research and development  tax 
credi t .  

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  
Nova Scot ia and i f  you made e l ig ib le expendi tures for  research and 
development  carr ied out  in  Nova Scot ia.  The credi t  is  equal  to  15% of  
e l ig ib le expendi tures.  

The credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

To c la im the credi t ,  f i le  a completed Schedule 340 wi th the return.  
See the schedule for  more deta i ls .  

On l ine 566 of  Schedule 5,  enter  the amount  of  credi t  earned in the 
year .  
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Recapture of  Nova Scotia research and development tax credit  

A corporat ion that  d isposed of  a proper ty  used in research and 
development ,  or  conver ted the property  to commercia l  use,  may have 
to repor t  a recapture of  any Nova Scot ia research and development  
tax credi t  prev iously  calculated on that  proper ty .  Any recapture wi l l  
create or  increase Nova Scot ia tax otherwise payable.  

To calculate the recapture,  complete Schedule 340,  NOVA SCOTIA  
RESEARCH AND DEVELOPMENT TAX CREDIT.  For  more deta i ls ,  see 
Schedule 340.  

On l ine 221 of  Schedule 5,  enter  the amount  of  recapture calculated.  

New Brunswick 

The lower rates  o f  New Brunswick income tax are:  

• 3% from January 1,  2003,  to June 30,  2004;  and 

• 2.5% ef fect ive July  1,  2004.  
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Star t ing in  2005,  the lower rates  o f  New Brunswick income tax are 
decreased as fo l lows:  

• 2% ef fect ive July  1,  2005;  

• 1.5% ef fect ive July  1,  2006;  and 

• 1% ef fect ive July  1,  2007.  

The income el ig ib le for  the lower rates is  based on the income el ig ib le 
for  the federal  smal l  business deduct ion.  However,  the New Brunswick 
business l imi t  used in  calculat ing the income el ig ib le for  the lower 
rates is :   

• $400,000 ef fect ive January 1,  2003;  and 

• $425,000 ef fect ive July  1,  2004.  

Star t ing in  2005,  the New Brunswick business l imi t  used in  
calculat ing the income el ig ib le for  the lower rates is  increased as 
fo l lows:  

• $450,000 ef fect ive July  1,  2005;  
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• $475,000 ef fect ive July  1,  2006;  and 

• $500,000 ef fect ive July  1,  2007.  

You have to prorate these amounts us ing the number of  days in  each 
per iod.  

The higher rate  o f  New Brunswick income tax is  13% ef fect ive 
January 1,  2003.  

This rate appl ies to a l l  income not  e l ig ib le for  the lower rates.  

You can use Schedule 366,  NEW BRUNSWICK CORPORATION TAX 
CALCULATION,  to  help you calculate the New Brunswick tax before the 
appl icat ion of  credi ts .  You do not  have to f i le  i t  wi th the return.  See 
the schedule for  more deta i ls .  

On l ine 225 of  Schedule 5,  enter  the amount  of  tax calculated.  
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New Brunswick pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to a regis tered pol i t ica l  par ty ,  a 
regis tered d is t r ic t  associat ion,  or  a regis tered independent  candidate,  
as def ined under the New Brunswick ELECTIONS ACT,  as fo l lows:  

• 75% of  the f i rs t  $200 contr ibuted;  

plus 

• 50% of  the next  $350 contr ibuted;  

plus 

• 33 1/3% of  the next  $525 contr ibuted,  to  a maximum credi t  o f  $500.  

You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can accept  photocopies only  i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 894 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 575 enter  the amount  of  the credi t  you are 
c la iming.  



–  4 1 1  –  

New Brunswick non-refundable research and development tax 
credit   

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  
New Brunswick and you made e l ig ib le expendi tures for  research and 
development  to be carr ied out  in  New Brunswick before January 1,  
2003.  The amount  of  the credi t  is  equal  to  10% of  e l ig ib le 
expendi tures.  Apply the credi t  to  reduce New Brunswick tax that  you 
would otherwise have to pay.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  that  you made the expendi ture.  You can 
a lso carry forward the uncla imed credi t  to  the seven taxat ion years 
that  fo l low the taxat ion year  in  which you made the expendi ture.  

You may,  under the  New Brunswick INCOME TAX ACT,  renounce the fu l l  
research and development  tax credi t  for  e l ig ib le expendi tures made 
pr ior  to  January 1,  2003,  on or  before the date by which you are 
requi red to f i le  your  return for  the year .  
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To c la im the credi t ,  f i le  a completed Schedule 360,  NEW BRUNSWICK 
RESEARCH AND DEVELOPMENT TAX CREDIT,  wi th the return.  For  more 
deta i ls ,  see the schedule.  

On l ine 577 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

New Brunswick refundable research and development tax credit  

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  
New Brunswick and you made e l ig ib le expendi tures for  research and 
development  to be carr ied out  in  New Brunswick af ter  December 31,  
2002.  The amount  of  the credi t  is  equal  to  15% of  e l ig ib le 
expendi tures.  

The credi t  is  fu l ly  refundable and there are no carry- forward or  
carry-back prov is ions.  

To c la im the credi t ,  f i le  a completed Schedule 360,  NEW BRUNSWICK 
RESEARCH AND DEVELOPMENT TAX CREDIT,  wi th the return.  For  more 
deta i ls ,  see the schedule.  
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On l ine 597 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Recapture of  New Brunswick research and development tax credit  

A corporat ion that  d isposed of  a proper ty  used in research and 
development ,  or  conver ted i t  to  commercia l  use,  may have to repor t  a 
recapture of  any New Brunswick research and development  tax credi t  
prev iously  calculated on that  proper ty .  Any recapture wi l l  create or  
increase New Brunswick tax otherwise payable.  

To calculate the recapture,  complete Schedule 360,  NEW BRUNSWICK 
RESEARCH AND DEVELOPMENT TAX CREDIT.   

On l ine 573 of  Schedule 5,  enter  the amount  of  recapture calculated.  

New Brunswick f i lm tax credit  

The Min is ter  of  F inance for  the prov ince of  New Brunswick wi l l  issue a 
tax credi t  cer t i f icate to a corporat ion producing an e l ig ib le f i lm in the 
prov ince.  
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The amount  of  the credi t  cannot  be more than 40% of  the amount  of  
e l ig ib le salar ies paid in  the taxat ion year .  

The credi t  is  subject  to  the fo l lowing condi t ions:  

• the tax credi t  appl ies to e l ig ib le salar ies incurred before January 1,  
2007;  

• an e l ig ib le corporat ion must ,  for  each e l ig ib le pro ject ,  pay at  least  
25% of  i ts  to ta l  sa lar ies and wages to e l ig ib le employees;  and 

• the tax credi t  appl ies only  to that  por t ion of  e l ig ib le salar ies that  is  
not  more than 50% of  the tota l  product ion costs of  the e l ig ib le 
pro ject  less the amount  of  product ion costs funded by the prov ince.  

This credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep i t  
in  case we ask for  i t  la ter .  Schedule 365,  ADDIT IONAL CERTIF ICATE 
NUMBERS FOR THE NEW BRUNSWICK FILM TAX CREDIT,  should be 
completed i f  more than one cer t i f icate is  issued.  



–  4 1 5  –  

On l ines 850 and 595 of  Schedule 5,  enter  the cer t i f icate number,  i f  
there is  only  one cer t i f icate,  and the amount  of  the credi t  earned in 
the current  year .  

Manitoba 

The rates  o f  Mani toba income tax are:   

• 15.5% ef fect ive January 1,  2004;  and 

• 15% ef fect ive January 1,  2005.  

Star t ing in  2006,  the rates  o f  Mani toba tax are as fo l lows:  

• 14.5% ef fect ive July  1,  2006;  and 

• 14% ef fect ive July  1,  2007.  

Note 
The 2004 vers ion of  th is  guide indicated that  the 14.5% rate was 
ef fect ive for  January 1,  2006,  because th is  rate had been 
or ig inal ly  in t roduced in the 2004 Mani toba budget .  The ef fect ive 
date of  Ju ly  1,  2006,  was conf i rmed in the 2005 Mani toba budget .  
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Corporat ions may be e l ig ib le for  a smal l  business deduct ion to reduce 
par t  of  the tax otherwise payable.  The smal l  business deduct ion rates 
are:   

• 10.5% ef fect ive January 1,  2004;  and 

• 10% ef fect ive January 1,  2005.  

Star t ing in  2006,  the smal l  business deduct ion rates are as fo l lows:  

• 10.5% ef fect ive January 1,  2006;  

• 10% ef fect ive July  1,  2006;  

• 10.5% ef fect ive January 1,  2007;  and 

• 10% ef fect ive July  1,  2007.  

The Mani toba smal l  business deduct ion is  s imi lar  to  the federal  smal l  
business deduct ion;  however,  the business l imi t  used in calculat ing 
the income el ig ib le for  the Mani toba smal l  business deduct ion is :  

• $360,000 ef fect ive January 1,  2004;  and 
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• $400,000 ef fect ive January 1,  2005.  

You have to prorate these amounts us ing the number of  days in  each 
per iod.  

You can use Schedule 383,  MANITOBA CORPORATION TAX CALCULATION,  
to  help you calculate your  Mani toba tax before the appl icat ion of  
credi ts .  You do not  have to f i le  i t  wi th the return.  See the schedule for  
more deta i ls .   

On l ine 230 of  Schedule 5,  enter  the amount  of  tax calculated.  

Manitoba manufacturing investment tax credit   

This credi t  was prev iously  cal led the Mani toba manufactur ing and 
processing tax credi t .  

You can earn th is  credi t  on qual i f ied proper ty  you acquired before 
July  1,  2006,  to  reduce Mani toba tax payable.  You have to use the 
qual i f ied proper ty  in  Mani toba pr imar i ly  for  manufactur ing or  
processing goods for  sa le or  lease.  
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The def in i t ion of  qual i f ied proper ty  has been extended to inc lude new 
equipment ,  under c lass 43.1 of  Par t  XI  of  the federal  INCOME TAX 
REGULATIONS,  purchased between Apr i l  22,  2003,  and June 30,  2006.  

Af ter  March 8,  2005,  qual i fy ing property  inc ludes used bui ld ings,  
machinery,  and equipment  made avai lable for  use in  manufactur ing 
or  processing goods for  sa le or  lease.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years (ending af ter  Apr i l  22,  2003,  for  c lass 43.1)  f rom the taxat ion 
year  that  you acquired the property .  For  taxat ion years ending before 
2004,  you can a lso carry forward the uncla imed credi t  to  the seven 
taxat ion years that  fo l low the taxat ion year  in  which you acquired the 
property .  For  credi ts  earned in taxat ion years ending af ter  2003,  the 
carry- forward per iod is  extended to ten years.  

To c la im the credi t ,  f i le  a completed Schedule 381,  MANITOBA 
MANUFACTURING AND PROCESSING TAX CREDIT.  To c la im a credi t  for  
qual i f ied property  acqui red af ter  March 8,  2005,  f i le  th is  schedule no 
la ter  than 12 months af ter  your  income tax return is  due for  the 
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taxat ion year  in  which the expendi tures were incurred.  For  more 
deta i ls ,  see the schedule.  

On l ine 605 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Manitoba refundable manufacturing investment tax credit  

After  March 8,  2005,  you can c la im 20% of  the investment  tax credi t  
you are ent i t led to c la im in a taxat ion year  as a refundable credi t .  

To c la im the credi t ,  f i le  a completed Schedule 381,  MANITOBA 
MANUFACTURING INVESTMENT TAX CREDIT,  no la ter  than 12 months 
af ter  your  income tax return is  due for  the taxat ion year  in  which 
the expendi tures were incurred.  For  more deta i ls ,  see the schedule.  

On l ine 621 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  
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Manitoba research and development tax credit   

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  
Mani toba and you made e l ig ib le expendi tures for  research carr ied out  
in  Mani toba.  The amount  of  the credi t  is  equal  to  15% of  e l ig ib le 
expendi tures.   

Af ter  March 8,  2005,  the amount  of  the credi t  is  20% of  e l ig ib le 
expendi tures.  

Apply the credi t  to  reduce Mani toba tax that  you would otherwise have 
to pay.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  that  you made the expendi ture.  You can 
a lso carry forward the uncla imed credi t  to  the seven taxat ion years 
that  fo l low the taxat ion year  in  which you made the expendi ture.  The 
carry- forward per iod is  extended to 10 years for  credi ts  earned in 
taxat ion years ending af ter  2003.  
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You must  ident i fy  the qual i f ied expendi tures on Schedule 380,  
MANITOBA RESEARCH AND DEVELOPMENT TAX CREDIT,  no la ter  than 
12 months af ter  your  income tax return is  due for  the taxat ion year   
in  which the expendi tures were incurred.  

You may renounce the research and development  tax credi t  for  an 
e l ig ib le expendi ture incurred dur ing the year ,  in  whole or  in  par t ,  
under subsect ion 7.3(7)  of  the INCOME TAX ACT (Mani toba) .  

To c la im the credi t ,  f i le  a completed Schedule 380 wi th the return.  For  
more deta i ls ,  see the schedule.  

On l ine 606 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Manitoba co-operat ive education tax credit  

You can c la im th is  credi t  i f  you are an employer  who prov ides a work 
p lacement  for  a s tudent  enro l led in  a qual i fy ing post-secondary 
co-operat ive educat ion program. 

The work p lacement  must  s tar t  a f ter  Apr i l  22,  2003,  and end on or  
before the end of  a taxat ion year  and before 2006.  
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This  credi t  is  extended to December 31,  2008.  

The credi t  for  each qual i fy ing work p lacement  is  whichever  is  less:  

• $1000;  and 

• 10% of  the salary paid to the employee.  

The credi t  wi l l  be n i l  i f  the student  under the work p lacement  has had 
f ive prev ious qual i fy ing work p lacements.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years (ending af ter  Apr i l  22,  2003) f rom the taxat ion year  that  you 
earned the credi t .  You can a lso carry forward the uncla imed credi t  to  
the 10 taxat ion years that  fo l low the taxat ion year  in  which you earned 
the credi t .  Unused credi ts  may be carr ied forward on amalgamat ion or  
wind-up.  

The Province of  Mani toba wi l l  issue a completed work p lacement  
cer t i f icate to each corporat ion or  par tnership for  the qual i fy ing work 
p lacement .  
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To c la im the credi t ,  f i le  a completed Schedule 384,  MANITOBA 
CO-OPERATIVE EDUCATION TAX CREDIT,  wi th the return.  For  more 
deta i ls ,  see the schedule.  

On l ine 603 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Manitoba odour-control  tax credit  

You can earn th is  credi t  on e l ig ib le expendi tures made af ter  Apr i l  19,  
2004,  and before January 1,  2007,  to  reduce Mani toba income tax 
payable.  

El ig ib le expendi tures consis t  of  the capi ta l  costs of  depreciable 
capi ta l  proper t ies that  become avai lable for  use in  the year  and were 
acquired for  the purpose of  prevent ing,  reducing,  or  e l iminat ing 
nuisance odours that  ar ise or  may ar ise f rom the use or  product ion of  
organic waste.  The propert ies must  be not  used and must  not  have 
been acquired for  any use by anyone before.  El ig ib le expendi tures are 
e i ther  prescr ibed by regulat ion or  approved by the Min is ter .  
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The credi t  is  non-refundable and is  equal  to  10% of  the e l ig ib le 
expendi tures.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years (ending af ter  Apr i l  19,  2004) f rom the taxat ion year  in  which you 
earned the credi t .  You can a lso carry forward the uncla imed credi t  to  
the ten taxat ion years that  fo l low the taxat ion year  in  which you 
earned the credi t .  Unused credi ts  may be carr ied forward on 
amalgamat ion or  wind-up.  

The corporat ion may be the benef ic iary of  a t rust  or  a member of  a 
par tnership at  the end of  the t rust 's  or  par tnership 's  taxat ion year .  I f  
so,  i t  may inc lude i ts  propor t ionate a l locat ion or  share of  the 
t rust /par tnership 's  e l ig ib le expendi tures in  comput ing i ts  odour-contro l  
tax credi t .  

To c la im the credi t ,  f i le  a completed Schedule 385,  MANITOBA ODOUR- 
CONTROL TAX CREDIT,  wi th the return.  

For  corporat ions wi th taxat ion years ending on or  af ter  June 16,  
2005,  you can c la im th is  credi t  no la ter  than 12 months af ter  your  
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income tax return is  due for  the taxat ion year  in  which the 
expendi tures were incurred.  For  more deta i ls ,  see the schedule.  

You cannot  c la im th is  credi t  on e l ig ib le expendi tures used in 
calculat ing any other  credi t .   

On l ine 607 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Manitoba f i lm and video production tax credit  

The Minis ter  of  Industry ,  Economic Development  and Mines of  
Mani toba wi l l  issue a tax credi t  cer t i f icate to a corporat ion that  
produces an e l ig ib le f i lm,  v ideo,  or  equivalent  new media product ion 
in  the prov ince.  

The credi t  is  equal  to  35% of  e l ig ib le salar ies paid for  work per formed 
on an e l ig ib le f i lm before March 1,  2008.  There is  a f requent  f i lming 
incent ive of  5% on the th i rd e l ig ib le f i lm,  for  corporat ions that  produce 
three e l ig ib le f i lms in  two years.  There is  a 5% incent ive on e l ig ib le 
salar ies paid for  work per formed in Mani toba on product ions where at  
least  50% of  f i lming days take p lace 40 k i lometres outs ide of  
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Winnipeg.  Pr inc ipal  photography on an e l ig ib le f i lm must  commence 
af ter  Apr i l  19,  2004,  to  qual i fy  for  the rura l  and nor thern incent ive.  For  
appl icat ions received on or  before Apr i l  19,  2004,  corporat ions are not  
e l ig ib le for  th is  credi t  i f  they hold or  are associated wi th a corporat ion 
that  holds a CRTC broadcast  l icence.  

For  product ions that  begin pr inc ipal  photography af ter  March 8,  
2005,  the credi t  is  increased to 45% and the pre-product ion per iod 
is  extended.  

Retroact ive to Apr i l  20,  2004,  ser ia l  product ions and producers are 
recognized for  the f requent  f i lming incent ive and the boundary for  
the rura l  and nor thern incent ive is  reduced to 35 k i lometres outs ide 
of  Winnipeg.  

This credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep  
i t  in  case we ask for  i t  la ter .  Schedule 382,  ADDIT IONAL CERTIF ICATE 
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NUMBERS FOR THE MANITOBA FILM AND VIDEO PRODUCTION TAX CREDIT,  
should be completed i f  more than one cer t i f icate is  issued.  

On l ines 856 and 620 of  Schedule 5,  enter  the cer t i f icate number,  i f  
there is  only  one cer t i f icate,  and the amount  of  the credi t  earned in 
the current  year .  

Saskatchewan 

The lower rates  o f  Saskatchewan income tax are:  

• 6% before January 1,  2004;  

• 5.5% in 2004;  and 

• 5% af ter  December 31,  2004.   

Income el ig ib le for  th is  lower rate is  based on income el ig ib le for  the 
federal  smal l  business deduct ion.  The Saskatchewan business l imi t  is  
$300,000.  

I f  the taxat ion year  inc ludes a date wi th a rate change,  you have to 
prorate the tax calculat ion us ing the number of  days before and af ter  
th is  date.   
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The higher rate  is  17%. This rate appl ies to a l l  income not el ig ib le 
for  the lower rate.  

You can use Schedule 411,  SASKATCHEWAN CORPORATION TAX 
CALCULATION,  to  help you calculate your  Saskatchewan tax before the 
appl icat ion of  credi ts .  You do not  have to f i le  i t  wi th the return.  See 
the schedule for  more deta i ls .  

On l ine 235 of  Schedule 5,  enter  the amount  of  tax calculated.  

Saskatchewan pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to qual i fy ing pol i t ica l  par t ies or  
e lect ion candidates as fo l lows:  

• 75% of  the f i rs t  $400 contr ibuted;  

plus 

• 50% of  the next  $350 contr ibuted;  

plus 

• 33 1/3% of  the next  $525 contr ibuted,  to  a maximum of  $650.  
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You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can only accept  photocopies i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 890 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 624,  enter  the amount  of  the credi t  you are 
c la iming.  

Saskatchewan manufacturing and processing profi ts tax reduction 

You can c la im th is  reduct ion i f  a t  any t ime in the taxat ion year :   

• you had a permanent  establ ishment  in  Saskatchewan;  

• you had taxable income earned in Saskatchewan;  and  

• you had Canadian manufactur ing and processing prof i ts .  

The prof i ts  f rom producing or  processing e lect r ica l  energy or  s team 
for  sa le may be inc luded wi th Canadian manufactur ing and processing 
prof i ts  for  th is  tax reduct ion.  

You must  c la im th is  reduct ion wi th in three years of  the f i l ing due date 
of  the return for  the appl icable taxat ion year .  
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You can reduce the Saskatchewan income tax rate by as much as 7% 
on Canadian manufactur ing and processing prof i ts ,  as repor ted on the 
return.  

You can calculate the reduct ion on Schedule 404,  SASKATCHEWAN 
MANUFACTURING AND PROCESSING PROFITS TAX REDUCTION.  
Schedule 404 is  a worksheet  to  calculate the reduct ion and does not  
have to be f i led wi th the return.  For  more deta i ls ,  see the schedule.  

On l ine 626 of  Schedule 5,  enter  the amount  of  reduct ion you are 
c la iming.  

Saskatchewan manufacturing and processing tax credit  

You can carry forward any uncla imed credi ts  earned on qual i f ied 
property  you acquired before January 1,  1994,  to  the 10 years 
fo l lowing the taxat ion year  in  which you acquired the proper ty .  The 
credi t  can be appl ied only  to reduce the prov inc ia l  tax otherwise 
payable.  
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To c la im the credi t ,  f i le  a completed Schedule 401,  SASKATCHEWAN 
MANUFACTURING AND PROCESSING TAX CREDIT,  wi th the return.  For  
more deta i ls ,  see the schedule.  

On l ine 629 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Saskatchewan manufacturing and processing investment tax 
credit   

You can earn th is  credi t  to  reduce Saskatchewan tax payable.  

You have to use the qual i f ied property  in  Saskatchewan pr imar i ly  for  
manufactur ing or  processing goods for  lease or  sa le.  

You are e l ig ib le for  a credi t  o f  7% on qual i f ied property  acqui red af ter  
March 31,  2004,  and 6% on qual i f ied proper ty  acqui red pr ior  to  
Apr i l  1 ,  2004.   

You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  in  which you acquired the property .  You 
can a lso carry forward the uncla imed credi t  to  the seven taxat ion 
years that  fo l low the taxat ion year  in  which you acquired the property .  
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To c la im the credi t ,  f i le  a completed Schedule 402,  SASKATCHEWAN 
MANUFACTURING AND PROCESSING INVESTMENT TAX CREDIT,  wi th the 
return.  For  more deta i ls ,  see the schedule.  

On l ine 630 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Saskatchewan research and development tax credit  

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  
Saskatchewan,  and you made e l ig ib le expendi tures for  sc ient i f ic  
research and exper imenta l  development  carr ied out  in  Saskatchewan.  

The credi t  is  15% of  e l ig ib le expendi tures.  The credi t  may be appl ied 
to reduce Saskatchewan tax that  you would otherwise have to pay.  

You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  that  you made the expendi tures.  You can 
a lso carry forward the uncla imed credi t  to  the 10 taxat ion years that  
fo l low the taxat ion year  in  which you made the expendi ture.  
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To c la im the credi t ,  f i le  a completed Schedule 403,  SASKATCHEWAN 
RESEARCH AND DEVELOPMENT TAX CREDIT.  See the schedule for  more 
deta i ls .  

On l ine 631 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  

Saskatchewan royalty tax rebate  

This rebate is  avai lable to corporat ions that ,  in  the taxat ion year ,  had 
both taxable income earned in Saskatchewan and at t r ibuted Canadian 
royal t ies and taxes,  as def ined in  paragraph 2(1)(a)  of  the 
SASKATCHEWAN ROYALTY TAX REBATE REGULATIONS.  

To c la im the rebate,  f i le  a completed Schedule 400,  SASKATCHEWAN 
ROYALTY TAX REBATE CALCULATION (CORPORATIONS),  wi th the return.  
For  more deta i ls ,  see the schedule.  

On l ine 632 of  Schedule 5,  enter  the royal ty  tax rebate you are 
c la iming.  
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Saskatchewan qual i fying environmental  trust  tax credit  

A corporat ion that  is  a benef ic iary of  a qual i fy ing envi ronmental  t rust  
located in  Saskatchewan can c la im a tax credi t  equal  to  17% of  
income that  is  subject  to  tax under Part  XI I .4  of  the federal  INCOME 
TAX ACT.  

The qual i fy ing envi ronmental  t rust  wi l l  issue a le t ter  to  the corporat ion 
that  is  a benef ic iary.  

The credi t  wi l l  reduce prov inc ia l  tax otherwise payable for  the taxat ion 
year  that  ends wi th in the t rust 's  taxat ion year .  

This  credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  taxes 
payable.  There are no carry-back or  carry- forward prov is ions.  

You do not  have to f i le  the le t ter  wi th the return.  However,  keep i t  in  
case we ask for  i t  la ter .  

On l ine 641 of  Schedule 5,  enter  the amount  of  the credi t  earned.  
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Saskatchewan f i lm employment tax credit  

The Min is ter  of  F inance of  Saskatchewan wi l l  issue a cer t i f icate to a 
corporat ion that  produces an e l ig ib le f i lm in the prov ince.  

The amount  of  the credi t  is  equal  to  35% of  e l ig ib le salar ies.  El ig ib le 
salar ies are l imi ted to 50% of  the tota l  product ion cost  of  the e l ig ib le 
f i lm.  

An e l ig ib le corporat ion,  located outs ide Saskatoon or  Regina,  can 
apply for  an addi t ional  credi t  equal  to  5% of  the tota l  product ion cost  
for  the e l ig ib le f i lm.  

This credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep  
i t  in  case we ask for  i t  la ter .  Schedule 410,  ADDIT IONAL CERTIF ICATE 
NUMBERS FOR THE SASKATCHEWAN FILM EMPLOYMENT TAX CREDIT,  
should be completed i f  more than one cer t i f icate is  issued.  
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On l ines 860 and 643 of  Schedule 5,  enter  the cer t i f icate number,  i f  
there is  only  one cer t i f icate,  and the amount  of  the credi t  earned in 
the current  year .  

Brit ish Columbia 

The lower rate  o f  Br i t ish Columbia income tax is  4.5%, ef fect ive 
January 1,  2001.  

Income el ig ib le for  th is  lower rate is  based on income el ig ib le for  the 
federal  smal l  business deduct ion.  The Br i t ish Columbia business l imi t  
is  $300,000,  ef fect ive Apr i l  1 ,  2002,  to December 31,  2004.  

Ef fect ive January 1,  2005,  the business l imi t  to  which the lower rate 
of  corporate tax may be appl ied is  increased f rom $300,000 to 
$400,000.  The business l imi t  wi l l  be prorated for  taxat ion years that  
s t raddle th is  date.  

The higher rate  o f  Br i t ish Columbia income tax is  13.5%, f rom 
January 1,  2002 to June 30,  2005.  This rate appl ies to a l l  income not  
e l ig ib le for  the lower rate.  
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Ef fect ive July  1,  2005,  the higher rate  o f  Br i t ish Columbia income 
tax is  12%. I f  Ju ly  1,  2005,  fa l ls  wi th in the taxat ion year ,  you have 
to prorate the h igher  tax rate based on the number of  days in  the 
taxat ion year  before and af ter  th is  date.  

You can use Schedule 427,  BRIT ISH COLUMBIA  CORPORATION TAX 
CALCULATION,  to  help you calculate your  Br i t ish Columbia tax before 
the appl icat ion of  credi ts .  You do not  have to f i le  i t  wi th the return.  
See the schedule for  more deta i ls .  

On l ine 240 of  Schedule 5,  enter  the amount  of  tax calculated.  

Brit ish Columbia two-year tax hol iday for new small  businesses 

The province of  Br i t ish Columbia wi l l  issue a cer t i f icate of  e l ig ib i l i ty  
(FIN 551) to new corporat ions incorporated af ter  Apr i l  30,  1996,  and 
before Apr i l  1 ,  2001,  that  carry on business in  Br i t ish Columbia dur ing 
th is  per iod.  The taxat ion year  for  which the deduct ion is  c la imed must  
be the f i rs t  or  second year  of  operat ion of  the corporat ion.  
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You must  apply for  the cer t i f icate wi th in three years af ter  the end of  
the appl icable taxat ion year-end,  and you must  get  a separate 
cer t i f icate for  each taxat ion year .  The province may rescind or  refuse 
to issue the cer t i f icate of  e l ig ib i l i ty .  

You must  be carry ing on an act ive business and be a l lowed a smal l  
business deduct ion under the federal  INCOME TAX ACT.   

Note 
Effect ive for  taxat ion years ending on or  af ter  Apr i l  1 ,  2002,  credi t  
unions wi l l  no longer be e l ig ib le for  th is  tax reduct ion 

At  least  25% of  wages and salar ies paid must  be paid to employees 
res ident  in  Br i t ish Columbia.  The tax reduct ion wi l l  be equal  to  the 
prov inc ia l  tax payable at  the lower rate before calculat ing in terest   
and penal t ies.  

A corporat ion is  not  e l ig ib le for  th is  reduct ion i f :  

• i t  is  the resul t  o f  an amalgamat ion;  

• i t  is  associated wi th another  corporat ion;  
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• i t  was the benef ic iary of  a t rust ;  or  

• a newly incorporated corporat ion is  carry ing on main ly  the same 
business as a propr ietorship or  par tnership that  operated for  more 
than 90 days before incorporat ion.  ( I f  the per iod of  business before 
incorporat ion is  90 days or  less,  and that  per iod began af ter  
Apr i l  30,  1996,  the corporat ion would be e l ig ib le. )  

Schedule 424,  BRIT ISH COLUMBIA  TWO-YEAR TAX HOLIDAY FOR NEW 
SMALL  BUSINESSES,  is  a worksheet  to  calculate th is  deduct ion and 
does not  have to be f i led wi th the return.  For  more deta i ls ,  see the 
schedule.  

You do not  have to f i le  the cer t i f icate of  e l ig ib i l i ty  wi th the return.  
However,  keep i t  in  case we ask for  i t  la ter .  

On l ines 879 and 655 of  Schedule 5,  enter  the cer t i f icate number and 
the amount  you are c la iming.  

Brit ish Columbia logging tax credit  

Corporat ions that  have paid a logging tax  to  Br i t ish Columbia on 
income they earned f rom logging operat ions for  the year  can c la im  
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a  Br i t ish Columbia logging tax credi t .  The credi t  is  equal  to  one- th i rd 
of  the logging tax paid indicated on Form FIN 542,  LOGGING TAX 
RETURN OF INCOME. 

On l ine 651 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Brit ish Columbia royalty and deemed income rebate  

A corporat ion that  is  subject  to  Br i t ish Columbia income tax and that  
has income af fected by paragraph 12(1)(o) ,  12(1)(z.5) ,  18(1)(m),  or  
20(1)(v.1) ,  subsect ion 69(6)  or  69(7)  of  the federal  INCOME TAX ACT,  
can be e l ig ib le for  th is  rebate.  

This  rebate a l lows a deduct ion for  Crown royal t ies and deemed 
income, and replaces the federal  resource a l lowance.  Use the 
adjusted taxable income to recalculate any prov inc ia l  taxes payable.  
The d i f ference between the Br i t ish Columbia tax that  you would 
otherwise have to pay,  and the recalculated Br i t ish Columbia tax 
payable,  may resul t  in  an amount  receivable or  payable.  
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To c la im the rebate,  f i le  a completed Schedule 420,  BRIT ISH COLUMBIA  
ROYALTY AND DEEMED INCOME REBATE CALCULATION AND APPLICATION 
(CORPORATIONS),  wi th the return.  For  more deta i ls ,  see the schedule.  

On l ine 652 of  Schedule 5,  enter  the rebate or  addi t ion you calculated 
on Schedule 420.  

Brit ish Columbia pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to recognized Br i t ish Columbia 
pol i t ica l  par t ies,  recognized Br i t ish Columbia const i tuency 
associat ions,  or  to  candidates for  an e lect ion to the Legis lat ive 
Assembly of  Br i t ish Columbia,  as fo l lows:  

• 75% of  the f i rs t  $100 contr ibuted;  

plus 

• 50% of  the next  $450 contr ibuted;  

plus 

• 33 1/3% of  the amount  contr ibuted that  is  more than $550,  to a 
maximum credi t  o f  $500.  
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You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can accept  photocopies only  i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 896 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 653,  enter  the amount  of  the credi t  you are 
c la iming.  

Brit ish Columbia small  business venture capital  tax credit  

Corporat ions invest ing in  shares of  a regis tered venture capi ta l  
corporat ion or  e l ig ib le business corporat ion can c la im a Br i t ish 
Columbia venture capi ta l  tax credi t .  The Br i t ish Columbia government  
issues a cer t i f icate cal led Form SBVC 10 to these corporat ions.  

Apply th is  credi t  f i rs t  to  reduce the Br i t ish Columbia prov inc ia l  tax 
payable for  the year  to zero.  I f  uncla imed credi ts  remain,  you can 
carry them forward for  four  taxat ion years to reduce the 
Br i t ish Columbia tax payable.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep i t  
in  case we ask for  i t  la ter .  
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On Schedule 5,  l ine 880,  enter  the uncla imed tax credi t ,  i f  any,  at  the 
end of  the preceding taxat ion year .  On l ine 881,  enter  the tax credi t  
amount  avai lable in  the current  year  as repor ted on Form SBVC 10.  
On l ine 882,  enter  the n ine-d ig i t  cer t i f icate number f rom Form 
SBVC 10.  On l ine 656,  enter  the tax credi t  amount  you are c la iming.  

Brit ish Columbia manufacturing and processing tax credit  

A corporat ion could have earned th is  credi t  by purchasing qual i fy ing 
property  before July  31,  2001,  to  reduce Br i t ish Columbia tax payable.   

You can carry forward unused credi ts  to  the 10 fo l lowing taxat ion 
years.  

To c la im the credi t ,  f i le  a completed Schedule 426,  BRIT ISH COLUMBIA  
MANUFACTURING AND PROCESSING TAX CREDIT,  wi th the return.  For  
more deta i ls ,  see the schedule.  

On l ine 660 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  
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Brit ish Columbia scienti f ic research and experimental  
development tax credit  

A qual i fy ing corporat ion that  carr ies on sc ient i f ic  research and 
exper imenta l  development  (SR&ED) in  Br i t ish Columbia can c la im th is  
credi t .  

You can c la im the credi t  on expendi tures incurred in  the taxat ion year  
for  SR&ED carr ied on in  the prov ince.  The expendi tures have to be 
made before September 1,  2009,  and when the corporat ion has a 
permanent  establ ishment  in  the prov ince.  

Brit ish Columbia SR&ED refundable tax credit  

A qual i fy ing corporat ion that  is  a CCPC may c la im th is  refundable tax 
credi t .  

The amount  of  the credi t  is  equal  to  10% of  whichever  of  the fo l lowing 
amounts is  less:  

• the SR&ED qual i f ied BC expendi ture for  the taxat ion year ;  or  

• the expendi ture l imi t  for  the taxat ion year .  
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The refundable credi t  cannot  be c la imed in the same taxat ion year  
that  the Br i t ish Columbia two-year  tax hol iday is  c la imed.  

To c la im the credi t ,  f i le  a completed Form T666,  BRIT ISH COLUMBIA  
SCIENTIF IC  RESEARCH AND EXPERIMENTAL DEVELOPMENT TAX CREDIT,  
wi th the return.  You must  f i le  th is  form no later  than 18 months af ter  
the end of  the tax year  in  which the qual i f ied expendi tures are 
incurred.  For  more deta i ls ,  see Form T666.  

On l ine 674 of  Schedule 5,  enter  the amount  of  the refundable credi t  
you are c la iming.  

Brit ish Columbia SR&ED non-refundable tax credit  

Other qual i fy ing corporat ions,  and CCPCs wi th SR&ED qual i f ied 
expendi tures that  are more than thei r  expendi ture l imi t ,  may c la im a 
non-refundable tax credi t .  

The annual  non-refundable tax credi t  for  a taxat ion year  is  10% of  the 
SR&ED qual i f ied BC expendi ture for  that  year  less the tota l  o f :  

• the amount  of  refundable credi t  for  that  year ;  and 
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• any amount  renounced for  that  year .  

The credi t  may be deducted against  the income tax payable for  that  
year .  You must  c la im the maximum tax credi t  avai lab le in  the year  i t  is  
earned.  You can carry back an unused credi t  to  the three preceding 
taxat ion years f rom the year  the expendi tures were incurred.  You can 
a lso carry forward the uncla imed credi t  to  the ten taxat ion years that  
fo l low the taxat ion year  in  which the expendi tures were incurred.  

To c la im the credi t ,  f i le  a completed Form T666 wi th the return.  You 
must  f i le  th is  form no later  than 18 months af ter  the end of  the tax 
year  in  which the qual i f ied expendi tures are incurred.  For  more 
deta i ls ,  see Form T666.  

On l ine 659 of  Schedule 5,  enter  the amount  of  the non-refundable 
credi t  you are c la iming.  

Recapture of  Bri t ish Columbia SR&ED tax credit  

A corporat ion that  d isposed of  a property  used in SR&ED or  converted 
i t  to  commercia l  use,  may be requi red to repor t  a recapture of  any 
Br i t ish Columbia SR&ED tax credi t  prev iously  calculated on that  
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proper ty .  Any recapture wi l l  create or  increase Br i t ish Columbia tax 
otherwise payable.  

To calculate the recapture,  complete Form T666,  BRIT ISH COLUMBIA  
SCIENTIF IC  RESEARCH AND EXPERIMENTAL DEVELOPMENT TAX CREDIT.  For  
more deta i ls ,  see Form T666.  

On l ine 241 of  Schedule 5,  enter  the amount  of  recapture calculated.  

Brit ish Columbia qual i fying environmental  trust  tax credit  

A corporat ion that  is  a benef ic iary of  a qual i fy ing envi ronmental  t rust  
located in  Br i t ish Columbia is  e l ig ib le for  a tax credi t  equal  to  the 
Part  XI I .4  tax the t rust  paid on that  income. 

The credi t  wi l l  reduce the prov inc ia l  tax otherwise payable for  the 
taxat ion year  that  inc ludes the t rust 's  taxat ion year .   

This  credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

On l ine 670 of  Schedule 5,  enter  the amount  of  the credi t  earned.  
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Brit ish Columbia f i lm and television tax credit  

The Minis t ry  of  Tour ism, Sports  and the Ar ts  of  Br i t ish Columbia is  the 
cer t i fy ing author i ty  for  the Br i t ish Columbia Fi lm and Telev is ion tax 
credi t  program. Br i t ish Columbia Fi lm receives and rev iews a l l  tax 
credi t  cer t i f icate appl icat ions and recommends to the cer t i fy ing 
author i ty  i f  a  product ion company and product ion are e l ig ib le for  the 
appl ied tax credi ts .  

To c la im these credi ts ,  an e l ig ib le product ion corporat ion must  be a 
Br i t ish Columbia contro l led corporat ion and i ts  act iv i t ies must  
pr imar i ly  be carry ing on a f i lm or  v ideo product ion business through a 
permanent  establ ishment  in  Br i t ish Columbia.  

The f i lm and te lev is ion tax credi t  cannot  be c la imed i f  the product ion 
serv ices tax credi t  is  c la imed for  that  product ion.  

These credi ts  are fu l ly  refundable but  must  f i rs t  be appl ied against  
to ta l  taxes payable.  There are no carry-back or  carry- forward 
prov is ions.  
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An e l ig ib le product ion corporat ion can c la im these d i f ferent  credi ts :  

• The basic tax credit  is  equal  to  one of  the fo l lowing amounts:  

–  for  a product ion that  is  an in ter-prov inc ia l  co-product ion,  20% of  
the qual i f ied BC labour expendi ture for  that  taxat ion year  for  the 
product ion mul t ip l ied by the percentage of  the copyr ight  in  the 
product ion that  is  benef ic ia l ly  owned by the corporat ion;  or  

–  in  any other  case,  20% of  the qual i f ied BC labour expendi ture for  
the taxat ion year  for  the product ion.  

To be e l ig ib le,  the product ion must  s tar t  pr inc ipal  photography af ter  
March 31,  1998,  and before Apr i l  1 ,  2008.  

• The addit ional  basic tax credit  is  equal  to  one of  the fo l lowing 
amounts:  

 –  for  a product ion that  is  an in ter-prov inc ia l  co-product ion,  10% 
of  the qual i f ied BC labour expendi ture for  that  taxat ion year  
for  the product ion mul t ip l ied by the percentage of  the 
copyr ight  in  the product ion that  is  benef ic ia l ly  owned by the 
corporat ion;  or  
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 –  in  any other  case,  10% of  the qual i f ied BC labour expendi ture 
for  the taxat ion year  for  the product ion.  

 

Only BC labour expendi tures incurred af ter  December 31,  2004 are 
e l ig ib le for  th is  credi t .  

The addit ional  basic tax credit  can only  be c la imed i f  the 
product ion star ts  pr inc ipal  photography af ter  December 31,  2004,  
and before Apr i l  1 ,  2006,  and the corporat ion is  e l ig ib le for  the 
basic  tax credi t .  

Transi t ion ru les apply to a f i lm or  v ideo product ion in tended for  
te lev is ion broadcast  as a ser ies,  where pr inc ipal  photography 
begins before January 1,  2005 or  cont inues af ter  Apr i l  1 ,  2006.  
Corporat ions should consul t  Br i t ish Columbia Bul le t in  CIT 009-SRI 
for  fur ther  guidance on the t ransi t ion ru les.  

• The regional  tax credit  where pr inc ipal  photography begins af ter  
March 31,  1998,  and before Apr i l  1 ,  2003,  and where at  least  85% 
of  the tota l  pr inc ipal  photography days in  Br i t ish Columbia are 
outs ide of  the designated Vancouver area,  is  equal  to  one of  the 
fo l lowing amounts:  
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–  12.5% of  the qual i f ied BC labour expendi ture;  or  

–  for  a product ion that  is  in tended for  te lev is ion broadcast  as a 
ser ies and that  compr ises a cyc le of  at  least  three episodes,  the 
credi t  is  12.5% of  the qual i f ied BC labour expendi ture for  the 
qual i f ied episodes done in Br i t ish Columbia,  outs ide of  the 
designated Vancouver area.  

For  product ions that  s tar ted pr inc ipal  photography af ter  March 31,  
1998,  and before Apr i l  1 ,  2003,  the regional  tax credi t  can be 
c la imed wi th the basic  tax credi t  or  on i ts  own.  

• The regional  tax credit  where pr inc ipal  photography begins af ter  
March 31,  2003,  and before Apr i l  1 ,  2008,  is  equal  to  one of  the 
fo l lowing amounts:  

–  12.5% of  the qual i f ied BC labour expendi ture for  the product ion 
for  the taxat ion year ,  where a min imum of  f ive days and more 
than 50% of  the tota l  pr inc ipal  photography days in  Br i t ish 
Columbia are outs ide of  the designated Vancouver area;  or  

–  for  a product ion that  is  in tended for  te lev is ion broadcast  as a 
ser ies and that  compr ises a cyc le of  at  least  three episodes,  
where pr inc ipal  photography of  at  least  three episodes is  done 
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outs ide of  the designated Vancouver area,  the credi t  is  12.5% of  
the qual i f ied BC labour expendi ture for  the qual i f ied episodes 
done in Br i t ish Columbia,  where a min imum of  f ive days and more 
than 50% of  the tota l  pr inc ipal  photography days in  Br i t ish 
Columbia are outs ide of  the designated Vancouver area.   

The credi t  is  prorated for  the number of  days of  pr inc ipal  photography 
done in Br i t ish Columbia outs ide the designated Vancouver area over  
the tota l  number of  days of  pr inc ipal  photography per formed in 
Br i t ish Columbia.  

For  product ions that  s tar t  pr inc ipal  photography af ter  March 31,  2003,  
and before Apr i l  1 ,  2008,  the regional  tax credi t  can only  be c la imed i f  
the corporat ion is  c la iming the basic  tax credi t .  

• The training tax credit  is  equal  to  whichever  is  less:  

–  3% of  the qual i f ied BC labour expendi ture for  the product ion for  
the taxat ion year ;  or  

–  30% of  the payments (net  of  ass is tance)  made to the t ra inees in  
the taxat ion year  whi le  they are par t ic ipat ing in  the approved 
t ra in ing program on the product ion.  
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For  product ions that  s tar ted pr inc ipal  photography af ter  March 31,  
1998,  and before Apr i l  1 ,  2003,  the t ra in ing tax credi t  can only  be 
c la imed i f  e i ther  the basic  tax credi t  or  the regional  tax credi t  is  
c la imed.  For  product ions that  s tar t  pr inc ipal  photography af ter  
March 31,  2003,  and before Apr i l  1 ,  2008,  the t ra in ing tax credi t  can 
only  be c la imed i f  the corporat ion is  c la iming the basic  tax credi t .  

• The digital  animation or visual  effects tax credit  for  product ions 
where pr inc ipal  photography begins af ter  March 31,  2003,  and 
before Apr i l  1 ,  2008,  is  equal  to  15% of  BC labour expendi ture 
d i rect ly  at t r ibutable to prescr ibed d ig i ta l  animat ion or  v isual  ef fects 
act iv i t ies.   

The d ig i ta l  animat ion or  v isual  ef fects tax credi t  can only  be c la imed i f  
the corporat ion is  c la iming the basic  tax credi t .  

To c la im these credi ts ,  a t tach the fo l lowing on top  o f  the return for  
the year :  

• the e l ig ib i l i ty  cer t i f icate(s) ;  
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• i f  i t  appl ies,  the complet ion cer t i f icate,  and a copy of  the audi ted 
statement  of  product ion costs and notes prov ided to Br i t ish 
Columbia Fi lm;  and 

• a completed copy of  Form T1196,  BRIT ISH COLUMBIA  F ILM AND 
TELEVIS ION TAX CREDIT,  for  each f i lm or  v ideo product ion.  

On l ine 671 of  Schedule 5,  enter  the amount  you are c la iming.  

Brit ish Columbia production services tax credit  

The Minis t ry  of  Tour ism, Sports  and the Ar ts  of  Br i t ish Columbia is  the 
cer t i fy ing author i ty  of  the Br i t ish Columbia Product ion Serv ices Tax 
Credi t  program. Br i t ish Columbia Fi lm receives and rev iews a l l  tax 
credi t  cer t i f icate appl icat ions and recommends to the cer t i fy ing 
author i ty  i f  a  product ion company and product ion are e l ig ib le for  the 
appl ied tax credi ts .  

To c la im these credi ts ,  the corporat ion must  have a permanent  
establ ishment  in  Br i t ish Columbia dur ing the taxat ion year  and 
throughout  the taxat ion year ,  must  have pr imar i ly  carr ied on a f i lm  
or  v ideo product ion business or  a f i lm or  v ideo product ion serv ices 
business.  
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The product ion serv ices tax credi t  cannot  be c la imed i f  the f i lm and 
te lev is ion tax credi t  is  c la imed for  that  product ion.  

These credi ts  are fu l ly  refundable,  but  must  f i rs t  be appl ied against  
to ta l  taxes payable.  There are no carry-back or  carry- forward 
prov is ions.  

An accredi ted product ion corporat ion can c la im these d i f ferent  credi ts :   

• The production services tax credit  is  equal  to  11% of  the 
corporat ion 's  accredi ted qual i f ied BC labour expendi ture for  the 
taxat ion year .  To be e l ig ib le,  the product ion must  s tar t  pr inc ipal  
photography af ter  May 31,  1998,  and before June 1,  2008.  

• The addit ional  production services tax credit  is  equal  to  7%  
of  the corporat ion 's  accredi ted qual i f ied BC labour expendi ture 
for  the taxat ion year .  To be e l ig ib le,  the product ion must  s tar t  
pr inc ipal  photography af ter  December 31,  2004,  and before 
Apr i l  1 ,  2006.  Only BC labour expendi ture incurred af ter  
December 31,  2004,  are e l ig ib le for  th is  credi t .  
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The addit ional  production services tax credit  can only  be 
c la imed i f  the corporat ion is  c la iming the product ion serv ices tax 
credi t .  

• The regional  production services tax credit  where pr inc ipal  
photography begins af ter  March 31,  2003,  and before June 1,  2008,  
is  equal  to  6% of  the accredi ted qual i f ied BC labour expendi ture for  
the product ion for  the taxat ion year ,  where a min imum of  f ive days 
and more than 50% of  the tota l  pr inc ipal  photography days in  
Br i t ish Columbia are done outs ide of  the designated Vancouver 
area.   

The credi t  is  prorated for  the number of  days of  pr inc ipal  
photography done in Br i t ish Columbia outs ide the designated 
Vancouver area over  the tota l  number of  days of  pr inc ipal  
photography per formed in Br i t ish Columbia.  

The regional  tax credi t  can only  be c la imed i f  the corporat ion is  
c la iming the product ion serv ices tax credi t .  

The digital  animation or visual  effects production services tax 
credit  where pr inc ipal  photography begins af ter  March 31,  2003,  and 
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before June 1,  2008,  is  equal  to  15% of  accredi ted qual i f ied BC labour 
expendi ture d i rect ly  at t r ibutable to prescr ibed d ig i ta l  animat ion or  
v isual  ef fects act iv i t ies.  The d ig i ta l  animat ion or  v isual  ef fects 
product ion serv ices tax credi t  can only  be c la imed i f  the corporat ion is  
c la iming the product ion serv ices tax credi t .  

To c la im these credi ts ,  a t tach the fo l lowing on top  o f  the return for  
the year :  

• the accredi tat ion cer t i f icate;  and 

• a completed Form T1197,  BC PRODUCTION SERVICES TAX CREDIT,  for  
each f i lm or  v ideo product ion.  

On l ine 672 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  

Brit ish Columbia mining explorat ion tax credit  

A corporat ion that  has incurred qual i f ied min ing explorat ion expenses 
in  Br i t ish Columbia may qual i fy  for  the Br i t ish Columbia min ing 
explorat ion tax credi t .  The corporat ion must  have mainta ined a 
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permanent  establ ishment  in  the prov ince at  any t ime in the taxat ion 
year .  

The expendi tures have to be incurred af ter  Ju ly  31,  1998,  and 
before January 1,  2017,  for  determin ing the ex is tence,  locat ion,  
extent ,  or  qual i ty  of  a mineral  resource in  Br i t ish Columbia.   

Any f low-through min ing expendi ture renounced under subsect ion 
66(12.6)  of  the federal  INCOME TAX ACT does not  qual i fy  for  the credi t .  

Ef fect ive for  expenses incurred af ter  March 31,  2003,  th is  credi t  has 
been extended to par tnerships.  Taxpayers who are act ive members  
of  a par tnership,  other  than speci f ied members (such as l imi ted 
par tners) ,  can each c la im thei r  propor t ionate share of  the 
par tnership 's  tax credi t .  To c la im your  proport ionate share of  the 
par tnership 's  tax credi t ,  f i le  a completed Schedule T1249,  BRIT ISH 
COLUMBIA  MINING EXPLORATION TAX CREDIT  PARTNERSHIP  SCHEDULE,  
wi th the return.  For  more deta i ls ,  see the schedule.  
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The credi t  is  equal  to  20% of  the amount  by which:  

• to ta l  qual i f ied min ing explorat ion expenses incurred in  the taxat ion 
year ;  

are more than 

• to ta l  ass is tance for  amounts inc luded in the tota l  qual i f ied min ing 
explorat ion expenses for  the taxat ion year .  

The credi t  cannot  be c la imed for  the same year that  the 
Br i t ish Columbia two-year  tax hol iday for  new smal l  businesses is  
c la imed.  

The credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

To c la im the credi t ,  f i le  a completed Schedule 421,  BRIT ISH COLUMBIA  
MINING EXPLORATION TAX CREDIT,  wi th the return.  For  more deta i ls ,  
see the schedule.  Members of  a par tnership must  a lso f i le  a 
completed Schedule T1249.  
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On l ine 673 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  

Brit ish Columbia book publishing tax credit  

You can c la im th is  credi t  i f  you are a rec ip ient  of  a Book Publ ish ing 
Industry  Development  Program (BPIDP) contr ibut ion af ter  March 31,  
2002,  and before Apr i l  1 ,  2007.   

The rec ip ient  must  be a Canadian-contro l led corporat ion carry ing on 
business pr imar i ly  through a permanent  establ ishment  in  Br i t ish 
Columbia wi th book publ ish ing as i ts  pr inc ipal  business.  

You are e l ig ib le for  a credi t  o f  90% of  the BPIDP contr ibut ions 
received in  the taxat ion year .  The credi t  is  fu l ly  refundable,  but  must  
f i rs t  be appl ied against  to ta l  taxes payable.  There are no carry-back 
or  carry- forward prov is ions.  

On l ine 886 and l ine 665 of  Schedule 5,  enter  the amount  of  the 
BPIDP contr ibut ion received in  the taxat ion year  and the amount  of  
the credi t  you are c la iming.  You must  c la im th is  credi t  no la ter  than 
18 months af ter  the end of  the tax year .  
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Yukon 

The lower  rate  o f  Yukon income tax is  6% pr ior  to  January 1,  2005,  
and 4% from that  date.  This lower rate appl ies to taxable income 
earned in the Yukon that  qual i f ies for  the federal  smal l  business 
deduct ion.  However,  ef fect ive January 1,  2007,  the Yukon business 
l imi t  wi l l  be $400,000 rather  than the federal  business l imi t .  You wi l l  
have to prorate these amounts us ing the number of  days in  each 
per iod.  

The higher rate  o f  tax is  15%. This h igher  rate appl ies to taxable 
income earned in the Yukon that  does not  qual i fy  for  the smal l  
business deduct ion.  

On l ine 245 of  Schedule 5,  enter  the amount  of  tax calculated.  

Yukon pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to a regis tered pol i t ica l  par ty  or  to  
a candidate for  an e lect ion to the Yukon Legis lat ive Assembly,  as 
fo l lows:  

• 75% of  the f i rs t  $100 contr ibuted;  
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plus 

• 50% of  the next  $450 contr ibuted;  

plus 

• 33 1/3% of  the amount  contr ibuted that  is  more than $550,  to a 
maximum credi t  o f  $500.  

You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can only accept  photocopies i f  
the issuer  cer t i f ies them as t rue copies.  

On l ine 897 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 675 enter  the amount  of  the credi t  you are 
c la iming.  

Yukon manufacturing and processing profi ts tax credit   

Corporat ions that  have earned taxable income and manufactur ing and 
processing prof i ts  in  the Yukon are e l ig ib le for  th is  credi t .  
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Schedule 440,  YUKON MANUFACTURING AND PROCESSING PROFITS TAX 
CREDIT,  is  a worksheet  to calculate the credi t ,  and i t  does not  have to 
be f i led wi th the return.  For  more deta i ls ,  see the schedule.  

On l ine 677 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Yukon mineral  explorat ion tax credit  

A Canadian corporat ion that  has incurred e l ig ib le minera l  explorat ion 
expenses in  the Yukon may qual i fy  for  the Yukon mineral  explorat ion 
tax credi t .  The corporat ion must  have mainta ined a permanent  
establ ishment  in  the Yukon at  any t ime in the year .  

The expenses have to be incurred before Apr i l  1 ,  2007,  for  
determin ing the ex is tence,  locat ion,  extent ,  or  qual i ty  of  a mineral  
resource in  the Yukon.  

The credi t  is  equal  to  25% of  the amount ,  i f  any,  by which:  

• the tota l  e l ig ib le minera l  explorat ion expenses incurred in  the 
taxat ion year ;  
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is  more than 

• the tota l  amount  of  ass is tance received or  receivable for  the 
taxat ion year .  

The credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

To c la im the credi t ,  f i le  Schedule 441,  YUKON MINERAL EXPLORATION 
TAX CREDIT,  wi th the return.  For  more deta i ls ,  see the schedule.  

On l ine 697 of  Schedule 5,  enter  the amount  of  the credi t  earned.  

Yukon research and development tax credit  

You can c la im th is  credi t  i f  you have a permanent  establ ishment  in  the 
Yukon at  any t ime in the year  and you incurred qual i f ied expendi tures 
in  the year  for  sc ient i f ic  research and exper imenta l  development  
carr ied on in  the Yukon.  

The credi t  is  equal  to  the tota l  o f  the fo l lowing amounts:  

• 15% of  e l ig ib le expendi tures incurred in  the year ;  and 
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• 5% of  e l ig ib le expendi tures inc luded on page 464 [above]  paid or  
payable to the Yukon Col lege.  

The credi t  is  fu l ly  refundable,  but  must  f i rs t  be appl ied against  to ta l  
taxes payable.  There are no carry-back or  carry- forward prov is ions.  

To c la im the credi t ,  f i le  Schedule 442,  YUKON RESEARCH AND 
DEVELOPMENT TAX CREDIT,  wi th the return.  For  more deta i ls ,  see the 
schedule.  

On l ine 698 of  Schedule 5,  enter  the amount  of  the credi t  ca lculated 
on Schedule 442.  

Northwest Terr i tor ies 

The lower  rate  o f  Northwest  Terr i tor ies income tax is  4%. This lower 
rate appl ies to taxable income earned in the Northwest  Terr i tor ies that  
qual i f ies for  the federal  smal l  business deduct ion.  

The higher  rate  o f  the Northwest  Terr i tor ies income tax is  14% 
ef fect ive January 1,  2004,  and 12% before that  date.  This rate appl ies 
to taxable income earned in the Northwest  Terr i tor ies that  does not  
qual i fy  for  the smal l  business deduct ion.  
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On l ine 250 of  Schedule 5,  enter  the amount  of  tax calculated.  

Northwest Terr i tories pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to a candidate for  an e lect ion to the 
Northwest  Terr i tor ies Legis lat ive Assembly.  The a l lowable pol i t ica l  
contr ibut ion tax credi t  is  equal  to :  

• 100% of  the f i rs t  $100 contr ibuted;  

plus 

• 50% of  the next  $800 contr ibuted,  to  a maximum credi t  o f  $500.  

You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can accept  photocopies only  i f  
the issuer  cer t i f ies them as t rue copies.  

Note 
Contr ibut ions to a pol i t ica l  par ty  do not  qual i fy  for  th is  credi t .  
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On l ine 898 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 700,  enter  the amount  of  the credi t  you are 
c la iming.  

Northwest Terr i tor ies investment tax credit  

The Min is ter  of  F inance of  the Northwest  Terr i tor ies wi l l  issue a 
cer t i f icate to e l ig ib le corporat ions that  have made investment  in  
businesses that  carry on business in  the Northwest  Terr i tor ies.  The 
funds received by the e l ig ib le business must  be used for  s tar t -up 
operat ions or  to  expand or  acqui re an ex is t ing business.  

You can deduct  an amount  issued under the RISK CAPITAL  INVESTMENT 
TAX CREDITS ACT,  up to an annual  maximum of  $30,000,  less any tax 
credi ts  that  may be deducted under the federal  INCOME TAX ACT.  

This  credi t  expi red December 31,  2003,  and is  cont inued again for  
investments made f rom January 1,  2005,  to December 31,  2007.  No 
credi t  is  avai lab le for  investments made dur ing the 2004 calendar 
year .  
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You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  in  which you made investments.  You can 
a lso carry forward the uncla imed credi t  to  the seven taxat ion years 
that  fo l low the taxat ion year  in  which you made investments.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep i t  
in  case we ask for  i t  la ter .  

To c la im the credi t ,  f i le  a completed Schedule 460,  NORTHWEST 
TERRITORIES INVESTMENT TAX CREDIT,  wi th the return.  For  more 
deta i ls ,  see the schedule.  

Corporat ions that  have a permanent  res idence in Nunavut  but  made 
investments e l ig ib le for  the investment  tax credi t  before Apr i l  1 ,  1999,  
can a lso c la im th is  credi t .  For  more deta i ls ,  see the sect ion on 
page 469 [below] for  Nunavut .  

On l ine 705 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  
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Nunavut 

The lower  rate  o f  Nunavut  income tax is  4%. This lower rate appl ies 
to taxable income earned in Nunavut  that  qual i f ies for  the federal  
smal l  business deduct ion.  

The higher  rate  o f  Nunavut  income tax is  12%. This rate appl ies to 
taxable income earned in Nunavut  that  does not  qual i fy  for  the smal l  
business deduct ion.  

On l ine 260 of  Schedule 5,  enter  the amount  of  tax calculated.  

Nunavut pol i t ical  contr ibution tax credit  

You can c la im contr ibut ions made to a candidate for  an e lect ion to the 
Nunavut  Legis lat ive Assembly.  The a l lowable pol i t ica l  contr ibut ion tax 
credi t  is  equal  to :  

• 100% of  the f i rs t  $100 contr ibuted;  

plus 

• 50% of  the next  $800 contr ibuted,  to  a maximum credi t  o f  $500.  
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You do not  have to f i le  of f ic ia l  receipts wi th the return.  However,  keep 
them in case we ask for  them later .  We can only accept  photocopies i f  
the issuer  cer t i f ies them as t rue copies.  

Note 
Contr ibut ions to a pol i t ica l  par ty  do not  qual i fy  for  th is  credi t .  

On l ine 899 of  Schedule 5,  enter  the tota l  amount  of  qual i fy ing 
contr ibut ions,  and on l ine 725,  enter  the amount  of  the credi t  you are 
c la iming.  

Nunavut investment tax credit  

The Min is ter  of  F inance of  Nunavut  wi l l  issue a cer t i f icate to e l ig ib le 
corporat ions that  have invested in  businesses that  carry on business 
in  Nunavut .  The funds received by the e l ig ib le business must  be used 
for  s tar t -up operat ions or  to  expand or  acqui re an ex is t ing business.  

You can deduct  an amount  issued under the RISK CAPITAL  INVESTMENT 
TAX CREDITS ACT,  up to an annual  maximum of  $30,000,  less any tax 
credi ts  that  may be deducted under the federal  INCOME TAX ACT.  
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You can carry back an unused credi t  to  the three preceding taxat ion 
years f rom the taxat ion year  in  which you made investments.  You can 
a lso carry forward the uncla imed credi t  to  the seven taxat ion years 
that  fo l low the taxat ion year  in  which you made investments.  

You do not  have to f i le  the cer t i f icate wi th the return.  However,  keep i t  
in  case we ask for  i t  la ter .  

To c la im the credi t ,  f i le  a completed Schedule 480,  NUNAVUT 
INVESTMENT TAX CREDIT,  wi th the return.  For  more deta i ls ,  see the 
schedule.  

On l ine 735 of  Schedule 5,  enter  the amount  of  credi t  you are 
c la iming.  

Northwest Terr i tor ies investment tax credit  on investments made 
before Apri l  1 ,  1999 

Corporat ions that  made investments e l ig ib le for  the investment  tax 
credi t  before Apr i l  1 ,  1999,  can c la im the Northwest  Terr i tor ies 
investment  tax credi t .  To c la im th is  credi t ,  f i le  a completed 
Schedule 460,  NORTHWEST TERRITORIES INVESTMENT TAX CREDIT,  wi th 
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the return.  For  more deta i ls ,  see the sect ion on page 465 [above]  for  
the Northwest  Terr i tor ies and the schedule.  

On l ine 734 of  Schedule 5,  enter  the amount  of  the credi t  you are 
c la iming.  

Line 760 – Net provincial  and terr i tor ial  tax payable 

On l ine 760,  enter  the net  amount  of  prov inc ia l  or  terr i tor ia l  tax 
(posi t ive amount)  ca lculated on l ine 255 of  Schedule 5.  I f  the amount  
on l ine 255 is  negat ive,  enter  i t  on l ine 812 of  the return.  

Line 765 – Provincial  tax on large corporat ions 

A provinc ia l  tax is  lev ied on taxable capi ta l  o f  cer ta in large 
corporat ions that  have a permanent  establ ishment  in  Nova Scot ia or  
New Brunswick.   

In  Nova Scot ia,  th is  tax appl ies for  taxat ion years beginning before 
Apr i l  1 ,  2006.  The tax is  prorated based on the number of  days in  the 
year  when the taxat ion year  s t raddles th is  date.  
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This  tax does not  apply to corporat ions ment ioned in subsect ion 
181.1(3)  of  the federal  INCOME TAX ACT.  Also,  i t  does not  apply to 
f inancia l  inst i tu t ions in  New Brunswick and to banks,  credi t  unions,  or  
t rusts and loan companies in  Nova Scot ia.  

Insta lment  payment  requi rements are the same as for  Par t  I  tax.  For  
deta i ls ,  see " Insta lment  due dates"  on page 37 [10] .  

The provinc ia l  capi ta l  tax cannot  be reduced by any tax credi ts .  

Note 
A penal ty  appl ies to large corporat ions that  have to pay th is  tax and 
do not  f i le  the requi red return on t ime.  For  more deta i ls ,  see 
"Penal t ies"  on page 39 [10] .  

Nova Scotia tax on large corporat ions 

A capi ta l  deduct ion of  $5 mi l l ion is  avai lab le to a corporat ion that  is  
not  a member of  a re lated group and has taxable capi ta l  o f  less than 
$10 mi l l ion.  I f  the corporat ion is  a member of  a re lated group,  a 
capi ta l  deduct ion of  $5 mi l l ion to be a l located among members of  the 
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re lated group is  avai lab le as long as the combined taxable capi ta l  o f  
a l l  members of  the re lated group is  less than $10 mi l l ion.  

Use Schedule 343,  NOVA SCOTIA  TAX ON LARGE CORPORATIONS – 
AGREEMENT AMONG RELATED CORPORATIONS,  to  a l locate the capi ta l  
deduct ion.  F i le  th is  agreement  wi th the return.  

The provinc ia l  capi ta l  tax on Nova Scot ia large corporat ions is  0.5% 
of  taxable capi ta l  o f  a corporat ion i f  the Nova Scot ia taxable capi ta l  o f  
a l l  re lated corporat ions is  less than $10 mi l l ion.  This  rate is  increased 
to 0.6% ef fect ive Apr i l  1 ,  2004.   

Star t ing July  1,  2005,  and over  a four-year  per iod,  th is  rate wi l l  be 
reduced f rom 0.6% to 0.4% as fo l lows:  

• 0.55% ef fect ive July  1,  2005;  

• 0.50% ef fect ive July  1,  2006;  

• 0.45% ef fect ive July  1,  2007;  and  

• 0.40% ef fect ive July  1,  2008.  
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I f  the taxable capi ta l  o f  a l l  re lated corporat ions is  $10 mi l l ion or  more,  
then a l l  corporat ions in  the group wi l l  be subject  to  a 0.25% rate.  This  
rate is  increased to 0.3% ef fect ive Apr i l  1 ,  2004.  

Star t ing July  1,  2005,  and over  a four-year  per iod,  th is  rate wi l l  be 
reduced f rom 0.3% to 0.2% as fo l lows:  

• 0.275% ef fect ive July  1,  2005;  

• 0.250% ef fect ive July  1,  2006;  

• 0.225% ef fect ive July  1,  2007;  and 

• 0.200% ef fect ive July  1,  2008.  

Corporat ions that  are l iab le to pay the Nova Scot ia tax on large 
corporat ions have to f i le  Schedule 342,  NOVA SCOTIA  TAX ON LARGE 
CORPORATIONS,  wi th Schedule 33,  34,  or  35.  

On l ine 765,  enter  the prov inc ia l  tax on large corporat ions payable.  
You can deduct  the prov inc ia l  tax on large corporat ions payable when 
calculat ing federal  income for  tax purposes.  
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Note 
Schedule 343 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 343 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we wi l l  
ask for  one.  

New Brunswick tax on large corporat ions 

A capi ta l  deduct ion on taxable capi ta l  o f  $5 mi l l ion is  avai lab le to 
corporat ions.  I f  the corporat ion is  a member of  a re lated group,  the 
capi ta l  deduct ion has to be a l located between the members.  

Use Schedule 362,  NEW BRUNSWICK TAX ON LARGE CORPORATIONS – 
AGREEMENT AMONG RELATED CORPORATIONS,  to  a l locate the capi ta l  
deduct ion.  F i le  th is  agreement  wi th the return.  

New Brunswick tax on large corporat ions is  equal  to  0.3% of  taxable 
capi ta l  a l located to the prov ince of  New Brunswick.  

Corporat ions that  are l iab le to pay the New Brunswick capi ta l  tax on 
large corporat ions have to f i le  Schedule 361,  NEW BRUNSWICK TAX ON 
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LARGE CORPORATIONS,  and at tach i t  to  Schedule 33,  PART I .3 TAX ON 
LARGE CORPORATIONS.  

On l ine 765,  enter  the prov inc ia l  tax on large corporat ions payable.  
You can deduct  the prov inc ia l  tax on large corporat ions payable when 
calculat ing federal  income for  tax purposes.  

Note 
Schedule 362 need only be f i led by one of  the associated/re lated 
corporat ions for  a calendar year .  However,  i f  Schedule 362 is  not  
a l ready on f i le  wi th us when we assess any of  the returns for  a 
taxat ion year  ending in  the calendar year  of  the agreement ,  we wi l l  
ask for  one.  

Other credits 
Line 780 – Investment tax credit  refund 

On l ine 780,  enter  the amount  of  the investment  tax credi t  refund.  See 
page 323 [59]  for  deta i ls .  
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Line 784 – Dividend refund 

On l ine 784,  enter  the amount  of  the d iv idend refund,  which you 
calculated in  the "Div idend refund" area on page 39 [6]  of  your  return.  
See page 295 [54]  for  deta i ls .  

Line 788 – Federal  capital  gains refund 

Investment corporat ions  (see sect ion 130)  and mutual  fund 
corporat ions  (see sect ion 131)  have to f i le  Schedule 18,  FEDERAL 
AND PROVINCIAL  OR TERRITORIAL  CAPITAL  GAINS REFUND,  wi th thei r  
returns.  Schedule 18 has to conta in the fo l lowing in format ion:  

• deta i ls  about  the refundable capi ta l  gains tax on hand;   

• deta i ls  of  the capi ta l  gains redempt ion for  the year ;  and 

• a calculat ion of  the federal  capi ta l  gains refund for  the year .  

Use 28% as the percentage to determine the refundable capi ta l  gains 
tax on hand.  
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The federal  capi ta l  gains refund for  the year  is  whichever  is  less:  

• 14% of  the tota l  of :  

–  the capi ta l  gains d iv idends paid in  the per iod star t ing 60 days 
af ter  the commencement of  the year  and ending 60 days af ter  the 
end of  the year ;  and 

–  the capi ta l  gains redempt ion for  the year ;  or  

• the refundable capi ta l  gains tax on hand at  the end of  the year .  

Complete the appropr iate l ines on Schedule 18,  and enter  on l ine 788 
of  the return the federal  capi ta l  gains refund.  See the next  page for  
deta i ls  on the prov inc ia l  or  terr i tor ia l  capi ta l  gains refund.  

Note 
I f  a  corporat ion is  establ ished and mainta ined main ly  to benef i t  
non-res idents,  i t  does not  qual i fy  as a mutual  fund corporat ion,  and 
i t  cannot  c la im the capi ta l  gains refund.  

References 
Sect ions 130 and 131 
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Line 792 – Federal  qual i fying environmental  trust  tax credit  refund 

On l ine 792,  enter  the amount  of  federal  qual i fy ing envi ronmental  t rust  
tax credi t  refund that  was not  used in the Part  I  tax calculat ion.  See 
page 322 [58]  for  more in format ion.  

Line 796 – Canadian f i lm or video production tax credit  refund 

A fu l ly  refundable tax credi t  is  avai lable to qual i f ied corporat ions that  
produce an e l ig ib le product ion cer t i f ied by the Min is ter  of  Canadian 
Her i tage to be a Canadian f i lm or  v ideo product ion.   

For  expendi tures incurred before November 14,  2003,  the credi t  is  
equal  to  25% of  qual i f ied labour expendi tures for  the year  for  the 
product ion.  The qual i f ied labour expendi ture cannot  be more than 48% 
of  the tota l  cost  of  a product ion.  The tax credi t  is  therefore l imi ted to 
12% of  the tota l  cost  of  a product ion,  less any assis tance.  

For  expendi tures incurred af ter  November 13,  2003,  the credi t  is  
equal  to  25% of  qual i f ied labour expendi tures for  the year  for  the 
product ion.  The qual i f ied labour expendi ture cannot  be more than 60% 
of  the tota l  cost  of  a product ion.  The tax credi t  is  therefore l imi ted to 
15% of  the tota l  cost  of  a product ion,  less any assis tance.  Under the 
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new ru les,  labour expendi tures in  respect  of  non-res idents of  Canada 
(other  than Canadian c i t izens)  wi l l  not  be e l ig ib le for  the credi t .  

For  more in format ion,  see our  Web s i te  at  www.cra.gc.ca/f tc.  

To c la im the credi t ,  a t tach the fo l lowing i tems to the top of  the return 
for  the year :  

• the Canadian Fi lm or  Video Product ion Cert i f icate (Par t  A)  issued 
by the Canadian Audio-Visual  Cert i f icat ion Of f ice (CAVCO),  or  a 
copy;  

• i f  i t  appl ies,  a Cert i f icate of  Complet ion (Part  B)  issued by CAVCO, 
or  a copy,  and a copy of  the audi ted statement  of  product ion costs 
and notes provided to CAVCO; and 

• a completed Form T1131,  CLAIMING A  CANADIAN FILM OR VIDEO 
PRODUCTION TAX CREDIT,  for  each f i lm or  v ideo product ion.  

On l ine 796,  enter  the amount  of  the credi t  f rom l ine 520 or  l ine 620 of  
Form T1131.  I f  you are f i l ing more than one of  these forms,  enter  the 
cumulat ive tota l .  
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Note 
We may refund a l l  or  par t  o f  a c la im for  a Canadian f i lm or  v ideo 
product ion tax credi t  for  a taxat ion year  to a qual i f ied corporat ion,  
before we issue the NOTICE OF ASSESSMENT for  that  year ,  prov ided 
cer ta in condi t ions are met .  

References 
Sect ion 125.4 

Regulat ion 1106 

RC4164,  CLAIMING A  CANADIAN FILM OR VIDEO PRODUCTION TAX 
CREDIT – GUIDE TO FORM T1131 

Line 797 – Fi lm or video production services tax credit  refund 

A fu l ly  refundable tax credi t  is  avai lable to e l ig ib le product ion 
corporat ions for  a f i lm or  v ideo product ion cer t i f ied by the Min is ter   
o f  Canadian Her i tage to be an accredi ted product ion.  

El ig ib le product ion corporat ions do not  inc lude those that ,  a t  any t ime 
in the year ,  are tax-exempt,  are contro l led by one or  more tax-exempt 
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ent i t ies,  or  are prescr ibed labour-sponsored venture capi ta l  
corporat ions.  

The credi t  is  equal  to  16% of  qual i f ied Canadian labour expendi tures 
for  the year .  For  expendi tures incurred before February 19,  2003,  
the 11% rate is  used.  

Note 
Qual i f ied Canadian labour expendi ture is  net  of  any assis tance.  

For  more in format ion,  see our  Web s i te  at  www.cra.gc.ca/f tc.  

To c la im the credi t ,  a t tach the fo l lowing i tems to the top of  the return 
for  the year :  

• an Accredi ted Fi lm or  Video Product ion Cert i f icate,  or  a copy;  and  

• a completed Form T1177,  CLAIMING A  F ILM OR VIDEO PRODUCTION 
SERVICES TAX CREDIT,  for  each accredi ted product ion.  

On l ine 797,  enter  the amount  of  the credi t  f rom l ine 520 and 620 of  
Form T1177.  I f  you are f i l ing more than one of  these forms,  enter  the 
cumulat ive tota l .  
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I f  a  credi t  is  c la imed for  the Canadian f i lm or  v ideo product ion tax 
credi t ,  then a credi t  cannot  be c la imed for  the f i lm and v ideo 
product ion serv ices tax credi t .  

Note 
We may refund a l l  or  par t  o f  a c la im for  a f i lm or  v ideo product ion 
serv ices tax credi t  for  a taxat ion year  to an e l ig ib le product ion 
corporat ion,  before we issue the NOTICE OF ASSESSMENT for  that  
year ,  prov ided cer ta in condi t ions are met .  

References 
Sect ion 125.5 

Regulat ion 9300 

Lines 800 and 801 – Tax withheld at  source 

This is  the amount  shown as " income tax deducted" on any NR4, T4A, 
or  T4A-NR informat ion s l ips you may have received.  You do not  have 
to f i le  these in format ion s l ips wi th the return,  unless you are a 
non-res ident  corporat ion.  However,  keep them in case we ask for  
them later .  
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On l ines 800 and 801,  enter  the amount  of  the refund you are c la iming 
and the tota l  payments on which tax has been wi thheld.  

References 
IC 77-16,  NON-RESIDENT INCOME TAX 

IC 75-6,  REQUIRED WITHHOLDING FROM AMOUNTS PAID  TO NON-RESIDENT 
PERSONS PERFORMING SERVICES IN  CANADA 

Line 808 – Provincial  and terr i torial  capital  gains refund 

Investment corporat ions  (see sect ion 130)  and mutual  fund 
corporat ions  (see sect ion 131)  have to f i le  Schedule 18,  FEDERAL 
AND PROVINCIAL  OR TERRITORIAL  CAPITAL  GAINS REFUND,  wi th the 
return,  complete wi th in format ion ment ioned on page 478 [85] .  

These corporat ions have to calculate the prov inc ia l  and terr i tor ia l  
capi ta l  gains refund according to prov inc ia l  and terr i tor ia l  income tax 
acts.  

Complete page 2 [2]  of  Schedule 18,  and enter  the prov inc ia l  and 
terr i tor ia l  capi ta l  gains refund on l ine 808.  
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Reference 
Sect ions 130 and 131 

Line 812 – Provincial  and terr i tor ial  refundable tax credits 

On l ine 812,  enter  the amount  of  prov inc ia l  and terr i tor ia l  refundable 
tax credi ts  ca lculated on l ine 255 of  Schedule 5 (negat ive amount) .  

Lines 815 and 816 – Royalt ies deductible and tax remitted under 
Syncrude Remission Order 

The SYNCRUDE REMISSION ORDER a l lows a deduct ion in  comput ing 
income of  amounts paid as royal t ies.  However,  th is  deduct ion is  
a l lowable only  for  federal  income tax purposes.  Enter  the e l ig ib le 
amount  at  l ine 815.  

Calculate the federal  tax payable before and af ter  the  SYNCRUDE 
REMISSION ORDER deduct ion.  Enter  the d i f ference at  l ine 816.  
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Line 840 – Tax instalments paid 

Guide T7B Corp,  ca l led CORPORATION INSTALMENT GUIDE,  g ives you 
more deta i ls  about  how to make payments and how to calculate 
insta lments.  

We of fer  these payment  opt ions:  

• Vis i t  our  Web s i te  at  www.cra.gc.ca/electronicpayments  for  
in format ion on paying by te lephone or  through Internet  banking,  or  
contact  your  f inancia l  inst i tu t ion to see i f  i t  o f fers these serv ices.  

• Make your  payment  f ree of  charge at  your  f inancia l  inst i tu t ion in  
Canada by present ing the personal ized remi t tance Form RC160,  
BUSINESS REMITTANCE VOUCHER – INTERIM PAYMENTS,  to the te l ler .  
The te l ler  wi l l  re turn the top par t  of  the form to you as a receipt .  

• Wri te your  fu l l  15 d ig i t  Business Number (e.g.  12345 6789 RC0001) 
on the back of  your  cheque or  money order  made payable to the 
Receiver  General  for  Canada,  and mai l  i t  wi th the remi t tance 
voucher to the address shown on page 488 [below]:  
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Canada Revenue Agency 
875 Heron Road 
Ottawa ON  K1A 1B1 
CANADA 

Review every statement  you receive f rom us to make sure that  we 
have appl ied your  insta lment  payments to the correct  taxat ion year .  I f  
we d id not  a l locate a payment  correct ly ,  contact  your  tax centre 
immediate ly .  

On l ine 840,  repor t  a l l  o f  the insta lment  payments you made for  the 
taxat ion year .  I f  there is  a d iscrepancy between the amount  you repor t  
on the return and the amount  in  the insta lment  account ,  we wi l l  use 
the amount  in  your  insta lment  account  for  the taxat ion year  being 
assessed when we process the return.  

Note 
In  addi t ion to the in terest  that  you have to pay for  la te or  def ic ient  
insta lment  payments,  a penal ty  may apply on the in terest  payable.  
See guide T7B Corp,  CORPORATION INSTALMENT GUIDE for  more 
deta i ls .  
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References 
Sect ions 157 and 163.1 

Refund or payment 
Your overpayment  or  balance unpaid is  the d i f ference you get  af ter  
subtract ing a l l  the credi ts  on l ines 780 to 840 f rom the tota l  tax 
payable on l ine 770.  

I f  your  tota l  tax payable ( l ine 770)  is  less than your  tota l  credi ts  
( l ine 890) ,  enter  the d i f ference on the overpayment l ine.  

I f  your  tota l  payable ( l ine 770)  is  more than your  tota l  credi ts  
( l ine 890) ,  enter  the d i f ference on the balance unpaid  l ine.  

Note 
After  we process your  return and apply any in terest  and/or  penal ty  
charges,  i f  the tota l  amount  owing at  that  t ime is  $2 or  less,  you wi l l  
not  be requi red to pay that  amount .  I f  an amount  of  $2 or  less is  
owed to you,  the amount  wi l l  not  be paid,  however,  i t  wi l l  be appl ied 
to any ex is t ing l iab i l i ty  you may have.  
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Line 894 – Refund code 

I f  ent i t led to a refund,  enter  one of  the fo l lowing codes on l ine 894:  

• enter  "1"  i f  you want  us to refund the overpayment ;  

• enter  "2"  i f  you want  us to t ransfer  the overpayment  to next  year 's  
insta lment  account ;  or  

• enter  "3"  i f  you want  us to apply the overpayment  to another  
l iab i l i ty .  

Note 
We wi l l  f i rs t  apply the overpayment  to any outstanding tax the 
corporat ion owes.  Then,  we wi l l  d i rect  any amount  le f t  over  
according to the code you enter .  

I f  you enter  "1,"  or  do not  enter  a code,  we wi l l  re fund the amount  of  
the overpayment .  

I f  you enter  "2,"  we wi l l  t ransfer  the overpayment  to the next  year 's  
insta lment  account ,  as wel l  as any refund interest  that  has 
accumulated f rom the assessment  date.  
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I f  you enter  "3,"  we wi l l  apply the overpayment  to other  tax l iab i l i t ies 
(such as an expected debi t  f rom a reassessment)  or  to  a d i f ferent  
account .  At tach a le t ter  to  the return g iv ing inst ruct ions.  

Line 896 – I f  the corporat ion is a Canadian-control led private 
corporat ion throughout the taxation year,  does i t  qual i fy for the 
one-month extension of  the date the balance of  tax is due? 

Tick the appropr iate box.  See "Balance due date"  on page 37 [10] .  

Line 898 – Enclosed payment 

On l ine 898,  enter  the amount  of  any payment  you are sending wi th 
the return.  Do not  enter  an amount  on th is  l ine i f  you sent  your  
payment  to us e lect ronical ly  (see page 492 [below] ) .  Do not  inc lude 
th is  payment  amount  in  the insta lment  tota l  you recorded on l ine 840.  

Make the cheque or  money order  payable to the Receiver  General  for  
Canada,  and at tach i t  to  the return.  

The Canadian Payments Associat ion sets a maximum value of  
$25 mi l l ion for  any cheque or  other  paper-based payment  inst rument  
c leared through the banking system. Cl ients are encouraged to make 
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ar rangements wi th thei r  f inancia l  inst i tu t ions for  payments of  large 
amounts.  

Note 
You or  your  representat ive may not  have a bank account  at  a 
f inancia l  inst i tu t ion in  Canada.  I f  so,  e i ther  of  you can make your  
payment  us ing:  

• an internat ional  money order  drawn in Canadian dol lars;  

• a bank draf t  in  Canadian funds drawn on a Canadian bank 
(avai lable at  most  fore ign f inancia l  inst i tu t ions) ;  or   

• a cheque drawn in the currency of  the country in  which the 
f inancia l  inst i tu t ion is  located.  We wi l l  use the currency rate in  
ef fect  at  the t ime of  cashing your  cheque.  

Electronic payment of balance owing 
You can pay your  corporat ion 's  2005 balance owing e lect ronical ly  by 
us ing your  f inancia l  inst i tu t ion 's  te lephone or  In ternet  banking 
serv ices.  Most  f inancia l  inst i tu t ions a l low a corporat ion to schedule a 
future-dated payment .  For  more in format ion about  th is  opt ion,  v is i t  our  
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Web s i te  at  www.cra.gc.ca/electronicpayments  or  contact  your  
f inancia l  inst i tu t ion.  

Direct deposit request 
Lines 910 to 918 

Direct  deposi t  o f fers a safe,  convenient ,  and dependable way of  
receiv ing payments,  and i t  removes the potent ia l  loss of  credi t  
in terest  i f  a  cheque is  delayed in the mai l .  

To start  d i rect  deposi t  to  the corporat ion 's  account  at  a f inancia l  
inst i tu t ion,  or  to  change  in format ion you a l ready gave us,  complete 
the "Direct  deposi t  request"  at  the bot tom of  page 50 [8] .  You do not  
have to complete th is  area i f  you a l ready have d i rect  deposi t  serv ice 
and the in format ion you gave before has not  changed.  

You can a lso use Form T2-DD, DIRECT DEPOSIT  REQUEST FORM FOR 
CORPORATIONS.  

Your d i rect  deposi t  request  wi l l  s tay in  ef fect  unt i l  you change the 
in format ion or  cancel  the serv ice.  However,  i f  your  f inancia l  inst i tu t ion 
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advises us that  you have a new account ,  we may deposi t  your  
payments in to the new account .  I f ,  for  any reason,  we cannot  deposi t  
a  payment  in to a designated account ,  we wi l l  mai l  a  cheque to you at  
the address we have on f i le  at  the t ime of  the or ig inal  payment .  

Note 
The CRA must  generate a l l  large-value refunds ($25 mi l l ion or  more)  
through the Large Value Transfer  Serv ice (LVTS).  To avoid potent ia l  
delays,  c l ients have to be regis tered for  d i rect  deposi t  and be 
regis tered on the LVTS. I f  you are expect ing a large-value refund,  
arrange for  d i rect  deposi t  and contact  your  tax centre to make the 
necessary arrangements.   

Certif ication 
Lines 950 to 959 

Lines 950 to 956  – Complete these l ines by g iv ing the requi red 
in format ion in  the appropr iate spaces.  Be sure that  the person who 
s igns and dates the return is  an author ized of f icer  of  the corporat ion.  

Line 957  – Tick the appropr iate box.  
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Lines 958 and 959  – I f  you answer NO to l ine 957,  prov ide the f i rs t  
and last  names and te lephone number of  a contact  person.  This 
contact  person is  responsib le for  quest ions f rom and to CRA re lated 
to th is  return.  

Note 
You may want  to  author ize someone to d iscuss your  corporat ion 
income tax return for  any year  wi th the CRA. I f  so,  complete 
Form RC59,  BUSINESS CONSENT FORM. 

Language of correspondence 
Line 990 

Ind icate in  which of f ic ia l  language you would l ike to receive your  
correspondence.  
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Appendices 
List of federal and provincial or territorial corporate 
schedules and forms 
We provide the fo l lowing schedules and forms,  on our  Web s i te  at  
www.cra.gc.ca/forms.  You can a lso get  a pr in ted copy by cal l ing 
1-800-959-2221.  

Schedule  
or  form Tit le 

Page 
numbers 

RC59 Business Consent  Form 48 [12]  

T2 T2 Corporat ion Income Tax Return 26 [8]  

T2 Short  T2 Short  27 [8]  

T2 SCH 1 Net  Income (Loss)  for  Income Tax 
Purposes  

136 [27]  

T2 SCH 2 Char i table Donat ions and Gi f ts  246-257 
[45-47]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 3 Div idends Received,  Taxable 
Div idends Paid,  and Part  IV Tax 
Calculat ion 

296,  355 
[54,64]  

T2 SCH 4 Corporat ion Loss Cont inui ty  and 
Appl icat ion 

216 [40]  

T2 SCH 5 Tax Calculat ion Supplementary – 
Corporat ions 

376-472 
[67-84]  

T2 SCH 6 Summary of  Disposi t ions of  Capi ta l  
Property  

140 [28]  

T2 SCH 7 Calculat ion of  Aggregate Investment  
Income and Act ive Business Income 

272,  289 
[50,53]  

T2 SCH 8 Capi ta l  Cost  Al lowance (CCA) 161 [31]  

T2 SCH 9 Related and Associated Corporat ions 100 [21]  

T2 SCH 10 Cumulat ive El ig ib le Capi ta l  Deduct ion 199 [37]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 11 Transact ions With Shareholders,  
Of f icers,  or  Employees 

108 [22]  

T2 SCH 12 Resource-Related Deduct ions 202 [37]  

T2 SCH 13 Cont inui ty  of  Reserves 203 [37]  

T2 SCH 14 Miscel laneous Payments to Residents 110 [23]  

T2 SCH 15 Deferred Income Plans 111 [23]  

T2 SCH 16 Patronage Div idend Deduct ion 205 [38]  

T2 SCH 17 Credi t  Union Deduct ions 207,  311 
[38,57]  

T2 SCH 18 Federal  and Provinc ia l  or  Terr i tor ia l  
Capi ta l  Gains Refund 

478,  485 
[85,86]  

T2 SCH 19 Non-Resident  Shareholder  Informat ion 100 [21]  

T2 SCH 20 Part  XIV – Branch Tax 373 [67]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 21 Federal  Fore ign Income Tax Credi ts  
and Federal  Logging Tax Credi t  

313 [57]  

T2 SCH 22 Non-Resident  Discret ionary Trust  113 [23]  

T2 SCH 23 Agreement  Among Associated 
Canadian-Contro l led Pr ivate 
Corporat ions to Al locate the Business 
L imi t  (see Schedule 49 for  a l locat ion 
of  the expendi ture l imi t )  

100,  323 
[21,59]  

T2 SCH 24 Fi rs t -T ime Fi ler  Af ter  Incorporat ion,  
Amalgamat ion,  or  Winding-up of  a 
Subsid iary Into a Parent   

76 [16]  

T2 SCH 25 Investment  in  Foreign Af f i l ia tes 113 [23]  

T2 SCH 27 Calculat ion of  Canadian 
Manufactur ing and Processing Prof i ts  
Deduct ion 

307 [56]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 28 Elect ion Not  to Be an Associated 
Corporat ion 

107 [22]  

T2 SCH 29 Payments to Non-Residents 114 [23]  

T2 SCH 31 Investment  Tax Credi t  –  Corporat ions 323 [59]  

T2 SCH 33 Part  I .3  Tax on Large Corporat ions 350 [63]  

T2 SCH 34 Part  I .3  Tax on Financia l  Inst i tu t ions 350 [63]  

T2 SCH 35 Part  I .3  Tax on Large Insurance 
Corporat ions 

350 [63]  

T2 SCH 36 Agreement  Among Related 
Corporat ions – Part  I .3  Tax 

350 [63]  

T2 SCH 37 Calculat ion of  Unused Surtax Credi t  350 [63]  

T2 SCH 38 Part  VI  Tax on Capi ta l  o f  F inancia l  
Inst i tu t ions 

366 [66]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 39 Agreement  Among Related Financia l  
Inst i tu t ions – Part  VI  Tax 

366 [66]  

T2 SCH 40 Agreement  Among Related L i fe 
Insurance Corporat ions 

366 [66]  

T2 SCH 41 Agreement  Among Related 
Deposi t -Taking Inst i tu t ions 

366 [66]  

T2 SCH 42 Calculat ion of  Unused Part  I  Tax 
Credi t  

366 [66]  

T2 SCH 43 Calculat ion of  Par ts  IV.1 and VI .1 
Taxes 

365,  369 
[66,  66]  

T2 SCH 44 Non-Arm's Length Transact ions 109 [22]  

T2 SCH 45 Agreement  Respect ing L iabi l i ty  for  
Par t  VI .1 Tax 

369 [66]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 46 Part  I I  –  Tobacco Manufacturers '  
Sur tax 

354 [64]  

T2 SCH 49 Agreement  Among Associated 
Canadian-Contro l led Pr ivate 
Corporat ions to Al locate the 
Expendi ture L imi t  (see Schedule 
23 for  a l locat ion of  the business l imi t )  

105 [22]  

T2 SCH 50 Shareholder  Informat ion 122 [25]  

T2 SCH 91 Informat ion Concerning Cla ims for  
Treaty-Based Exempt ions 

21,  80 
[7,  17]  

T2 SCH 97 Addi t ional  In format ion on 
Non-res ident  Corporat ions in  Canada 

80 [17]  

T2 SCH 100 Balance Sheet  In format ion 90 [19]  

T2 SCH 101 Opening Balance Sheet  In format ion 90 [19]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 125 Income Statement  Informat ion 90 [19]  

T2 SCH 140 Summary Income Statement  90 [19]  

T2 SCH 141 Notes Checkl is t  90 [19]  

T2 SCH 300 Newfoundland and Labrador 
Manufactur ing and Processing Prof i ts  
Tax Credi t  

389 [70]  

T2 SCH 301 Newfoundland and Labrador Research 
and Development  Tax Credi t  

392 [70]  

T2 SCH 302 Addi t ional  Cert i f icate Numbers for  the 
Newfoundland and Labrador F i lm and 
Video Industry  Tax Credi t  

393 [70]  

T2 SCH 303 Newfoundland and Labrador Direct  
Equi ty  Tax Credi t  

390 [70]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 320 Pr ince Edward Is land Manufactur ing 
and Processing Prof i ts  Tax Credi t  

397 [71]  

T2 SCH 321 Pr ince Edward Is land Corporate 
Investment  Tax Credi t  

398 [71]  

T2 SCH 340 Nova Scot ia Research and 
Development  Tax Credi t  

406 [72]  

T2 SCH 341 Nova Scot ia Corporate Tax Reduct ion 
for  New Smal l  Businesses 

402 [72]  

T2 SCH 342 Nova Scot ia Tax on Large 
Corporat ions 

473 [84]  

T2 SCH 343 Nova Scot ia Tax on Large 
Corporat ions – Agreement  Among 
Related Corporat ions 

473 [84]  

T2 SCH 344 Nova Scot ia Manufactur ing and 
Processing Investment  Tax Credi t  

389 [70]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 345 Addi t ional  Cert i f icate Numbers for  the 
Nova Scot ia F i lm Industry  Tax Credi t  

403 [72]  

T2 SCH 346 Nova Scot ia Corporat ion Tax 
Calculat ion 

399 [71]  

T2 SCH 360 New Brunswick Research and 
Development  Tax Credi t  

412 [73]  

T2 SCH 361 New Brunswick Tax on Large 
Corporat ions 

476 [84]  

T2 SCH 362 New Brunswick Tax on Large 
Corporat ions – Agreement  Among 
Related Corporat ions 

476 [84]  

T2 SCH 365 Addi t ional  Cert i f icate Numbers for  the 
New Brunswick Fi lm Tax Credi t  

413 [74]  

T2 SCH 366 New Brunswick Corporat ion Tax 
Calculat ion 

407 [73]  



–  5 0 6  –  

Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 380 Mani toba Research and Development  
Tax Credi t  

420 [75]  

T2 SCH 381 Mani toba Manufactur ing Investment  
Tax Credi t  

417 [74]  

T2 SCH 382 Addi t ional  Cert i f icate Numbers for  the 
Mani toba Fi lm and Video Product ion 
Tax Credi t  

425 [76]  

T2 SCH 383 Mani toba Corporat ion Tax Calculat ion 415 [74]  

T2.SCH 384 Mani toba Co-operat ive Educat ion Tax 
Credi t  

421 [75]  

T2 SCH 385 Mani toba Odour-  Contro l  Tax Credi t   423 [75]  

T2 SCH 400 Saskatchewan Royal ty  Tax Rebate 
Calculat ion (Corporat ions)  

433 [77]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 401 Saskatchewan Manufactur ing and 
Processing Tax Credi t  

430 [76]  

T2 SCH 402 Saskatchewan Manufactur ing and 
Processing Investment  Tax Credi t  

431 [77]  

T2 SCH 403 Saskatchewan Research and 
Development  Tax Credi t  

432 [77]  

T2 SCH 404 Saskatchewan Manufactur ing and 
Processing Prof i ts  Tax Reduct ion 

429 [76]  

T2 SCH 410 Addi t ional  Cert i f icate Numbers for  the 
Saskatchewan Fi lm Employment  Tax 
Credi t  

435 [77]  

T2 SCH 411 Saskatchewan Corporat ion Tax 
Calculat ion 

427 [76]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 420 Br i t ish Columbia Royal ty  and Deemed 
Income Rebate Calculat ion and 
Appl icat ion (Corporat ions)   

440 [78]  

T2 SCH 421 Br i t ish Columbia Min ing Explorat ion 
Tax Credi t  

457 [81]  

T2 SCH 424 Br i t ish Columbia Two-Year Tax 
Hol iday for  New Smal l  Businesses 

437 [78]  

T2 SCH 426 Br i t ish Columbia Manufactur ing and 
Processing Tax Credi t  

443 [79]  

T2 SCH 427 Br i t ish Columbia Corporat ion Tax 
Calculat ion 

436 [77]  

T2 SCH 440 Yukon Manufactur ing and Processing 
Prof i ts  Tax Credi t  

462 [82]  

T2 SCH 441 Yukon Mineral  Explorat ion Tax Credi t  463 [82]  
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Schedule  
or  form Tit le 

Page 
numbers 

T2 SCH 442 Yukon Research and Development  
Tax Credi t  

464 [82]  

T2 SCH 460 Northwest  Terr i tor ies Investment  Tax 
Credi t  

467 [83]  

T2 SCH 480 Nunavut  Investment  Tax Credi t  470 [83]  

T67AM Not ice of  
Determinat ion/Redeterminat ion of  a 
Loss 

56 [13]  

T106 Informat ion Return of  Non-Arm's 
Length Transact ions With 
Non-Residents 

115 [23]  

T400A Object ion – Income Tax Act  54 [13]  

T652 Not ice of  Revocat ion of  Waiver  49 [12]  
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Schedule  
or  form Tit le 

Page 
numbers 

T661 Cla im for  Scient i f ic  Research and 
Exper imenta l  Development  (SR&ED) 
Carr ied out  in  Canada 

209,  328 
[39,  59]  

T665 Simpl i f ied Cla im for  Scient i f ic  
Research and Exper imenta l  
Development  (SR&ED) in  Canada 

209,  328 
[39,  59]  

T666 Br i t ish Columbia Scient i f ic  Research 
and Exper imenta l  Development  Tax 
Credi t  

444 [79]  

T1031 Subsect ion 13(29)  Elect ion in  Respect  
of  Certa in Depreciable Propert ies,  
Acquired for  Use in  a Long Term 
Project  

161 [31]  

T1044 Non-Prof i t  Organizat ion (NPO) 
Informat ion Return 

81 [17]  
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Schedule  
or  form Tit le 

Page 
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