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Before you start 
Is this guide for you? 
Use th is  guide i f  you are a professional  or  sel f -employed indiv idual  
( inc luding a sel f -employed commission salesperson) and the usual  
f iscal  per iod of  your business or  professional  pract ice does not end 
on December 31,  2006.  A lso,  use th is  guide i f  you completed 
Form T1139,  RECONCIL IAT ION OF 2005 BUSINESS INCOME FOR TAX 
PURPOSES,  in  2005.   

This guide wi l l  help you calculate the business or  professional  income 
to enter  on your Form T1139 and report  on your 2006 income tax 
return.  

However,  i f  you converted to a December 31 year-end in a previous 
year,  you do not  have to use th is  guide.   

I f  you star ted your business in 2006 and your f i rs t  f iscal  per iod ends 
in 2007,  choose a f iscal  per iod other  than the calendar year by f i l ing 
an e lect ion wi th your income tax return.  To help you calculate the 
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amount  of  business income to report  on the appropr iate l ine of  your  
2006 income tax return,  see Part  2 of  Chapter  2.  

This guide complements our  guides cal led BUSINESS AND 
PROFESSIONAL INCOME, FARMING INCOME, FARMING INCOME AND THE 
CAIS PROGRAM, and FISHING INCOME. 

Forms and publications 
At the end [ In the middle]  of  th is  guide,  you wi l l  f ind two copies of  
Form T1139,  RECONCIL IAT ION OF 2006 BUSINESS INCOME FOR TAX 
PURPOSES.  Throughout  the guide,  we refer  to other  forms and 
publ icat ions.  I f  you need any of  these,  v is i t  our  Web s i te at  
www.cra.gc.ca.  You may want  to bookmark th is  address for  easier  
access to our  s i te in  the future.  You can a lso order  forms and 
publ icat ions by cal l ing us at  1-800-959-2221.  

What's new for 2006? 

Al l  references to the 10 year reserve have been removed.  This 
reserve has expi red.  
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My Business Account 

MY BUSINESS ACCOUNT,  Canada Revenue Agency 's  (CRA's)  new 
onl ine serv ice,  provides convenient  and secure access to a growing 
range of  personal ized business account  in format ion and serv ices.  
In the fa l l  o f  2007,  MY BUSINESS ACCOUNT wi l l  a lso of fer  access for  
author ized th i rd par t ies and a fu l l  range of  business account  
opt ions.  

Vis i t  www.cra.gc.ca/mybusinessaccount  to  f ind out  more about  
th is  exci t ing addi t ion to our  sui te of  e lectronic serv ices for  
business.  

Teletypewriter users 
I f  you use a te letypewr i ter  (TTY),  you can cal l  our  to l l - f ree,  b i l ingual  
enquiry serv ice at  1-800-665-0354.  
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Do you need more information? 
This guide uses p la in language to expla in the most  common tax 
s i tuat ions.  I f ,  a f ter  reading th is  guide,  you need more informat ion,  cal l  
our  Business Enquir ies l ine at  1-800-959-5525.  

Point.  Click. It 's that  quick! 
That 's  a l l  i t  takes to get  tax in format ion when you need i t .  V is i t  
www.cra.gc.ca  today and f ind out  how easy managing your taxes can 
be.  

The Canada Revenue Agency wants to decrease the demand for  
paper.  Accessib i l i ty  to the Internet  cont inues to increase.  In the 
future,  we encourage you to v iew th is  guide on our  Web s i te at  
www.cra-arc.gc.ca/E/pub/tg/rc4015 and pr int  only the par ts  you 
need.  

I f  you have a v isual  impairment ,  you can get  our  publ icat ions and your 
personal ized correspondence in bra i l le ,  large pr int ,  or  etext  (CD or  
d isket te) ,  or  on audio casset te or  MP3. For  deta i ls ,  v is i t  our  Web s i te 
at  www.cra.gc.ca/alternate  or  cal l  1 800 959 2221.  
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La vers ion f rançaise de cet te publ icat ion est  in t i tu lée CONCIL IAT ION DU 
REVENU D 'ENTREPRISE AUX F INS DE L ' IMPOT. 

NOTE:  In  th is  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr int  in format ion.  
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Chapter 1 – General information 
General ly ,  you have to report  your  business income f rom a business 
carr ied on in Canada on a calendar-year basis.  This ru le af fects sole 
propr ietorships,  professional  corporat ions that  are par tners of  a 
par tnership,  and par tnerships ( in  which at  least  one partner  of  the 
par tnership is  an indiv idual ,  professional  corporat ion,  or  another  
af fected par tnership) .  

You may be able to use an a l ternat ive method of  report ing your 
business income that  is  avai lable on a business-by-business basis.  
This a l ternat ive method,  which a l lows you to have a f iscal  per iod that  
does not  end on December 31,  appl ies to indiv iduals and partnerships 
in  which a l l  the par tners are indiv iduals.  An indiv idual  who is  a par tner  
of  a par tnership that  inc ludes a professional  corporat ion as a par tner  
cannot  use the a l ternat ive method.  Also,  par tnerships that  are 
par tners of  other  par tnerships cannot  use the a l ternat ive method.  

I f  you are an e l ig ib le indiv idual  ( inc luding an indiv idual  who is  a 
par tner  of  an e l ig ib le par tnership)  who wants to have a f iscal  per iod 
that  does not  end on December 31,  you wi l l  have to f i le  an e lect ion 
wi th your income tax return to keep that  per iod.  I f  you f i led an 
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e lect ion in previous years for  a business,  you do not  have to f i le  an 
e lect ion for  the 2006 taxat ion year for  that  business.  You have to use 
Form T1139,  RECONCIL IAT ION OF 2006 BUSINESS INCOME FOR TAX 
PURPOSES,  to f i le  your e lect ion on or  before the f i l ing due date of  your  
income tax return.  A par tner  who has author i ty  to act  for  a par tnership 
can make a val id  e lect ion for  a par tnership.  Al l  the par tners of  the 
par tnership have to complete a copy of  th is  form and inc lude i t  wi th 
thei r  income tax returns to reconci le  thei r  share of  the net  business 
income ( loss)  for  the 2006 tax year.  

Note 
I f  you are a goods and serv ices tax/harmonized sales tax (GST/HST) 
regist rant ,  your  decis ion about  your f iscal  per iod end for  income tax 
purposes may af fect  your  GST/HST report ing per iods,  as wel l  as 
your f i l ing and balance due dates.  

Filing and balance due dates 
You may have sel f -employment income or  you may be the spouse or  
common- law partner  of  someone who does.  I f  so,  you have unt i l  
June 15,  2007,  to f i le  your income tax return and Form T1139,  unless 
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the expendi tures made to carry on the business are main ly  the cost  or  
capi ta l  cost  of  tax shel ter  investments.  However,  you have to pay any 
tax owing by Apr i l  30,  2007.  

Note 
I f  any of  the dates ment ioned above fa l l  on a Saturday,  Sunday,  or  
s tatutory hol iday,  you have unt i l  the next  business day to f i le  your  
return or  make your payment.  

Chapter 2 – Calculating your 2006 business income 
Existing businesses – Started before 2006 
I f  you f i led Form T1139 wi th your 2005 income tax return,  you a lso 
have to f i le  th is  form wi th your 2006 income tax return to calculate 
your addi t ional  business income in Part  2.  Complete the par t  that  
appl ies to your s i tuat ion by fo l lowing the instruct ions in th is  chapter .  

You may have star ted your business in 2005,  and your f i rs t  f iscal  
per iod ended in 2006,  but  you d id not  e lect  to complete Part  2 of  
Form T1139 and report  business income in 2005.  I f  so,  you have to 
complete Form T1139 for  the 2006 tax year.  
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New businesses – Started in 2006 
I f  you star ted your business in  2006 and chose a December 31 
year-end,  you do not  have to complete Form T1139.  I f  you star ted 
your business in 2006 and your f i rs t  f iscal  per iod ends in 2007,  you 
can choose to complete Part  2 of  Form T1139 and report  business 
income in 2006.  For  more informat ion,  see Part  2 of  th is  chapter .  

Form T1139, Reconcil iation of 2006 Business Income for Tax 
Purposes 
This form has two par ts .  Part  1 deals wi th calculat ing your business 
income i f  you change or  have a l ready changed your f iscal  per iod end 
to December 31.  Part  2 deals wi th calculat ing your business income i f  
you e lect  or  have a l ready e lected to have a f iscal  per iod that  does not  
end on December 31.  We refer  to th is  as the a l ternat ive method.  Use 
Part  2 to revoke a previously f i led e lect ion.  Use Form T1139 only for  
businesses carr ied on in Canada.  

I f  you have more than one business wi th  f iscal  per iods that  do not  end 
on December 31,  you could complete both Part  1 and Part  2 of  
Form T1139.  For  example,  you could convert  one business to a 
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December 31 year-end,  and elect  to  keep a f iscal  per iod that  does not  
end on December 31 for  the other  business.  

Form T1139 can accommodate more than one business.  I f  you have 
more than two businesses in e i ther  par t ,  use a separate sheet  to  
provide the required informat ion.  Do not f i le  more than one 
Form T1139.  

The rest  of  th is  chapter  expla ins each part  and l ine of  the form in 
deta i l .  

Identi f icat ion area 

Enter  your  socia l  insurance number (SIN) in  the appropr iate area.  
Enter  your 15-dig i t  Business Number  (BN) in the appropr iate area.  
I f  you have more than one BN, enter  the number for  your 
propr ietorship.  

Part  1 – Convert ing to a December 31 f iscal  period end 

Part  1 appl ies only to ex is t ing businesses that  s tar ted before 2006 
and completed Form T1139 last  year .  
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Complete Part  1 of  the form i f  you changed your f iscal  per iod end to 
December 31 in a previous year.  You should a lso complete th is  par t  i f  
you e lected to keep a year-end other  than December 31 and you now 
want  to convert  i t  to  December 31.  I f  you choose th is  opt ion,  you have 
to report  your  business income on a calendar-year basis in  la ter  
years.  This par t  wi l l  help you calculate the amount  of  business income 
to report  on the appropr iate l ine of  your  2006 income tax return.  

Line A – Net income ( loss) for your f irst  f iscal  period ending  
in 2006 

Line A appl ies only to ex is t ing bus inesses that  s tar ted before 2006 
and that  are convert ing to a December 31 year-end in 2006.  I f  you 
converted to a December 31 year-end previously,  you should star t   
a t  l ine B.  

The amount  on l ine A represents the net  income ( loss)  of  your  f i rs t  
f iscal  per iod ending in 2006.  For  example,  i f  your  f iscal  per iod began 
July 1,  2005,  and ended June 30,  2006,  the amount  to enter  on l ine A 
is  the net  income ( loss)  for  the f iscal  per iod ending June 30,  2006.  
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Note 
I f  you have more than one f iscal  per iod that  does not  end on 
December 31 for  the same business,  the net  income ( loss)  of  your  
f i rs t  f iscal  per iod above is  the tota l  of  the net  income ( loss)  of  these 
f iscal  per iods.  

For  each business,  enter  on l ine A the amount  of  your  net  income 
( loss)  f rom your income and expense statement.  This is  the amount  on 
l ine 9946 of  the fo l lowing forms:   

• T2124,  Statement of  Business Act iv i t ies;   

• T2032,  Statement of  Professional  Act iv i t ies;   

• T2121,  Statement of  F ishing Act iv i t ies;   

• T2042,  Statement of  Farming Act iv i t ies;   

• T1163,  Statement A – CAIS Program Informat ion and Statement of  
Farming Act iv i t ies for  Indiv iduals;   

• T1164,  Statement B – CAIS Program Informat ion and Statement of  
Farming Act iv i t ies for  Addi t ional  Farming Operat ions;  
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• T1273,  Statement A – Harmonized CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Indiv iduals;   

• T1274,  Statement B – Harmonized CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Addi t ional  Farming Operat ions.  

I f  you are a par tner  of  a par tnership,  enter  on l ine A your share of  the 
par tnership 's  net  business or  professional  income ( loss)  for  the f i rs t  
f iscal  per iod ending in 2006.  I f  you have deduct ib le expenses f rom 
your share of  the net  par tnership business income, subtract  these 
amounts before enter ing your share of  the net  par tnership income 
( loss)  on l ine A.  For  more informat ion on expenses deduct ib le f rom 
your share of  the net  par tnership income ( loss) ,  see "Other amounts 
deduct ib le f rom your share of  net  par tnership income ( loss)"  in  the 
guide that  appl ies to your  type of  business income. 

I f  you are a par tner  of  a par tnership and you received a T5013 s l ip ,  
STATEMENT OF PARTNERSHIP  INCOME, enter  on l ine A the amount  f rom 
box 35 or  37 for  your  share of  business income for  the per iod ending 
December 31,  2006.  
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Form T1139 can accommodate more than one business.  I f  you have 
more than two businesses,  at tach a separate sheet  l is t ing the net  
income ( loss)  for  each addi t ional  business.  

Line B – Net income ( loss) for the period ending December 31,  
2006 

Line B appl ies to ex is t ing businesses that  s tar ted before 2006 which 
converted to a December 31 year-end in a previous year.  In  th is  case,  
the net  income ( loss)  you report  on th is  l ine is  f rom January 1,  2006,  
to December 31,  2006.   

This l ine a lso appl ies to ex is t ing businesses that  s tar ted before 2006 
and decided to convert  to  a December 31 year-end in 2006.  In th is  
case,  enter  on l ine B the net  income ( loss)  of  your f iscal  per iod 
ending December 31,  2006.  For  example,  i f  your  f i rs t  2006 f iscal  
per iod ended on June 30,  2006,  the amount  to enter  on l ine B is  the 
net  income ( loss)  for  the per iod July  1,  2006,  to December 31,  2006.  
You wi l l  have to prepare an income and expense statement for  th is  
per iod for  each business.  
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Your net  income ( loss)  is  the amount  on l ine 9946 i f  for  your  
December 31,  2006,  f iscal  per iod you used:  

• Form T2124,  Statement of  Business Act iv i t ies;   

• Form T2032,  Statement of  Professional  Act iv i t ies;  

• Form T2121,  Statement of  F ishing Act iv i t ies;   

• Form T2042,  Statement of  Farming Act iv i t ies;  

• Form T1163,  Statement A – CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Indiv iduals;  

• Form T1164,  Statement B – CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Addi t ional  Farming Operat ions;  

• T1273,  Statement A – Harmonized CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Indiv iduals;  

• T1274,  Statement B – Harmonized CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Addi t ional  Farming Operat ions.  

I f  you are a par tner  of  a par tnership,  enter  your share of  the 
par tnership 's  net  business or  professional  income ( loss)  on l ine B.  
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I f  you have deduct ib le expenses that  re late to th is  income that  you d id 
not  deduct  on l ine A,  subtract  these amounts before enter ing your 
share of  the net  par tnership income ( loss)  on l ine B.  For  more 
informat ion on expenses deduct ib le f rom your share of  the net  
par tnership income ( loss) ,  see "Other amounts deduct ib le f rom your 
share of  net  par tnership income ( loss)"  in  the guide that  appl ies to 
your type of  business income. 

I f  you are a par tner  of  a par tnership and you received a T5013 s l ip ,  
STATEMENT OF PARTNERSHIP  INCOME, enter  on l ine B the amount  of  
business or  professional  income f rom box 35 or  37 for  the per iod 
ending December 31,  2006.  

Form T1139 can accommodate more than one business.  I f  you have 
more than two businesses,  at tach a separate sheet  l is t ing the net  
income ( loss)  for  each addi t ional  business.  

Addit ional  information for l ine B i f  you are convert ing to a 
December 31 f iscal  period end in 2006 

General ly ,  you calculate the income and expenses of  your f iscal  
per iod ending on December 31,  2006,  in  the same way as your 
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previous f iscal  per iod ending in 2006.  However,  you have to consider  
the fo l lowing i tems:  

Reserves  –  In your f iscal  per iod end ing on December 31,  2006,  add 
any reserves you deducted in your  previous f iscal  per iod ending in 
2006.  For  more informat ion on a l lowable reserves,  see Guide T4002,  
BUSINESS AND PROFESSIONAL INCOME. 

Opening inventory and closing inventory  –  The opening inventory 
for  your f iscal  per iod ending on December 31,  2006,  is  the amount  of  
the c los ing inventory of  your previous f iscal  per iod ending in 2006.  
The c los ing inventory as of  December 31,  2006,  wi l l  be the opening 
inventory for  your 2007 f iscal  per iod.  For  more informat ion on opening 
and c los ing inventory,  see Guide T4002,  BUSINESS AND PROFESSIONAL 
INCOME. 

Work-in-progress (WIP)  –  The WIP at  the beginning of  your  f iscal  
per iod ending on December 31,  2006,  is  the amount  of  the WIP at  the 
end of  your  previous f iscal  per iod ending in 2006.  For  more 
informat ion on WIP,  see Guide T4002,  BUSINESS AND PROFESSIONAL 
INCOME. 
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Capital  cost al lowance (CCA)  –  The undepreciated capi ta l  cost  
(UCC) of  depreciable property at  the star t  of  your f iscal  per iod ending 
on December 31,  2006,  is  the UCC at  the end of  the previous f iscal  
per iod ending in 2006.  Simi lar ly ,  the UCC at  the end of  your  f iscal  
per iod ending December 31,  2006,  is  the UCC at  the star t  of  your  
2007 f iscal  per iod.  

For  your  f iscal  per iod ending on December 31,  2006,  you general ly  
have to prorate your maximum cla im for  CCA based on the number of  
days in that  f iscal  per iod.  For  example,  i f  your  f iscal  per iod ending on 
December 31,  2006,  is  214 days,  and you would otherwise calculate 
your maximum CCA to be $3,500 for  a fu l l  year ,  the maximum amount  
of  CCA you can c la im is  $2,052 ($3,500 × 214/365).  For  more 
informat ion on CCA, see the guide that  appl ies to your type of  
business income. 

Business-use-of-home expenses  –  In your f iscal  per iod ending on 
December 31,  2006,  you can c la im any deduct ib le business-use-of-  
home expenses you could not  use in the previous f iscal  per iod ending 
in 2006.  Simi lar ly ,  you can carry forward to your 2007 f iscal  per iod 
any deduct ib le business-use-of-home expenses you could not  use in 
your f iscal  per iod ending December 31,  2006.  For  more informat ion on 
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business-use-of-home expenses,  see the guide that  appl ies to your 
type of  business income. 

Line C – Subtotal  ( l ine A plus l ine B)  

Enter  on l ine C the tota l  of  the amounts on l ines A and B.  Calculate 
th is  tota l  for  each business.  I f  you have more than two businesses 
and you at tached a separate sheet ,  remember to subtota l  each 
business on l ine C.  

Line D– Last year 's addit ional  business income 

I f  you converted to a December 31 f iscal  per iod end in 2006,  enter  on 
l ine D last  year 's  addi t ional  business income f rom l ine H on last  year 's  
Form T1139.  

Line E – Net income ( loss) for each business 

Enter  on l ine E the amount of  l ine C minus l ine D.  Calculate th is  tota l  
for  each business.  I f  you have more than two businesses and you 
at tached a separate sheet ,  remember to do the same calculat ion for  
each business.  
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Enter  the amount(s)  on l ine E on the appropr iate l ine(s)  of  your 
income tax return.  

Part  2 – Elect ing to have a f iscal  period that does not end on 
December 31 (al ternative method) 

This e lect ion,  which is  avai lable on a business-by-business basis,  
appl ies to indiv iduals and par tnerships in  which a l l  the par tners are 
indiv iduals.  However,  par tnerships  that  are par tners of  another  
par tnership cannot  use the a l ternat ive method.  Also,  you cannot  use 
the a l ternat ive method for  a business i f  the expendi tures made in the 
course of  carry ing on the business are pr imar i ly  the cost  or  capi ta l  
cost  of  tax-shel ter  investments.  

Part  2 usual ly  appl ies to businesses that  s tar ted before 2006 and 
e lected to keep a f iscal  per iod that  does not  end on December 31.  

I f  you star ted your business in 2006 and your f i rs t  f iscal  per iod ends 
in 2007,  you can e lect  to complete  Part  2 and report  business income 
in 2006.  For  more informat ion,  see "New businesses star t ing in 2006 
wi th a f i rs t  f iscal  per iod ending in 2007" on page 11 [7] .  
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Par t  2 wi l l  help you calculate the amount  of  business income to report  
on the appropr iate l ine of  your  2006 income tax return.  

Line F – Net income ( loss) for your f iscal  period ending in 2006 

This is  the net  income ( loss)  for  your  f iscal  per iod ending in 2006.  For  
example,  i f  your  f iscal  per iod began June 1,  2005,  and ended May 31,  
2006,  the amount  to enter  on l ine F is  the net  income ( loss)  for  the 
f iscal  per iod ending May 31,  2006.  

Note 
I f  you have more than one f iscal  per iod that  does not  end on 
December 31 for  the same business,  the net  income ( loss)  of  your  
f iscal  per iod on l ine F is  the tota l  of  the net  income ( loss)  of  these 
f iscal  per iods.  

For  each business,  enter  on l ine F the amount  of  your  net  income 
( loss)  f rom your income and expense statement.  This is  the amount  on 
l ine 9946 of  the fo l lowing forms:  

• T2124,  Statement of  Business Act iv i t ies;   

• T2032,  Statement of  Professional  Act iv i t ies;  
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• T2121,  Statement of  F ishing Act iv i t ies;  

• T2042,  Statement of  Farming Act iv i t ies;  

• T1163,  Statement A – CAIS Program Informat ion and Statement of  
Farming Act iv i t ies for  Indiv iduals;  

• T1164,  Statement B – CAIS Program Informat ion and Statement of  
Farming Act iv i t ies for  Addi t ional  Farming Operat ions;  

• T1273,  Statement A – Harmonized CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Indiv iduals;  

• T1274,  Statement B – Harmonized CAIS Program Informat ion and 
Statement of  Farming Act iv i t ies for  Addi t ional  Farming Operat ions.  

I f  you are a par tner  of  a par tnership,  enter  on l ine F your share of  the 
par tnership 's  net  business or  professional  income ( loss)  for  the f iscal  
per iod ending in 2006.  I f  you have incurred expenses dur ing the f iscal  
per iod of  the par tnership that  are deduct ib le f rom your share of  the 
net  par tnership business income, subtract  these amounts before 
enter ing your share of  the net  par tnership income ( loss)  on l ine F.  For  
more informat ion on these expenses,  see "Other amounts deduct ib le 
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f rom your share of  net  par tnership income ( loss)"  in  the guide that  
appl ies to your type of  business income. 

I f  you are a par tner  of  a par tnership and you received a T5013 s l ip ,  
STATEMENT OF PARTNERSHIP  INCOME, enter  on l ine F the amount  f rom 
box 35 or  37of  your s l ip .  

Form T1139 can accommodate more than one business.  I f  you have 
more than two businesses,  at tach a separate sheet  l is t ing the net  
income ( loss)  for  each addi t ional  business.  

Line G – Addit ional  business income 

To calculate the addi t ional  bus iness income on l ine G for  each 
business,  use th is  formula:  

(A – B) × C/D 

A  is  your net  business income, i f  any,  for  the f iscal  per iod(s)  ending 
in 2006.  This is  the amount  on l ine F of  your  Form T1139 for  each 
business;  
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B  is  the lesser  of :  

i )  the tota l  amount  inc luded in  A on page 25 [above]  that  is  
considered to be a taxable capi ta l  gain for  the capi ta l  gains 
deduct ion;  and 

i i )  your  to ta l  capi ta l  gains deduct ion deducted  for  2006;  

C  is  the number of  days you carry on the business af ter  the end of  
the f iscal  per iod up to and inc luding December 31,  2006;  and 

D  is  the number of  days you carry on the business that  are  in  the 
f iscal  per iod(s)  ending in 2006.  

Note 
I f  the amount  you calculate wi th the formula is  negat ive,  we 
consider  i t  to  be n i l .  

Example 
Paul  owns an appl iance business wi th a f iscal  per iod that  s tar ts  on 
February 1,  2005,  and ends on January 31,  2006.  
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Paul 's  net  income f rom the business for  the f iscal  per iod that  ends 
on January 31,  2006,  is  $45,000.  Paul  enters th is  amount  on l ine F 
of  h is  Form T1139.  There is  no income f rom the d isposi t ion of  
capi ta l  property for  the business.  

Paul calculates his addit ional business income in 2006 as 
fol lows: 

(A – B) × C/D 
A = $45,000 

B = 0 

C = 334  days (365 days – 31 days in January)  

D = 365  days ( the number of  days in the f iscal  per iod ending on 
January 31,  2006,  dur ing which Paul  carr ied on the business)  

The amount  of  addi t ional  business income is  $41,178  
( [$45,000 – 0]  × 334/365).  Paul  enters th is  amount  on l ine G of  
Form T1139.  
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Form T1139 can accommodate more than one business.  I f  you have 
more than two businesses,  at tach a separate sheet  l is t ing the 
addi t ional  business income for  each business.  

New businesses start ing in 2006 with a f irst  f iscal  period ending 
in 2007 –  I f  you star ted your business in 2006 and your f i rs t  f iscal  
per iod ends in 2007,  you can e lect  to inc lude an amount  of  business 
income in 2006.  In th is  case,  for  2006,  the amount  of  business income 
to enter  on l ine G is  the lesser  of :  

i )  any amount  you designate as your addi t ional  business income; 
and 

i i )  the amount  determined by the formula 

(A – B) × C/D 

A  is  your  net  business income for  the f iscal  per iod ending in 2007 
(see note on page 29 [below] ) ;  
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B  is  the lesser  of :  

i )  the tota l  amount  inc luded in A above that  is  considered to be a 
taxable capi ta l  gain for  the capi ta l  gains deduct ion;  and 

i i )  your  to ta l  capi ta l  gains deduct ion deducted  for  2007;  

C  is  the number of  days you carry on the business in 2006 that  are in  
the f iscal  per iod ending in 2007;  and 

D  is  the number of  days you carry on the business that  are in the 
f iscal  per iod ending in 2007.  

Note 
I f  amounts A or  B are not  known,  use reasonable est imated 
amounts.  I f  the amount  you calculate wi th the formula is  negat ive,  
we consider  i t  to  be n i l .  I f  you report  an amount  on l ine G and l ine J 
of  Form T1139,  you must  a lso report  an amount  of  gross business 
income on the appropr iate l ine of  your income tax return.  
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Line H – Subtotal  ( l ine F plus l ine G) 

Enter  on l ine H the tota l  of  the amounts on l ines F and G. Calculate 
th is  tota l  for  each business.  I f  you have more than two businesses 
and you at tached a separate sheet ,  remember to subtota l  each 
business on l ine H.  

Line I  – Last year 's addit ional  business income 

For each business,  enter  on l ine I  the amount  inc luded on l ine H on 
last  year 's  Form T1139.  

Line J – Net income ( loss) for each business 

Enter  on l ine J the resul t  of  l ine H minus l ine I .  Calculate th is  amount  
for  each business.  I f  you have more than two businesses and you 
at tached a separate sheet ,  remember to do the same calculat ion for  
each business.  

Enter  the amount(s)  on l ine J on the appropr iate l ine(s)  of  your  tax 
return.  
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Death of  partner or proprietor in the year 

I f  an indiv idual  who uses the a l ternat ive method d ies af ter  the end of  
the regular  f iscal  per iod of  the business,  the legal  representat ive can 
e lect  to f i le  an opt ional  income tax return (opt ional  return) ,  inc luding 
Form T1139,  to report  the business income f rom the end of  the regular  
f iscal  per iod unt i l  the date of  death (short  f iscal  per iod) .  This means 
that  the legal  representat ive wi l l  complete two income tax returns 
( inc luding two T1139 forms) for  the 2006 year as fo l lows:   

• a f inal  income tax return ( inc luding Form T1139) for  the business 
income f rom the regular  f iscal  per iod and a l l  o ther  income; and 

• an opt ional  income tax return ( inc luding Form T1139) for  the 
business income f rom the short  f iscal  per iod.  

Final  income tax return ( including Form T1139) for the regular 
f iscal  period 

In  th is  case,  the f inal  income tax return inc ludes the business income 
f rom the regular  f iscal  per iod and a l l  o ther  income. The legal  
representat ive completes the f inancia l  s tatements and Form T1139 in 
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the usual  way.  Form T1139 for  the regular  f iscal  per iod inc ludes the 
fo l lowing i tems:  

• On l ine F,  enter  the net  income ( loss)  for  the regular  f iscal  per iod 
ending in 2006.  

• On l ine G, enter  the 2006 addi t ional  business income calculated 
using the fo l lowing formula:  

(A – B) × C/D 

A  is  the net  business income, i f  any,  for  the f iscal  per iod(s)  ending in 
2006 other  than the short  f iscal  per iod.  This is  the amount  on 
l ine F of  Form T1139 for  the business;  

B  is  the lesser  of :  

i )  the tota l  amount  inc luded in A above that  is  considered to be a 
taxable capi ta l  gain for  the capi ta l  gains deduct ion;  and 

i i )  the tota l  capi ta l  gains deduct ion deducted  for  2006;  

C  is  the number of  days the business is  carr ied on af ter  the end of  
the 2006 f iscal  per iod,  up to and inc luding the date of  death;  and 
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D  is  the number of  days the business is  carr ied on that  are in the 
regular  f iscal  per iod(s)  ending in 2006.  

Note 
I f  the amount  you calculate wi th the formula is  negat ive,  we 
consider  i t  to  be n i l .  

• On l ine I ,  enter  last  year 's  addi t ional  business income f rom l ine H.  

• On l ine J the net  income ( loss)  for  each business is the amount  of  
l ine H minus l ine I .  

Optional  income tax return ( including Form T1139) for the short  
f iscal  period 

In  th is  case,  the opt ional  income tax return inc ludes the business 
income for  the short  f iscal  per iod.  The legal  representat ive completes 
the f inancia l  s tatements and Form T1139 f rom the end of  the regular  
f iscal  per iod unt i l  the date of  death.  However,  Form T1139 for  the 
short  f iscal  per iod inc ludes the fo l lowing i tems:  

• On l ine F,  enter  the net  income ( loss)  f rom the end of  the regular  
f iscal  per iod unt i l  the date of  death.  
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• On l ine I ,  enter  the addi t ional  business income f rom l ine G of  
Form T1139 for  the f inal  income tax return.  

• On l ine J,  the net  income ( loss)  for  each business is  the amount  on 
l ine H minus l ine I .  

For  more informat ion about  f i l ing returns for  deceased persons,  see 
our  guide T4011,  PREPARING RETURNS FOR DECEASED PERSONS.  

Election 

I f  you completed Part  2,  you have to  s ign and date your e lect ion on 
the prescr ibed Form T1139 unless you a l ready made th is  e lect ion.  
However,  an e lect ion for  a par tnership is  val id  i f  i t  is  made for  a l l  the 
par tners of  the par tnership by a par tner  who has author i ty  to act  for  
the par tnership.  I f  you are a par tner of  a par tnership,  a l l  the par tners 
of  the par tnership have to complete th is  form and inc lude i t  wi th thei r  
income tax returns.  

I f  you star ted your business in 2006 and your f i rs t  f iscal  per iod ends 
in 2007,  you have to f i le  an e lect ion wi th your 2007 income tax return.  
You can revoke your e lect ion at  any t ime and change your f iscal  
per iod end to December 31 of  the year in  which you f i le  the 
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revocat ion.  However,  once you change your f iscal  per iod end to 
December 31,  you cannot  change back.  

Your opinion counts! 

 

We review our income tax guides and pamphlets 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:  

 Taxpayer Serv ices Directorate 
Canada Revenue Agency 
750 Heron Road 
Ottawa ON  K1A 0L5 

 


